
M A G I N E A F A M I L Y B U S I N E S S where each family mem
ber, regardless of competency, feels ent i t led to a 
high-paying position. In such situations, business 
needs are eclipsed by family members' desires, and 
confusion results as the roles of 

both the family and the business are 
left undefined. 

Such s i t u a t i o n s are no t ra re . 
Conventional wisdom often dictates 
the decis ion to separate the fam
i l y f r o m the business —to b u i l d a 
wal l between them or do whatever 
it takes to keep the family's wh ims 
from derailing the business plan. 

If we take a step back, however, 
we see the problem does not arise 
because fami ly and business over
lap. The problem is that the over
lap itself is not managed. In fact, a 
growing body of research confirms that a well-managed 
family business w i l l outperform its non-family competi
tors when family members develop strategies and gov
ernance processes to manage their interaction w i th the 
business. 

Unfortunately, the potential strengths inherent in a 
family business often go overlooked. Professionals and 
managers tend to treat the family and the business as if 

there are two separate cultures: the family culture and 
the business culture. However, the two cultures are inher
ent ly connected. It's in the overlap, where the family 
and the business blend together, that both the strengths 
and the problems unique to family enterprises are found. 
The more the family intentionally manages the overlap 
between these cultures, the more effectively they lever
age the advantage of having a family business. 

If asked whether it's more important to preserve the 
family or the business, most people would put greater 
value on the family. But do they act accordingly? Think 
about how many meetings, reports and advisers' billable 
hours are devoted to managing the business and ensur
ing its success. Now compare that to how much t ime, 
money and effort are spent on building family unity. In 
few families would the total even come close. 

Family businesses need a framework for strategiz-
ing about who they are as a family or what they want 

to accomplish as a group. Wi thou t 
such a framework, family issues can 
become more threatening than busi
ness issues. 

Advantages of family cohesion 
After studying this issue extensively, 
researchers Torsten Pieper and Joe 
Astrachan determined that fami ly 
cohesion is the key to success across 
generations. They found that long-
t e r m success is more l i k e l y w h e n 
the family works to create a sense of 
unity about why they are in business 
together and the types of businesses 

they want to be in . Building a cohesive family business 
requires a strong sense of connection w i t h i n the fam
i l y and a strong sense of pride in what they are doing 
together—pride in the family business. 

For a family enterprise to turn cohesion into a strategic 
advantage, it must devote resources to bui ld ing a com
mon sense of purpose among family members and to 
creating effective governance and leadership to manage 
the overlap of family and business. 

B u i l d i n g f ami ly re la t ionships requires b u i l d i n g a 
c o m m i t m e n t to each other and showing respect for 
each other 's needs, goals and opin ions . It requires 
balancing individual and collective goals. Enterprising 
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families do this wi th the help of structures such as family 
meetings, family councils, boards of directors and family 
constitutions. 

The role of managing the overlap falls to the family and 
should not be outsourced to business managers or advis
ers. An estate attorney, for example, 
might be able to integrate the family's 
vision into an estate plan, but she 
cannot create or uncover it. 

The family is keeper of its values 
and culture. If the goal is to succeed 
across generations, the family must 
take responsibility for deciding the 
future of the family and the business. 

For example, one of our clients has 
a family council . The family presi
dent oversees interaction wi th in the 
family council and acts as intermedi
ary between the family and the busi
ness. In this highly effective family 
enterprise, part of the CEO's role is to work wi th the fam
ily president to manage the overlap. 

Like their non-family counterparts, family-managed 
businesses must be able to r ap id ly move f inanc ia l , 
human and other resources toward new opportunities. 
When the overlap is effectively managed, the enterpris
ing family has the benefit of leaning on their values, 
culture, mission and vis ion to drive 
decision making. Thus family mem
bers and employees are g iven the 
freedom to react quickly. 

Another client places a high value 
on people as an important component 
of the over ly ing vis ion. The family 
translated this value into a number 
of metrics in the business, including 
turnover, key person turnover and 
what they call "regrettable turnover"— 
losing employees they really wanted 
to keep on board. This very p la in ly 
aligned the family's values w i t h the 
culture managers expected to create. 
When the CEO reports to the board 
of directors—largely made up of fam
ily members—the first question he is 
asked is whether he has fulfil led the 
family's values. 

To begin the process of managing 
the family/business overlap, i n d i 
vidual family members must clarify 
their goals and visions for their lives. 
Everyone should p lan to he lp the 
group reach its fu l l potent ial . Each 
generation should consider why the 
family wants to be in business togeth
er and to individually and collectively 

address two fundamental questions: (1) What does our 
family bring to this business or enterprise? (2) What does 
this business or enterprise bring to our family? 

Once each generation has art iculated its answer to 
these questions, the family must decide how to deploy its 

human, social and financial capital. In 
essence, they should determine what 
business or businesses they want to 
own, what r e t u r n ( i nc lud ing bo th 
financial and nonfinancial rewards) 
they expect on the i r investments 
and what level of risk they are w i l l 
ing to assume. This paradigm enables 
the family to approach its enterprise 
more holistically and to acknowledge 
the interdependency of all the stake
holders and not merely the financial 
needs of the stockholders. 

Step 1: Define success. The first 
step in effectively managing the fam

ily/business overlap is for each family member to consid
er, "What does it mean for the family to be successful?" 

When this question is left unanswered, both the family 
and the business a im at a nebulous and ever-changing 
target. Indiv idual family members must express what 
they want for themselves and for the family. Only then 

Continued on page 16 

A ut
iliz

aç
ão

 de
ste

 ar
tig

o é
 ex

clu
siv

a p
ar

a f
ins

 ed
uc

ac
ion

ais
.

Text Box
Anúncio



Managing the family/business overlap 
Continued from page 13 

can they tackle larger questions. 
Step 2 : Agree on va lues , c u l t u r e , m i s s i o n a n d 

v i s ion . Given the current climate of exponential change, 
families must be flexible and focused in order to adapt. 
They need to know who they are, what they do well and 
where they are going. 

Members of an enterprising family are connected to 
their values and treat the businesses they own as mecha
nisms to bui ld the family's financial, human and social 
capital. Adaptability doesn't arise overnight, so the fam
i ly w i l l need to spend some time on this process. 

Begin by developing and communica t ing a detailed 

list of family values and then determine how these val
ues are expressed and measured in the business. These 
values should guide the actions and decision making in 
the family and the business. Since the family values are 
translated into business values, this alignment creates 
shareholder value, which management is charged wi th 
creating, moni tor ing and reporting on. This ul t imately 
empowers management to create and maintain a culture 
that is aligned wi th the family. 

Step 3: Approach the issue hol i s t ica l ly . Many fami
ly business owners struggle to protect the golden goose — 
they strive to protect the business from the family by 
always put t ing the business first. However, separating 
business and family oversimplifies the issues involved. 
Rather than protect the golden goose, work on bui lding 
a unified family—one you don't need to protect the busi
ness from. 

A unified, enterprising family continually rebalances 
itself according to circumstances. By assessing the needs 
and goals of both family and business, the enterprising 
family acts as a barometer. They know when to shift 
focus to the business and when to shift focus to the fam
i ly. They understand the ebb and flow that happens nat
urally wi th in the family/business overlap. 

Beyond bureaucracy 
We can be reasonably certain that the rate of change w i l l 
continue to accelerate. When the overlap between family 
and business is managed, bureaucracy can take a back
seat as resources become focused on goals and objec
tives. Decisions can be quickly moved down through the 
organization. 

A cohesive family—with a f i rm grasp on its reasons for 
being in business, on the way it develops human capi
tal and on its definition of shareholder value—will have 
a greater chance of success in the future. When family 
involvement is recognized as a strategic advantage, the 
family is not the people from whom the business should 
be protected. Instead, they are the owners under whom 
the business thrives. 
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