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Different, significant, overlooked

I. Overlooked
*  Legitimacy, no power, no urgency
*  Needs advocacy and awareness

2. Significance
e  Known economic and social

3. Different

*  From and Within
*  AGES framework (Structures and Behaviours)
*  Origins
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Framing the differences
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Source: Habbershon, Timothy G. and Mary L Williams. 1999. "A resource-based framework for assessing the strategic advantages of family
firms." Family Business Review 12(1):1-25.
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Framing the differences

\
\ Family Businesses are DIFFERENT from non family businesses

OBSERVABLES

Where and how

Performance
Productivity
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Outcomes differences: what

\

\

Performance

* Persistence
* Continuity, stability......resilience
* Long term orientation, CEO tenures.........

* Financial (initially evidence was that FCBs can & do
outperform non FCBs)

Productivity

* Of labour
* Of capital

e Optimal size/funding issue
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Outcome evidence

Principal findings from this stream of performance-related research
\ were initially very encouraging:

*  Family-controlled companies achieved higher returns on equity,
returns on assets and created more market value than
management-controlled companies

(e.g.-Anderson and Reeb, 2003;Villalonga and Amit, 2006)

e  Similar financial results were replicated in a number of different
jurisdictions

*  Family involvement generally has a positive effect for public firms
(e.g. Stewart and Hitt, 2012)



Outcome evidence

\ * Research conducted on small and medium family firms is still rare (15
\ of 59 studies) and generally less clear cut:

* 2/15 positive effect
» 8/15 insignificant or mixed effect
* 5/15 negative effect

* The principal findings:

A Scholars divided between the benefits of family
involvement (e.g., Miller et al,, 2007) and its drawbacks (e.g., Schulze,
Lubatkin, & Dino, 2003)

* Overall the performance of privately held family firms does not
compare favourably with privately held nonfamily firms

(e.g. Stewart and Hitt, 201 2)




Outcome evidence

\ * At this point in time the relationship between family involvement and
\ firm performance is far from clear

Gedajlovic, Carney, Chrisman, & Kellermanns, 2012

*  The mixed findings in part reflect the difficulties associated with the
unequivocal definitionof of ami |y f i r mso

« SEW preservation impact

Gomez-Meija, Cruz, Berrone, and DeCastro, 201 |

*  Equivocal nature of findings inspires researchers to look deeper for
factors that might lie behind either superior or inferior performance
results




Outcome evidence

Family SMEs (relative to non-family firms):

\

\

I. Use more internally sourced finance

*  Equity 3.3% - 5.4% more
* Debt 6.8% - 7.2% more

2. Are significantly smaller

Capital $3.24M - $4.69M less
. Labour 473 -11.49 FTE less

3. Face measurable efficiency consequences

*  Technical efficiency 0.1% - 2.6% less
*  Scale efficiency 3.1% - 5.8% less
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Observable differences: where & how

\

\

OBSERVABLES

Architecture
Governance
Entrepreneurship
Stewardship
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GOVERNANCE

Where differences manifest (1) between family Architecture is the HOW we do it
and non-family bu siness, and (2) within family Governance is the WHO decides WHETHER and WHEN we do it
busi Entrepreneurship is the WHAT we do
usinesses. Stewardship is the WHY we do it
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ENTREPRENEURIAL LONG-TERM ORIENTED MANAGEMENT &
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ENTREPRENEURSHIP STEWARDSHIP

A-GES FAMILY BUSINESS FRAMEWORK (Craig & Moores, 2013)



Observables evidence

y Architecture

> |

* Family firms use different control mechanisms (clans, bureaucratic,

market) at each stage of the development life cycle
Moores and Mula, 2000

* The different types of control systems can be applied in the different
functional levels of management, for example, Human Resources,
Marketing, Finance and Operations

* These are the areas in which family firms are different in terms of
the practices that help them achieve a competitive advantage over
non-family firms
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Observables evidence

Governance

\
\\ Business governance

Asserted that independent (non-family) directors improve the
functioning of family business boards and add value to the business
May be true but evidence has been lacking

Best to stress principles:

I. Independence of thought
2. Accountability

Recent evidence indicates that a greater proportion of outside board
members is associated with higher levels of effort norms and board
cohesion (Bertinelli, 201 )

Family governance

Limited evidence - best practice indicates that family forums facilitate
communication and education between and within generations
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\

Observables evidence

Entrepreneurship

\\ Scholars have recently identified the idiosyncratic family influenced

2.

attributes associated with long term orientation (LTO):

CEOs with longer tenures
(Miller, Le Breton-Miller & Scholnick, 2008)

Preferences for longer investment horizons
(James, 1999)

Intention to pass the business to successive generations
(Chua, Chrisman, & Sharma, 1999)

Investment of patient capital
(Sirmon & Hitt, 2003)

Transgenerational goals
(Miller & Le Bretton Miller, 2005)
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Observables evidence

A Stewardship

Stewardship is the extent to which the family firm adopts stewardship-
oriented practices, like encouraging collectivism, or providing an
environment of care and concern for employees

Main determinants of stewardship behaviours

Trust

Altruism

Relational contracts
Non-financial family goals

AW -

Corbetta and Salvato (2004)
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Origin differences

\

\

OBSERVABLES

Social Capital
Human Capital
Reputation Capital
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Origin differences: why

\
~ WHYt hey 0r e(definitiohat)r e n t

* Family involvement
Components/structural

* Owners/Managers/Family

* Intention to retain control over long-term/generations
Essence

9 Intention to continue
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Differenceseé . f r o me wi t h

\ Early research indicated that the origins of the outcome and observable

D

differences between successful family firms and nonfamily business

enterprises are:

Level of trust and altruism
Commitment

Love for the firm
Long-range planning

S wpN -

High levels of these not only differentiate family firms from non family
firms (i.e. between differences) but also distinguish successful family

firms from less successful ones (i.e. within differences)
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Familiness origins
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Source: Habbershon, Timothy G. and Mary L Williams. 1999. "A resource-based framework for assessing the strategic advantages of family
firms." Family Business Review 12(1):1-25.
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Familiness resource

\ . Researchers suggested the origin of family difference is familiness

D

=The idiosyncratic firm-level bundle of resources and capabilities
a particular firm has because of the systemic interaction between the
family, its individual members, and the business

Habbershon & Williams, 1999; Habbershon, Williams,& MacMillan, 2003
Basco & Perez R 0 d r E2008; Blardqvist & Melin, 2010; Pieper & Klein, 2007

Capable of delivering both +ve and dve outcomes

However appealing was a fuzzy concept
Moores, 2009




Familiness resource

Evidence of the familiness dimensions as being:

\

\

Relationships
2.  Networks
3. Experience 0 insights

4. Learning

6. Decision making

Irava and Moores, 2010

These resources are the non-financial capitals

d social, human, and reputational
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Resources and capabilities

- All businesses requires capital resources to develop their
\ productive capabilities:

\

I. Financial

2. Non-financial
i. Social
ii. Human

iii.  Reputational

*  Financial (and physical) capital is tangible
*  Human capital is less tangible

*  Social capital is even less tangible
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Social Capital

Defined: that which facilitates individual or collective action, generated
\ by networks of relationships, reciprocity, trust, and social norms

\\ . Core idea is that social networks have value
|.  Network of relationships possessed by individual/social unit

2. Resources (actual and potential) embedded within, and available
through, such network

Allows taking resources and combining with other resources to
produce different system-level outcomes

Research shows that social capital is developed through both
structures and relations

{Focusing on external relations builds bridging social capital

{Focusing on internal relations builds bonding social capital
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Social Capital

Resources attainable through the structural dimension are:
\

\\ I. Trust

Trustworthiness

Norms

Obligations and expectations
Reputation

Identity

7. ldentification

Facilitates productive activity e.g. a family in which there is extensive
trust is able to accomplish much more than a comparable family
without that trust

A i

Trust can be transferred from family affiliations into work situations
and the development of personal relationships into business
exchanges




Trust

* A distinctive feature that separates successful family businesses from
\ nonfamily ones (or unsuccessful family businesses) is the shared trust

\\ and mutual love

* Can explain why family businesses arise and succeed

* Is efficiency enhancing providing competitive advantages

* Obviates need for costly monitoring or performance based wages

* Raises N e x t @ffers dlsich leads to higher firm profits

* One-sided altruism is the downfall of a family business
* Altruistic parents cannot accept lower profits forever, either they
must fire the child, or the family business will have to sell out and
exit the market

* Symmetric altruism resolves conflicts between partners and leads to
cooperation

* = trust, forgiveness, and insurance Moores e
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Tru st

Trust and symmetric altruism align the incentives of the family
N members involved in running the business

~

« The i ncumbent Oknowso next gen
* Next gen has no incentive to seek employment outside
* A win-win situation for the family and the business

* Altruistic next gen is willing to share more of the business risk
with his altruistic incumbent

- The next gends willingness to
and downs of the business with
recognition of this sentiment reduces the uncertainty regarding
the actions and sentiments of family members

* This engenders an environment of loyalty, and a preference by the
l ncumbent for next gends compa




\

~

Trust

Sets family businesses apart from other businesses
Enhances productivity by mitigating agency problem and costs
Difficult to develop as it demands a high level of mutual altruism

Employing family members with the promise of eventually inheriting the
family firm (or some share of it) may provide a solution to such
undesirable behaviours caused by altruistic transfers

What may be perceived by outsiders or nonfamily employees as
favouritism by the incumbent to the next gen (in terms of higher
insurance type wages) may not necessarily be the case 0 because the
next gen (unlike nonfamily employees) is willing to share more of the
business risk with the incumbent

Value of social capital lies in the creation of human capital



Human capital

There is one effect of social capital that is especially important: its
\ effect on the creation of human capital in the next generation
(Coleman, 1988)

\

Defined:as the stock of competencies, knowledge, social and

P g
personality attributes, including creativity, embodied in the ability to
perform labour so as to produce economic value

Most research attempts to break down human capital into one or
more components for analysis usually called intangibles




\

\

Talent

* HRM practices (recruitment, selection, compensation, training and
development, and appraisal) need to be in place for any growing

organization

* Hiring family and non-family members is often a great challenge

Hiring

Family

Commitment
Continuity

Non family

Provide outside expertise

Benefits * Sense of responsibility
* Take more interest
Drawbacks * Can affect morale of * Reluctant to join because
employees limited prospects for
advancement
Moo
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Talent

Evidence is scant
\\\ * Lag behind nonfamily firms in HRM practices
* Pay higher wages and care more about their employees

* Are more attractive to prospective employees 0 family atmosphere
and a sense of being part of the family

Best practices - establish guidelines for hiring family members
understood by all employees

* Future family leaders are expected to possess the proficiencies
and qualifications to successfully run the family business

* Family owners value the importance of learning general skills
(self-management, people skills, and technical skills) and practical
knowledge outside the family business
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Reputational capital

Can be defined as the sum of the value of all corporate intangible
\ assets which include:

* business processes

* patents

e trademarks

* reputations for ethics and integrity, quality, safety, sustainability, security,
and resilience

\

As a corporate asset it can be managed accumulated and traded in for:
* trust
* legitimisation of a position of power and social recognition
* apremium price for goods and services offered
e astronger willingness among shareholders to hold on to shares in times
of crisis, or
- astronger readiness to. I nvest




Reputational capital

* A positive reputation will secure a company or organisation
- long-term competitive advantages

\

* The higher the reputation capital the less the costs for
supervising and exercising control

* Delivering expectations of the public on the one hand and
managing to build a unique identity on the other hand
creates trust

* Researchers found that families protect their
reputational capital

Dyer and Whetten (2006)
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Pride

* Firms use a broad set of levers to distinguish their brands
\
\\ |.  The Product
2. Product Features
3. Creative Marketing

* Family businesses can use an additional lever: the family name

* Evidence is emerging that their obsession with quality is due to their
product or service being identified with the family name

* Family firms:
* Have a desire to uphold the positive reputation and image
aligned with their family name
e Continually build and maintain good relationships with
customers, suppliers and other stakeholders
* Value their standing within the communities they serve and

the networks that they develop MeGres
o
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Pride

I.  Evidence of an increased interest in understanding, and exploiting,

y the positioning of ofamilyo i
Blomback & Ramirez-Pasillas, 2012; Botero, 2010; Carrigan and Buckley, 2008; Craig et al., 2008; Memili, Eddleston,
Zellweger, Kellermans, & Barnett, 2010; Micelotta & Raynard, 201 |; Okoroafo & Koh, 2009

First Families of Wine
Dennis Family Corporation
O6bRei |l l yds Rainforest Retreat

2. Brand-builders - able to create a brand that stands out as
different distinctive and attractive
AH Beard for their pride in quality craftsmanship
Bundaberg Brewed Drinks

3.  Other family firms align their marketing to highlight their perceived
distinctiveness earned over generations
Haymes Paint who take pride in their single-minded dedication to quality
Coopers Brewery as custodians for their founders legacy

4. Thriving family firms have also found ways to become excellent in

marketing this message
Miller and Le Breton-Miller, 2005




Trust, talent and pride
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Lessons for the Long Run

Miller and Le Breton Miller discovered that there were four driving

priorities or passions behind great family businesses and their leaders

I. Community
2. Connection
3. Continuity

4, Command
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Community: uniting the tribe

\\ Thriving family firms insist on:
|. Building a cohesive, clan like team

2. Embracing strong values that rally people around what is
important, socialise staff to assure that these values will prevail, and

often pamper employees to elicit loyalty, initiative and collaboration

3. Bureaucratic rules and financial incentives are secondary

= Bonding Social Capital (Trust)
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Connection: being good neighbours

\\ Many great family firms:

. Cherish enduring, open-ended, mutually beneficial relationships

with business partners, customers, and the larger society

2. Relationships vastly exceed the time span, scope, and potential of

periodic market or contractual transactions

=Bridging Social Capital (Trust)

Moores ¢

EEEEEEEEEEEEEEEE ")



Continuity: pursuing the dream

\ Long-lived family businesses

\

. Commit enduringly and passionately to a substantive mission 0

to do something important exceptionally well

2. Invest deeply and for the long run in competencies needed to

attain that mission

= Reputational Capital (Pride) and

Human Capital (Talent)
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Command: acting & adapting with
freedom

N Family business leaders:

\

. Desire the discretion to act independently 0 quickly and in

original ways - often to renew or adapt the firm
2. Typically work with an empowered top team whose members
are similarly free to communicate openly and make decisions

= Human Capital (Talent)

Social Capital (Trust)
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Conclusions

\ Orrigins of observables differences that can create your outcome

\ advantages:

|.  Build social capital through trusting relationships

2. Use this social capital to nurture and develop human capital
as talent for future generations

3. Act out stewardship orientation with strong identification
with firm in terms of preserving your reputational capital

Moores «
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Questions?

\

\

Thank you

Anthea Moores
Managing Director

Ken Moores
Executive Chairman
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