
Evolve or Fail - Social Capitalism and the Notion of Shared Value  

In the World of Family Business 

 
“Money first, virtue later – a strategic dilemma?”  

 

We live in a fast-changing world, a highly interconnected world, fragile and volatile at the same 
time. Today’s mega trends make us realize that markets, politics, demographics, education, 
infrastructure, climate change and environment all relate on a local and increasingly on a global 
level. At the same time, focusing on quick profits often overrides the social-ecological-economical 
symbiosis, and trust in business principles, systems and leaders has suffered greatly as a result. 
These great forces in societal development are encouraging executives to adopt a long-
term perspective. Sustainability has become a CEO agenda topic. Has it become a topic for 
discussion among family business owners too?  

As the strategic implications become progressively more complex, family businesses can and do 
represent a greater force and durable pillar of strength when it comes to value creation and 
global responsibility. Unlike public companies, family businesses focus on creating long-lasting 
value and focus less on the strictly short-term financial perspective. Aware of the need to take 
additional dimensions into account in order to guarantee the long-term success of their family 
businesses, they can go beyond focusing on quarterly reports and shareholder value since 
most owning families consider themselves as “stewards of the future generations”, 
responsible for ensuring a sustainable, enduring growth of the business and family assets. 
Statistics show the importance of family owned businesses and prove that, financially, they out-
perform public companies over time. They can make an important impact, not only because their 
contribution to the economy is essential, but also because they bring lasting stability and show 
specific commitment and provide services to the local communities in which they are integrated. 

Sustainability comes in different layers, suggesting that both the economy and society are 
constrained by environmental limits. The topic is complex and not easy to define. The term 
sustainability has become widespread; some even call it a “feel-good buzzword”. But the 
common definition of sustainability is simply that one should not live and act at the expense 
of future generations or other population groups. From an individual as well as an 
entrepreneurial perspective, environmental, social and economic goals need to be pursued 
simultaneously. Family businesses have an additional dimension to contend with: The “family 
responsible behavior,” which represents the inner pillar of sustainable development, enabling 
trust in the family and in the long-term existence of the family business, sharing value over 
generations. 

Each family has an individual understanding of its role and responsibility as an owner, and 
defines its own “family footprint” in terms of how the business operates as well as what set of 
values influences its strategic investments, business strategies, and social and environmental 
responsibility activities. In emerging economies, for example, where the effects of globalization 
are part of the daily challenges since businesses operate in resource constrained environments 
where natural and human resources are in short supply, many family business owners see their 
scope going beyond a corporation’s strategic risk assessment and management.   

 
“There are clear signs of a growing mistrust of business and the capitalist model in some 
parts of the world as a result of the irresponsible behavior of some institutions. Many of the 
current problems in the US and Europe, and the resulting economic slowdown and 
unemployment, are being blamed on the abuse of the free market system. Businesses 
have reached a size where they can cause enormous damage to economies as well as 
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people’s lives when they do not behave in a responsible manner. In emerging countries like 
ours these problems can be magnified by the high levels of income inequality. Business 
simply cannot flourish in a society mired in poverty or environmental degradation. As 
businesses, we need to use the levers of the free market not only creatively but 
also responsibly. We also need to do our part to address the development needs of poorer 
sectors of society. In many of our economies these lower income groups constitute the 
majority of our country. By helping provide basic goods and services for their specific 
needs, we uplift lives and help create a more progressive society.” 

Fernando Zobel de Ayala, 7th gen.,  
President of Ayala Corporations, Philippines 

 

The current spectrum of activities aiming to create social value is very large. A recent survey with 
over 200 participants of the International Family Business Network Summit in Singapore1 
confirmed that the majority of family business owners were well aware of the need to create 
value at all three levels: the economy, society and the environment. Whereas an important 
number of families focus on the traditional approach of “giving back” through charity donations 
and company’s CSR, new trends have appeared with families making value-based investments 
and supporting social enterprises or socially driven businesses. In addition, a growing number of 
family businesses have started looking at the concept of shared value in a more holistic way. 
Innovative models have begun to appear where family businesses become the engine of 
change leading to the creation of greater economic value and broader strategic benefits to 
both the company and society.  

We have collected a series of perspectives and snapshots that we will share with you over the 
coming months. They illustrate different approaches adopted by innovative and pioneering 
family businesses. While some clearly consider the bigger picture constraints and the notion of 
shared value as an opportunity to identify and design new products and markets, others focus on 
embracing sustainability as part of their corporate culture and establishing inclusive value chains 
that shape the business environment and share the value at the source whilst improving the 
company’s value chain productivity. The overarching aim with all these initiatives is to achieve a 
win-win-scenario for everybody: the family business, suppliers, customers, employees and 
society at large. As an Indian couplet says: “Knowledge and wealth, if it is not shared, is 
useless.” 

By Prof. Schwass and Research Manager Anne-Catrin Glemser 
 

In October 2011 IMD initiated a research project in collaboration with the Family Business 
Network, FBN International, around the main theme of "Social Capitalism". The initiative focuses 
on global family business examples and role models that have been able to demonstrate a 
strategic alignment of the objectives profitability, social responsibility and environment. A 
diversity of examples from different parts of the world will identify best practices on the levels 
of Family, Ownership and Business.  

                                                            

1 International Family Business Network Summit in Singapore, 29.10.2011 


