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Family Enterprise: Understanding
Families in Business and
Families of Wealth

It would not be an exaggeration to say that family enterprises are as ubiq-
uitous as they are complex. Indeed, family enterprise is as old as humanity
itself, at least in an anthropological sense. Members of families have been
working together—and coming into conflict with one another—for millennia.

Of course things have changed considerably since the days when
collaboration within families was simply oriented toward securing basic
necessities. Today, under the imperatives of global supply chains, markets
without borders, and economic interdependence, family enterprises have
become powerful, and complex engines of a world economy. Many of the
world’s largest businesses, such as Wal-Mart, Samsung, and Tata, as well
as hundreds of thousands of small to medium-sized enterprises, are family-
owned and major drivers of economic output across the globe.

The purpose of this book is to clarify the complex nature and function-
ing of contemporary family enterprises for a wide variety of professionals—
both inside and outside the family enterprise, providing an informative and
cutting-edge multidisciplinary approach to the understanding of and advis-
ing to family enterprises worldwide. Although focused on the professionals
in the family enterprise field, it is our hope that this information will also be
useful for owners and members of family enterprises.

The book is divided into nine chapters, each of which presents essential
knowledge and methods central to understanding classic approaches and
current trends in the field.

The discussion begins with the challenges and opportunities peculiar
to defining what, precisely, constitutes a family enterprise. While various
definitions are explored and assessed, this book defines family enterprises as
those with two or more members of a family involved in the ownership and
business of the enterprise.

The second chapter focuses more explicitly on the classic systems of a
family enterprise. Three systems, in particular, are emphasized, namely, the
systems unique to the family, the ownership, and the enterprise.
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Xii FAMILY ENTERPRISE

The third chapter explores representative governance systems in family
enterprise. Not surprisingly, family enterprises deploy a variety of gover-
nance systems that encompass family, ownership, and enterprise.

The fourth chapter highlights the key characteristics of family enter-
prise, including optimism, loyalty, competitiveness, innovativeness, legacy,
and commitment, among others.

Chapter 5 explores relevant concepts in family enterprise study. Systems
thinking and process and content, in particular, are elaborated in some detail
and applied in the context of family enterprise.

Chapter 6 offers useful theoretical frameworks for analyzing and under-
standing family enterprises. Specifically, the three-circle model, the develop-
mental model, and the balance point model are considered at some length.

Chapter 7 outlines the core professions most likely to engage in work
with family enterprises, while Chapter 8 closes with a discussion of the impor-
tance of deploying a multidisciplinary team approach to address the chal-
lenges and opportunities facing family enterprises in today’s globalized world.

Chapter 9 concludes the book with three actual cases in family enter-
prise. In this way the book affords readers the occasion to apply what has
been learned by engaging the real world challenges and opportunities char-
acteristically faced by those working with and within family enterprises.

Each chapter is designed to engage with relevant graphics, illustrations,
and examples, as well as suggestions for further reading. Additionally, each
chapter concludes with a brief self-assessment.

Taken in its entirety, this book provides a toolkit of multidisciplinary
concepts, methods, examples, and assessments directly applicable to, and of
use for, those engaged in the work of family enterprise. With family enter-
prises constituting between 65 to 80 percent of all businesses engaged in
today’s global economy, it is clear that providing such a toolkit is essential
not only to the success of family enterprises and the professionals who work
with them, but also to the future prosperity and well-being of the world’s
economy and the many individuals who are employed within it.
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Defining Family Enterprise

Found virtually in every sector of the world’s economies, family enterprises
are the most common form of business entity in the world. Yet, their
ownership, management, and family composition create a complexity that
requires special knowledge and skills in order to understand them and to
advise them effectively.

Indeed, perhaps one of the most discussed issues in the field today is
how to define a family enterprise. There is no one definition for family
enterprise, but there are a few working definitions that have evolved over

e Chpital
|S|on i ﬁusmess
Irms

En erprl Group
Decision-nraking nghts

Wl R

Governance




2 FAMILY ENTERPRISE

DEFINITION 1

Family firms are those in which multiple members of the same family are
involved as major owners or managers, either contemporaneously or over
time (Miller, Le-Breton Miller, Lester, Canella, “Are Family Firms Really
Superior Performers,” Journal of Corporate Finance, Vol. 13, Issue 5,2007).

DEFINITION 2

Family firms are those in which the family controls the business through
involvement in ownership and management positions. Family involvement in
ownership (FIO) and family involvement in management (FIM) is measured
as the percentage of equity held by family members and the percentage of a
firm’s managers who are also family members (Sciascia and Mazzola, Family
Business Review, Vol. 21, Issue 4, 2008).

DEFINITION 3

A family enterprise is an economic venture (enterprise group) in which two
or more members of a family (family group) have an interest in ownership
(owners) and a commitment to the continuation of the enterprise.

DEFINITION 4

The family business is a business governed and/or managed with the inten-
tion to shape and/or pursue the vision of the business held by a dominant
coalition controlled by members of the same family or a small number of
families in a manner that is potentially sustainable across generations of the
family or families.

DEFINITION 5

A firm of any size is a family business if:

1. The majority of decision-making rights are in the possession of the
natural person(s) who established the firm, or in the possession of the



