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In the past, family businesses were often viewed as the most common and oldest type of 
business; but on the other hand, they were considered boring and were underestimated. 
However, recent studies show that the best family businesses outperform traditional 
public companies when it comes to growth, profitability and financial stability. The 
takeover of big names like Volkswagen and Continental by family-owned businesses sets 
the tone for a new era. 

 

Traditional management theory needs to focus more on the phenomenon of ownership, 
and especially on the theory of dominant ownership. New studies show that dominant 
ownership can be an advantage for a business if the dominant owner helps and supports 
the company in the right way. 

 

Family business owners need a more comprehensive owner strategy to understand how to 
support corporate culture, how to support corporate strategy, corporate finance and 
corporate governance. 

 

Owner strategy 

Owner strategy starts, like every strategy, with some simple key questions: what is our 
vision, what is the mission statement we have as owner family; what strategy should we 
follow, and what are the structures and the people we need to be successful? 

 

More specific questions for owner families include the following: who can become a 
member of the owner group? From whom can member groups inherit their shares and to 
whom can they sell shares? How do we want to deal with in-laws and the next generation? 

 

Emotions must be dealt with effectively when managing a family business and managing a 
family that owns a business. Successful families are families who are better at addressing 
emotional problems and then solving them. 

 

Values and aims must be clarified if any group wants to be successful. This helps prevent 
conflict when making decisions. Knowing the company goals and the family aims is 
important – otherwise, a family cannot determine whether it is successful or not. In 
successful family businesses, strategies will change, but the values remain very stable 
over generations. 
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Ownership structure 

There is no one family or ownership structure; we have family businesses that are owned 
by one sole owner. When it comes to the second generation, most of them turn into a 
sibling partnership with very few but strong owners who hold large shares in the company. 
In the next generation, we come to a cousin federation and maybe one day we are a family 
dynasty like Haniel or Wendel. 

 

Each stage has its own problems. You must understand the stage you are at, asking the 
right questions and giving the right answers relevant to that stage. The transition from one 
stage to another creates a crisis because, in the next generation, you have different 
questions and you have to give different answers. If you understand that there is a crisis 
and find the right answers, this crisis may create a chance. 

 

 

Business structure 

This is the business model you follow. It often starts with the entrepreneurial stage and 
then it turns to a traditional and classical family business. There are several different 
business models and each family should address some essential questions when choosing 
the correct one. 

 

“Do we want to be a more focused or more diversified owner family?”  

“How do we want to influence the business? Do we want to run it or just control it? Do we 
want only to act as owners and let outside people control it?”  

“How should we manage the owner family so that we maintain family unity and 
commitment?”  

We are dealing now with a young owner generation and there are some important points to 
consider here: 

 

New Ideas - We must formulate a family code that is sensitive to new membership values, 
aims and a changing business model. 

Family Education - All the owners should know what it means to own a family business, 
and what professional ownership means. 
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Emotion-Added Value – It is important to come together and have family days so that you 
have the chance to enjoy being a member of the group. 

Family Office – You may want to start a family office and do family philanthropy together. 

 

Governance structure 

There are many different family businesses and there are many different types of 
governance structures. 

 

We have the owner manager – one hundred percent owner and the only manager, often in 
the first generation. Then in the next generation, we have the family owner manager; he or 
she does not have one hundred percent of the shares, but is the manager of the company. 
Therefore, he or she is both principal and agent. There are other people who are only 
principals and not agents, which may create some very special conflicts you have to solve. 

 

If you come to the next stage – family-controlled businesses – family members do not 
manage the company, but they control it as Chairman of the Supervisory Board – as with 
Haniel, for example. You then have an outside manager running the company. This is, 
again, a different situation, that creates different questions and requires different 
solutions. 

 

What this means for corporate strategy 

Since owner families are long-term oriented, their corporate management relies on 
capitalizing on trust between all the important stakeholders. This is supported by the 
governance structure, which reduces or eliminates the principal-agent conflict. In relation 
to customers, employees and other stakeholders, owners who function as managers or 
supervisory board chairs can capitalize on a potential for trust, which a temporary “agent” 
would not receive. Therefore, the corporate culture of the family business is frequently 
aligned with values that aim to establish and secure trust. 

 

The owners also want to maintain the dominant influence of the family, usually over 
generations. They are therefore critical of anything that could endanger the family’s 
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dominant position. This ensures the independence of the family business but limits the 
resources available to it. 

 

In order to achieve success in the face of limited financial resources, family businesses 
will often choose markets in which they can achieve a strong position without investing a 
great deal of capital. A common family business strategy then is to achieve sustained 
growth through the multiplication of a successful business idea, rather than pursuing 
quick wins promised by expansion through mergers and acquisitions, which involve higher 
risks and require more resources. 

 

Family businesses focus on maintaining a solid equity base, which often makes up 35% to 
50% of total capital. This is a result of the desire to maintain the dominant long-term 
influence of the family and to avoid the pursuit of increased value through risky leveraging. 

 

For the same reasons, most family businesses are reluctant to accept financing options 
that involve relinquishing ownership rights. Internal financing, conventional borrowing and 
asset-side management play a far more important role. 

 

Family business will not be the only type of business in the future. However, it will still be 
dominant and perhaps the most successful, if the family owners learn that they need a 
professional ownership strategy and a management that acts in alignment with this 
strategy. This is something that all other types of business can learn from. 

 

Peter May is the Wild Group Professor of Family Business. He teaches on the Leading the 
Family Business and Orchestrating Winning Performance programs 
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RELATED PROGRAMS
 

 

  

 

 

 

 
ORCHESTRATING WINNING PERFORMANCE - http://www.imd.ch/owp 
The 6-day global business program  
Program Director Bettina Buechel  

− A unique energizer: boost your performance, broaden your perspectives and 
expand your global network  

− Design the program that suits you 

 

 

 

 

 

 
LEADING THE FAMILY BUSINESS - http://www.imd.ch/lfb 
Assuring the continuity of family-owned enterprises  
Program Director Joachim Schwass 

- Understand family business challenges and how to manage critical issues  
- Probe critical issues facing family businesses:  growth, governance, succession 

and culture  
- Benchmark best practices and network to broaden your understanding of 

successful family businesses 
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