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Aurora Energy, always committed to providing better advice for your energy 
needs, has combined forces with Family Business Australia to provide advice 
for your family business needs. Family Business Australia is the peak body 
for families in business, and simply put, aims to support you in finding both 
personal and professional fulfillment while working with the ones you love.



GUIDING PRINCIPLES FOR 

So you’re in a family business! Very few businesses actually start out with the intention of becoming  

a family business. Generally they start, as does every other business, with an entrepreneurial spark.  

Over time, for a variety of reasons; many of them evolve into a family business.

As discussed in our earlier booklet ‘Winning the Family Business Game’, business and family come 

from two very different worlds. A business is a commercial enterprise created to generate profit. 

It thrives in a competitive world in which decisions have financial consequences, performance is 

measured against standards, innovation is encouraged and the name of the game is ensuring 

profitable growth. 

Family on the other hand is lead by the heart not the head. Families nurture and support their 

members and are often built on long standing traditions. A common objective in most families  

is to support family members to be the best that they can be.

YOUR FAMILY BUSINESS
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Family business is a unique structure that combines these 

two very different value systems in a way that, when it’s 

working well, brings with it enormous rewards. There is 

however risk attached to these rewards. 

Family Business Australia has developed a simple model 

called A.G.E.S. to help you navigate your way though 

these risks so that you can enjoy the benefits that working 

with family can bring.

These concepts are based on research undertaken by 

the ACFB into what makes great family business great. 

We’ve presented them here so that you can apply these 

lessons to your family business. 
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What is A.G.E.S?

To help your family business last through the A.G.E.S 

there are four key elements you have to get right.

Architecture  Building a strong foundation 

and creating good systems. 

Governance  Managing both the business 

and the family for success.

Entrepreneurship   Thinking like an entrepreneur, 

whatever stage your business is at.

Stewardship  Adopting the approach of a guardian, 

protecting the families wealth for 

future generations.
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What do we mean by Architecture?

Architecture is the art and science of designing 

buildings and other physical structures.  

When that structure is a family business, we  

use the term to encompass two key concepts:

•  Creating a strong foundation to  

support your family business.

•  Developing systems to help you 

professionalise your family business.

ARCHITECTURE
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Family Business 

As discussed in our earlier booklet ‘Taking 

Care of Family Business’, a family business is a 

complex business. It combines two conflicting 

value systems; the cut and thrust of the world of 

business and the love and emotion of the family. 

Getting it right requires a delicate balance for 

which there is no simple answer. 

Evidence suggests that great family  

businesses have:

• More flexible structures.

• Flexible decision making processes.

• Less formal control systems.

• Fewer levels in the organisation structure.

• Less bureaucracy.

• Delegated authority to make decisions at lower levels.
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There are three elements to look at when working out  

what is right for your family:

• The degree of formality 

  Informal  Formal

• How authority is delegated

 Centralised  Decentralised

•  How activities are structured – job design  

The Degree of Formality

Families generally define their own level of formality.  

When it’s working well, the family’s shared values and beliefs 

become the glue that aligns personal and business goals.  

The concept of ‘formality’ implies rules and procedures,  

which are required to achieve business goals. The key to  

family business success seems to be finding a degree of 

‘informal formality’. This is a balance between family 

informality and the need for formal business systems.

The Degree of Centralisation

Authority structures in a business can be either centralised or 

decentralised. Evidence suggests that great family businesses  
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are highly decentralised. They give employees the authority to 

act to achieve common objectives rather than establishing a strict 

regime of rules that stifle creativity.

One of the sensitive areas that arise in a family business is often 

when it comes to defining roles and responsibilities (particularly 

of family members). In this area it seems that successful family 

businesses adopt a more corporate model and have:

• Clear job descriptions.

• Well defined roles and responsibilities.

• Clear recruitment policies.

•  Fair compensation policies for both family and  

non-family employees.

•    Effective training and development policies.
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Systems to Professionalise and Integrate  
the Family and the Business

As a family business grows there is a need to professionalise the 

way it operates both as a business and as a family. Family values 

can form a sound foundation for the structures that are developed 

to manage both the family and the business. They constitute the 

greatest strength a family can bring to business ownership and 

underpin the strategy that drives the business forward. 

Great family businesses use their values as the cornerstone for 

establishing sound governance structures for both the family 

and the business.



Summary

The challenge in a family business is to maintain the 

balance between:

• the family, 

• the business, and 

• the owners. 

Successful family businesses encourage a sense of belonging by 

building on a sound foundation of commitment to shared values.

Though a level of professionalism is required to build

 a strong business, successful family business do this 

in a way that maintains the ‘famliness’ of the business 

through establishing a level of ‘informal formality’. 
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GOVERNANCE
OF YOUR FAMILY BUSINESS
What do we mean by Governance

Governance has been defined as a framework of rules and practices by  

which an organisation ensures accountability, fairness and transparency  

in its relationship with all its stakeholders. 

In the context of a family business this involves establishing  

separate governance systems for the business and the family. 

Business Governance

In the business world we are familiar with the need for a Board of Directors and 

structured management and team meetings. Family businesses often deal with 

these informally or combine them by dealing with all issues in the one forum. 

This can lead to role confusion, crossed wires and poor communication
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Family Governance
Establishing structures to separate out business issues from  

family issues is a key step that has been adopted by leading family 

businesses. Creating a Family Council where matters involving  

the family’s relationship with the business can be dealt with outside 

the business is an important step.

Non-family businesses by their nature completely separate family 

and business. Family businesses however gain much of their 

strength through the combination of the two. 

The challenge is to find the right balance, one that uses the 

passion, high levels of trust and the values of the family to provide 

a competitive edge, without it impacting in a negative way on 

business decision making.

Business Issues

Board Table

Family Council

Family Issues
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Developing separate governance structures is an important 

step in ensuring that critical issues are dealt with appropriately. 

Business issues are dealt with around the Board table, family 

issues at the Family Council.

Business Structures

A new family business often starts with a level of informality 

where the attitude is that ‘we sit around the table and sort 

stuff out’. This works well at the early stages but it loses its 

effectiveness as the business grows, levels of management are 

put into place and the number of family members increases. 

When the family business reaches that point it’s important to 

have a clear defi nition of who is responsible for what. 

A good starting point is to look at what happens in the 

corporate world. 

PROFESSIONALISING THE FAMILY BUSINESS  11



STAKEHOLDER ROLE STRUCTURE INTEREST/DUTIES

SHAREHOLDER Owner of the business Shareholders meeting
• Capital growth 

• Dividend

DIRECTOR
Appointed by the shareholders 
to maximise the return on their 
investment

Board of Directors  
or Advisory board

•  Develop business Strategy. 

•  Risk management and regulatory compliance

• Appoint the CEO and key managers

•  Delegate authority to allow the 
management team to do the job

MANAGEMENT
Appointed by the CEO/board to 
put in place the systems and people 
who will deliver the strategy

Structured  
management  
meetings

•  Implement the strategy  

•  Recruit, train and motivate people  
who will deliver the result

•  Guide the businesses interaction with  
all stakeholders and the community
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It’s easier to see how this works if we look at a simple example.

Shareholder

Mark owns shares in BHP. That makes him a part owner of 

the business and his goal is to receive a regular dividend as 

a return on his investment and to trust that the directors will 

manage his money wisely so that his capital grows in value. 

He has no say in how this is achieved and he doesn’t have the 

right to tell the directors how to do their job. If his investment 

does not achieve his objectives the only power he has is to 

rally a sufficient number of other shareholders and vote to 

remove the current directors and appoint others who will  

do a job better. A very difficult task if you own shares in BHP,  

but his influence might be greater if his investment is in his 

family company. 

Directors

Sally is one of the directors of a family company. She has been 

appointed by the shareholders to manage their investment.  

As a board member she works with other board members to:

•  Develop a strategy to grow the value of the shareholders 

investment in the business.

•  Ensure that the shareholders investment is protected  

(risk management) and that the company complies  

with various government regulations.
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•  Appoint a Chief Executive Office 

and key managers who will 

implement the steps necessary 

to deliver the strategy. (i.e. unless 

she is also a manager she does not 

get involved in implementation).

If she works in the business it’s 

important that she distinguishes 

between her separate roles as  

director and employee.

Non-Family Advisers and Directors

In the early stages the directors of the family business will 

generally be family members. But as the business develops, 

an important step to accelerate growth is the appointment of 

non-family members to either the Board of Directors or to an 

Advisory Board.

Independent directors bring both outside experience and an 

ability to view matters without the emotional baggage that the 

family sometimes brings to the table. As such they often have 

a leavening influence and act as honest brokers who help the 

family deal with ‘hot’ issues. 
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Family Structures

Though the business world offers a model for how to structure the 

business side of the equation the family business world has had to 

develop its own model, the Family Council, for dealing with family issues.

Why is it Important to have a separate the two? As discussed earlier 

family and business come from two very different worlds that operate 

under different rules. A key learning from family business best practice 

is that better decision making occurs when issues are dealt with in the 

appropriate environment – business issues at the Board Table, family 

issues at the Family Council.
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Family Council

The Family Council includes both family members who are 

working in the business as well as those not actively involved 

in the business. It is established as a forum where matters that 

concern the family in relation to the business can be raised 

and dealt with. As such it helps promote communication and 

introduces non-active family members to some of the broad 

issues that the business deals with. It is to the family what the 

Board is to the business. 

Any concerns family members have are discussed in this  

forum and are then relayed to the Board through well- 

defined channels.

One of the key roles of the Family Council is the creation of a 

Family Constitution or Charter, which sets out the rules for how 

the family and the business interact.

The members of the Family Council act as representatives for 

the broader family. In larger families a Family Retreat will also  

be held to engage with the whole family. 

Summary

There’s an old saying that ‘good fences make good neighbours’. 

In a family business good governance systems are a key step in 

the professionalisation of the family business. They ensure that 

issues are dealt with in the appropriate forum – family issues at 

the Family Council, business issues at the board table.
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What do we mean by Entrepreneurship?

An entrepreneur is a person who takes on a new 

venture or enterprise and accepts full responsibility 

for its outcome. In a family business context this 

does not stop at the start-up phase but continues 

on to:

• entrepreneurial leadership and

• entrepreneurial strategy

both of which are vital to maintain family  

harmony and keeping the family business  

successful in the marketplace.

KEEPING THE
ENTREPRENEURIAL SPIRIT ALIVE
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Family Business Development

It has been identified that there are three key dimensions  

in which family businesses interacts. These dimensions:

• Business 

• Family 

• Ownership

undergo a number of predictable transitions of the business, 

the family.

Family Business Evolution

Businesses evolve through a number of distinct stages. 

• Start-up.
• Growth and professionalisation.
• Maturity.
• Revival.

Entrepreneurial Leadership

In a family business there are three aspects to leadership:

• Leadership of the business.

• Leadership of the family.

• Leadership of self.

In all three areas, adopting the mindset of an entrepreneur 

encourages the spirit of growth and innovation that is required 

to keep the family business, and its members open to new 

ideas and possibilities.
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The issues faced by businesses at each of these stages are well 

known. Management schools teach how to deal with them, 

books have been written on the subject, advisers and coaches 

are available who can help you deal with these stages. What’s 

more, the transition between the various stages is predictable.

The first step is to identify what stage your business is at that 

you can be aware of the critical issues you have to deal with. 

Your management team can then focus on strategies for 

dealing with them.

Family members working in the business transition through a 

number of distinct phases from: 

• A family with young children. 

• The next generation entering the family business.

• Working together. 

• Passing the baton.

A wise leader will understand these stages and focus on the 

training and development appropriate to each stage.



Ownership is the third dimension. Family 

business generally start with the entrepreneurial 

founder who is a sole owner. This will often 

transition into a partnership of siblings where 

there is shared control. In effect the family 

business moves from the control of a ‘benevolent’ 

dictator to a democracy. This requires very 

different management, negotiation and conflict 

management skills. 

Business

Start–up

Expansion/
Professionalisation

Maturity

Family

Young Family

Entering the Business

Working Together

Passing the Baton

Ownership

Controlling Owner

Sibling Partnership

Cousin Consortium
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Self-leadership is often the most difficult challenge. 

We’re all generally pretty good at working out how others  

need to change their ways, buts it’s another thing all  

together when it comes to changing ourselves.

ACFB has developed a useful model for self-development  

in a family business that covers four learning phases:

•  Learning about business – learning business skills is 

often best done outside the family business

•  Learning our business – learning how to apply these 

skills in the family business

• Learning to lead our business – leadership development 

• Learning to let go – leadership and life transitions



•   Providers of patient capital and tend to take a long term view.

The keys to success are:

•  Developing a strategic plan that allows you to  

leverage off these advantages.

•  Using outside advice and an independent board 

of directors.

•  Establishing structures such as a Family  

Council as a vehicle for addressing family issues.

Summary

Entrepreneurship goes beyond the start-up phase of a business. 

Entrepreneurial thinking is critical for success in both leading 

and developing winning strategies for your family business.
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Entrepreneurial Strategy

There is a common misconception in government circles and 

the general business community that family businesses do 

not perform at the level of their ‘professionally’ run corporate 

counterparts. In fact studies have shown that family businesses 

outperform non-family businesses on measures such as 

profitability and return on investment. This means that being  

a family business offers significant competitive advantage.  

Among the advantages available to family businesses are:

• A high level of trust and commitment to family values.

•  Less bureaucratic structures mean that managers are closer to 

the market and can respond quickly to opportunities or threats.
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STEWARDSHIP OF YOUR 
FAMILY BUSINESS
What do we mean by Stewardship?

Stewardship refers to the act of taking responsibility for the 

care of something owned by someone else. In a family business 

context this requires a shift in mindset from one in which the 

current owner is building the business for their own benefit, to 

the principle that they are custodians for future generations. 

This has implications both at a personal and business level.

Individual Stewardship 

Family business leaders are stewards of more than just the 

business. They are also care takers of the family name, its 

history, its reputation and the family’s wealth.

As stewards the leaders hold the reigns for the benefit of  

future generations, and take pride in ensuring that they hand 

the business across to the next generation in better shape than 

it was when they took over. 

FAMILY BUSINESS AUSTRALIA



PROFESSIONALISING THE FAMILY BUSINESS  25

Business Stewardship

Developing a stewardship culture in a family business requires 

long-term thinking and a clear vision that is shared by all family 

members. The culture becomes one of focusing on satisfying 

the needs of the family and the organisation, rather than 

personal success.

While this concept generally doesn’t emerge until a family 

business has progressed to the third, forth or subsequent 

generation the drive toward it can start much earlier. 

As the business and the family grow through the generations 

they go through a number of transitions. This might involve  

the original family business being sold or transformed into  

a completely different business. In fact recent Family Business 

Surveys indicate that over 40% of current owners see the sale  

of the business as their preferred exit strategy.

If this is the case, stewardship thinking helps the family change 

from a ‘Family Business’ to a ‘Family in Business’. The original 

business may grow into a portfolio of businesses or could be 

sold and the resulting capital retained and managed collectively  

as an investment pool for the benefit of the whole family. 



Planning for Stewardship –  
Developing a Succession Plan

The ultimate test of successful stewardship, creating a multi-

generational business family, requires the family to successfully 

negotiate the transfer of the family business through the generations. 

The succession process, like any other change process, can be 

a difficult one for all parties involved. However, it can be made 

much less painful if the family has adopted stewardship thinking 

into its culture. 

Unfortunately planning for business continuity seems to be very 

low on the agenda for most family businesses. Only 15% of the 

businesses surveyed in the 2009 FBA KPMG Family Business 

Survey reported having a formal succession plan in place.

We can all probably guess why this is. For the current leader, 

succession planning involves making some pretty tough 

decisions about a range of issues including –

• Stepping back from a lifetimes work.

•  Relinquishing control of the business.

• Recognition of the aging process.

•  Disengaging from relationships with long term  

colleagues, employees and other stakeholders.

•  Evaluating the abilities of their children and entrusting  

them with the future of the business.
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•  Selecting a potential successor from a number of  

family members.

•  Relinquishing financial control and the security that  

goes with it.

•  Fear of retirement.

•  Working out what to do that will be as meaningful  

as their current role.

Facing these issues can be quite daunting. Without a common 

vision for the family business and a culture of stewardship,  

it’s often difficult to find a starting point for these vitally  

important discussions.

By the time the business has evolved through the third,  

forth or subsequent generation, the family will hopefully  

have developed a successful formula, either by replicating  

the successes of earlier generations, or by learning from  

their mistakes. 

Creating a family business that lasts through the generations  

is often seen as the epitome of family business success.  

Whilst this suits some multi-generational family business  

only a small percentage see this as the ultimate goal. 

Summary

However the concept of stewardship can be adopted by any 

family businesses. It requires an appreciation of the family’s 

history, the legacy handed down by previous generation, and  

a commitment to the future of the family business.



In Summary

Being involved in a family business can be as challenging  

as it is rewarding. Hopefully the principles discussed in this 

booklet will help you with the many challenges faced by you  

in your family business. 

Develop the architecture that encourages belonging 

through a commitment to shared values and maintains  

a level of professionalism without sacrificing the ‘famliness’  

of your business.

Implement sound governance systems to maintain this 

professionalism and ensure  that all issues are dealt with in 

an appropriate forum – family issues at the Family Council, 

business issues by the Board of Directors.

These concepts, along with an embracing of the principles  

of entrepreneurship and stewardship are key in developing 

the winning strategies needed to lay the foundation that will  

see your family business prosper and grow into the future.
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Family Business Australia – for details of the contact in your 

state go to www.fambiz.org.au or free call 1800 249 357.

© AGES concept was developed by the Australian Centre 

for Family Business at Bond University 

© Harry Kras 2010 

This booklet was written by Harry Kras, Director of the Family 

Business Resource Centre www.fbrc.com.au for Family Business 

Australia www.fambiz.org.au 

Harry is an FBA Accredited Adviser and can be contacted 

at 03 9018 9800. 

The information contained is for general information only and 

should not be relied on as, or in substitution for, professional advice. 

WHERE TO GO
FOR SUPPORT
Family Business Australia – for details of the contact in your 

1800 249 357.

© AGES concept was developed by the Australian Centre 

This booklet was written by Harry Kras, Director of the Family 

 for Family Business 

Harry is an FBA Accredited Adviser and can be contacted 

The information contained is for general information only and 

should not be relied on as, or in substitution for, professional advice. 

FOR SUPPORT
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