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Creating value through
good governance
How to balance what is right for the
business and for the family

T

he STEP Project Global Consortium and KPMG Private
Enterprise are pleased to have the opportunity to share the
insights gathered from more than 1,800 family business leaders
in every major region of the world. The STEP 2019 Global Family
Business Survey examined the impact of changing demographics
on the future of family businesses and was followed up with in-depth
interviews among family business leaders across the globe, many of
whom generously agreed to openly share their experiences in a series
of four co-authored articles.
The first article in the series, “The courage to choose wisely: Why
the succession decision may be a defining moment in your family
business,”explores the ways in which changing demographics are
influencing succession decisions and the succession planning process
itself.
The second article, “The power of women in family business:
A generational shift in purpose and influence,”takes an up-close look
at the demographic shifts that are changing the role of women in family
businesses and the unique competitive advantages they can deliver.
The third article, “Creating value through good governance: How
to balance what is right for the business and for the family,”
examines the many layers of family and business governance systems
and mechanisms and the ways in which the evolving principles of good
governance create value for both the business and the family.
Our insights are derived from the findings of the STEP 2019 Global
Family Business Survey and the first-hand experiences of multigenerations of family business leaders globally.
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About the
STEP 2019
Global Family
Business Survey
The Successful Transgenerational
Entrepreneurship Practices (STEP)
Project Global Consortium and KPMG
Private Enterprise entered into a strategic
alliance to conduct research to develop
a deeper understanding of the impact of
changing demographics on succession and
governance practices for business families.
The STEP 2019 Project Global Family
Business report surveyed more than 1,800
family business leaders from 33 countries
across Europe, Central Asia, North America,
Latin America, the Caribbean, Asia, the
Pacific, the Middle East and Africa. The
survey provided an opportunity for the
participants to provide their views on
how changing demographics affect family
business governance, succession, societal
impact, entrepreneurial orientation and
performance. A summary of the survey
report can be found here.
As a follow-up to the survey, more than
25 personal interviews were conducted
with family business leaders (who represent
some of the largest family businesses in
the world) prior to COVID-19 and following
its onset beginning in March 2020 until
the publication date. The insights gathered
from these interviews helped to deepen
our understanding of the context behind
the survey results and allowed us to
explore these insights further in this
article, the third in our four-part series.
This article examines the value of good
governance in family business and the
family governance mechanisms that
leading family businesses employ.

The family
governance
value
proposition

C

hoosing the right governance
practices in a family business
is a critical ingredient for
its long-term sustainability. While
business governance is essential for
effective business processes and
establishing control mechanisms,
family governance processes and
structures serve a different purpose.
Not only do they help to support a
strong communication environment
among family members, but they also
help to define who the family is as a
group and what they want to achieve.
As revealed in the STEP 2019 Global
Family Business Survey, 88 percent of
family CEOs around the world reported
having a medium-to-high level of
family identification with their firms.
Our findings have shown that the level
of family governance development
is linked to how strongly family
members identify with their firm.1

What is the value of good governance
in the family business environment?
We typically describe governance
as a system of interconnected
philosophies, mechanisms, structures
and practices that support good
decision-making and communication
among individuals. In a family business,
these individuals have shared interests
and goals as well as multiple roles
as shareholders, operators of the
business and members of the family.

1

2

STEP 2019 Global Family Business Survey — “The
impact of changing demographics on family business
succession planning and governance.”

The family governance value proposition
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A strong family governance system
that might include tools such as
family councils, assemblies and
constitutions provides clear guidance
as to how decisions will be made by
the family (both for the family and for
the business) and it helps to create a
unified voice both inside and outside
the family. All of this contributes to the
professionalization of the business
and cohesion within the family itself.
About 40 years ago, the “three-circle
model of the family business system”2
was introduced as an organizing
framework for understanding family
business systems. In simple terms,
this model presents the three
interdependent and overlapping groups
that comprise a family business:
family, business and ownership. While
overlapping in some spheres, each
group has its own goals, priorities
and dynamics and the long-term
success of family business systems
depends on how well each group
functions and supports the others.
The framework for family governance
must support the decision-making
processes, communications
and cohesiveness of all of these
groups as owners and operators of
the business and as contributing
members of the family itself.

2

Tagiuri R, & Davis J. (1996). Bivalent attributes of the
family firm. Family Business Review, 9(2),199-208.

The family governance value proposition
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Governing with
intent

B

y its very definition, the
controlling family in a family
business is a driving force for
deciding how the business chooses
to operate and how it will define
success. Often, these choices are
based on the shared purpose of the
family and the business: ‘Why are we
here? What do we want to accomplish
together? How do our choices reflect
and support our family’s values?’

The
concept of a
‘best practice’ in
family governance
doesn’t exist.
A good practice
10 years ago might
be frowned upon
today.

Several family business leaders told
us that it was essential to have formal
governance practices in place as their
companies grew and matured. The
time came when it was necessary to
create appropriate frameworks and
structures to make sure that checks
and balances were in place for the
business to scale up successfully. They
told us that good family governance
practices were a key factor in fulfilling
their family’s purpose and creating
value for customers, employees,
shareholders and their communities.

Family leaders such as these are often
looking for the ‘best structure’ and
advice on governance ‘best practices.’
The concept of a ‘best practice’ in
family governance doesn’t really exist
and as one family business leader
described, “What was considered
to be a good practice 10 years ago
might be frowned upon today.”
In reality, governance systems are a
dynamic set of tools and it’s important
to review them regularly to ensure
that they continue to be appropriate
and relevant at given points in time
and, most particularly, during times of
significant change. Better questions
to be asking are: How does the
enterprising family system define
success? What does the family —
as owners, executives and family
members — and the business need in
order to be successful at any given point
in time?

Family business CEO
Construction industry,
United Kingdom
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Making governance
‘fit for purpose’

D

ue to changing demographics,
we are beginning to see
an emerging theme. There
is a gradual shift away from being
‘family owned and run’ — which is
particularly common in first- and
second-generation family firms — to
being ‘family owned and non-family
managed’, whereby family members
are only involved at the ownership
level (and occasionally on the board),
but not in the day-to-day operations of
the business. This makes it necessary
for governance structures to adapt
to a new scenario in which family
members are primarily owners and are
not involved in running the business.
Such is the case for J. Murphy & Sons
Limited, a third-generation family
business that develops and maintains
large infrastructure projects in the UK,
Ireland and Canada. For this family,
there is a clear definition of decisionmaking authority that is embedded in
the family’s governance framework
and captured in the shareholders’
agreement. While no family members
– with the exception of CEO John
Murphy – currently participate in the
day-to-day operations of the business,
each branch of the family is represented
on the operating company board to
provide family oversight. This governance
mechanism is designed in part to make

sure that the family’s purpose and
values are reflected in all the strategic
decisions that are made by the business.
With appropriate governance structures
and systems in place, both business
decisions and family relationships can
be enhanced. As J. Murphy & Sons
CEO, John Murphy explained, “Every
responsible business needs a good
governance framework to draw a clear
line between where the family is and
where the business is. I am very proud
of the heritage of our family ownership
and I see the benefit of the generational
long-term thinking that comes with
it. However, businesses need to have
a professional edge and having a
strong governance structure helps to
define how one maintains that level of
professionalism.”
In the case of Universal Cement
Corporation in Taiwan, a different model
has been adopted. The company was a
founding member of the ‘Tainan clan’
in the 1960s, a collection of businesses
that were jointly owned by several
leading families and members of the
community. Under the clan model,
non-family, professional management
was the governance choice for all of the
companies that were members. Over
time, however, Universal Cement’s
business began to decline due to

a lack of innovation and the highly
conservative approach of the non-family
management team. Consequently, Mr.
B.-Y. Hou, Universal Cement’s Chairman
and CEO, assumed full ownership and
management control in 2008 along
with his two fourth-generation sons.
When a family owns the equity but does
not have adequate mechanisms for
overseeing the company’s performance,
non-family management control may
not be the best governance choice
for the long-term development and
sustainability of the business.
The evolution of informal governance
systems to those that are more
formalized is inextricably linked to the
increasing complexity of the business
and the family. It makes it necessary
for the governance systems to evolve
in parallel with the progression of the
family and the business and continue to
be fit for purpose at that time and stage
of the family’s evolution.
Therefore, family governance
needs to be adaptable and reflect
the generational composition,
roles and responsibilities of family
members as their ownership and
management responsibilities evolve.

Making governance ‘fit for purpose’
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Whose role is
it to govern?

We have
been creating,
together with
my children, the
future governance
rules for the
family assets.
It’s a process
that we’re going
through together
so that they can
define what they
want, in terms of
governance, for
the assets of their
own children and
grandchildren.
Filipe de Botton
Chairman,
Logoplaste,
Portugal

6

W

e have learned through
research and direct
experience with family
businesses throughout the world that
families who engage all generations
of family members in planning and
implementing their governance
systems achieve two objectives.
First, senior members of the family
have the opportunity to reflect on
what they have built and to pass
on what they have learned through
various changes in the family’s
approach to governance. Second,
next-generation members of the
family bring a fresh perspective for
addressing the challenges that the
current generation is facing in the
family and in the business. Perhaps
most importantly, the next generation
of the family has the opportunity
to co-create the future systems
that they will ultimately oversee.
As Filipe de Botton, Chairman of
Logoplaste in Portugal described,
“We have been creating, together
with my children, the future
governance rules for the family
assets. It’s a process that we’re going
through together so that they can
define what they want, in terms of
governance, for the assets of their
own children and grandchildren.”

Family business leaders we
spoke with also described how
family governance practices and
tools are helping to shape and
reinforce a shared future for their
families by continuing to open up
opportunities to review and agree
upon the fundamental purpose
of the business, confirm the
family’s core values and define the
desired culture and vision of the
business for the future as potential
successors come to the forefront.
With potential succession events on
the horizon and multi-generational
perspectives emerging within the
family business, there is additional
pressure on understanding the
impact that governance practices
may be having on critical, and often
long-term, decisions. This includes
the criteria for the development of
future successors and the criteria
for making the right choice of a
successor at the right time. These and
other important considerations for
succession planning are addressed
in detail in the first article in our coauthored series, “The courage to
choose wisely: Why the succession
decision may be a defining
moment in your family business”.

Whose role is it to govern?
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Every responsible business needs a good
governance framework to draw a clear line between
where the family is and where the business is. I am
very proud of the heritage of our family ownership and
I see the benefit of the generational long-term thinking
that comes with it. However, businesses need to have
a professional edge and having a strong governance
structure helps to define how one maintains that level
of professionalism.
John Murphy
CEO,
J. Murphy & Sons,
United Kingdom
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The mechanisms of
family governance

F

amily dynamics often make
conversations challenging and
discussions in family business are
no exception. It can be difficult to talk
about how the business may need to
change and to agree on how to support
its evolution from one generation to
the next — potentially from a business
that has been based on a tradition
of ‘trust, informality and implicit
rules’ to a new tradition of ‘structure
and explicit rules’. As the business
matures and grows, the presence
of family governance mechanisms
becomes all the more essential.3

While evolution can be challenging,
the value of good family governance
systems at every stage of the
business far outweighs the obstacles.
Family business governance is about
maintaining the equilibrium between
what the business is trying to achieve
and what the family wants to achieve.
So, in addition to customary corporate
governance systems, families in
business have the opportunity to build
their own unique family governance
systems to balance their economic and
family-centric goals and translate them
into a shared vision for the family.

3

8

Family governance also may include
the management of assets and wealth
through family councils, assemblies
and constitutions and the need to build
cohesiveness throughout the family,
especially when it begins to move to the
cousin consortium stage and beyond.
Over the past 2 decades, the concept
of the family office has gained
momentum. While families — especially
those in the West — primarily set up
family offices as one-stop shops for
investment, tax and estate planning,
they have now progressed well beyond
wealth management to also carry out
important governance, education,
philanthropic and social functions.
In one case that we are familiar with,
a family business in Venezuela set up
a holding company — which could be
seen as a form of the family office — to
effectively manage the family’s business
portfolio, which allowed them to create
a shared vision on topics such as
strategy, diversification, risk, profitability,
taxation and control. The family is now
in the process of institutionalizing the
family office to advance the family
governance functions and help the
family establish its constitution.

“The Power of Governance in Family Business”, 21 February 2017, Dominic Pelligana, KPMG Private Enterprise,
KPMG in Australia https://home.kpmg/xx/en/home/insights/2017/01/power-of-governance-in-family-business.html

The mechanisms of family governance
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Key insights
When assessing the role of family
governance in your business family,
it is important to consider some
key principles and characteristics of
effective governance.
Family governance in the family
business model focuses on
supporting the shared purpose,
principles and values of the
family and its business and
answers the questions: why
are we doing this together and
what do we want to achieve?
Good governance sets clear
boundaries around who decides
what: what is a business decision,
what is a board decision, what is
a shareholder decision, what is a
family decision?
There are many family
governance mechanisms, such
as family councils, assemblies,
constitutions and family offices,
but they are only effective if they
are cohesive and flexible so that
the family can work together and
adapt them as necessary.
Family governance is dynamic
and must continue to be ‘fit for
purpose’ as the business and the
family evolve.
Family governance works hand-inhand with corporate governance,
but it has its own unique purpose
and value.
Jesus Luna
National Private Enterprise Leader,
Partner,
KPMG in Mexico

The mechanisms of family governance
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Promoting cohesion,
flexibility and
communication

E

ffective family governance
systems promote cohesion,
flexibility and communication.
This echoes Olson’s model of marital
and family systems, demonstrating
that a functional family system
requires a balance of cohesion and
flexibility that is facilitated through
good communication. Family cohesion
is defined as the emotional bonding
that family members have toward one
another and the degree to which they
are connected.4 In environments that
are often dynamic and unpredictable,
flexibility is the key to finding the
right balance between stability and
change to maintain the health of the
organization. While governance rules
may impose restrictions on certain
behaviors and actions, it can also be
flexible enough for family members
to undertake important actions within
the governance framework. COVID-19
has provided a multitude of examples
of the ways in which good governance
systems have upheld the need to be
flexible without diminishing the stability
of the business and the family.
The key here is how a system balances
stability versus change. A case in point
is how effective governance systems
can prepare the family and the business
for unpredicted adversity. The goal of
good family governance is to make sure
that family members stay connected

and have opportunities to voice their
concerns and share their emotions in
a professional setting.5 An effective
governance framework that includes
communications protocol and conflict
resolution processes is often used
to provide a neutral mechanism for
recognizing and resolving conflicts and
promoting family harmony whenever
possible.
Forums such as family assemblies
and family councils often provide
a dedicated platform for family
members to discuss specific issues.
However, it is important to note that
these structures may be ceremonially
adopted 6 and do not necessarily
diminish the need for family members
to acquire good and respectful
communication skills for speaking,
listening, self-disclosure, clarity and
staying on topic with each other.
The family business leaders we have
spoken with are generally well aware
of the critically important need to
maintain an open and constructive
dialogue within their families. As Balázs
Lévai, Sales Director, BioTechUSA in
Hungary, described, “In the family,
we discussed everything. Every
contradiction became a compromise,
never a suppressed contradiction
that wasn’t heard and discussed.”

Olson, D.H. (2000). Circumplex model of marital and family systems. Journal of Family Therapy, 22(2), 144-167.
Berent-Braun & Uhlaner, 2012; Umans, Lybaert, Steijvers, & Voordeckers, 2020.
6
Parada, M. J., Gimeno, A., Samara, G., & Saris, W. (2020). The adoption of governance mechanisms in family
businesses: an institutional lens. Journal of Family Business Management.
4
5

10 Promoting cohesion, flexibility and communication
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In the family, we discussed everything.
Every contradiction became a compromise, never
a suppressed contradiction that wasn’t heard and
discussed.
Balázs Lévai
Sales Director,
BioTechUSA,
Hungary

Promoting cohesion, flexibility and communication
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Learning to
get along

We went
for 3 years
without talking
to each other. It
still marks your
life, even when
some of those
family members
are no longer
here. I’ve never
forgotten it and I
think that strong
people shouldn’t
try to impose
themselves on
others’ decisions.
We must leave
room for everyone
to state their own
intentions.
Owner
Housing sector family
business,
France

D

espite the recognition of
the importance of open and
honest dialogue, there are
often family boundaries that can
undermine the goals that are necessary
to drive meaningful discussions and
resolve potential conflicts. Poor family
relationships can add to the hazards,
since they don’t represent a moment in
time, but an entire history of personal
and familial development. Childhood
disagreements may perpetuate into
the present and insert themselves into
interpersonal dynamics in the business.
Your mother, for example, might be your
parent and your boss at the same time.
Or, as the eldest daughter in the family,
you may find yourself working for your
youngest brother.
These situations are not unusual and
conflict can be the norm for some
families in business. Not only are
these situations detrimental to family
harmony, but they can often spill over
and affect the long-term sustainability
of the business itself. Avoidance isn’t
usually considered to be an ideal conflict
resolution strategy. Because conflicts
can be detrimental to some families,
however, it can lead them to practice
partial avoidance by resorting to an
ownership exit or the termination of a
family relationship rather than reopening
old family wounds.

when some of those family members
are no longer here. I’ve never forgotten
it and I think that strong people
shouldn’t try to impose themselves
on others’ decisions. We must leave
room for everyone to state their own
intentions,” said an owner of a housing
sector family business in France.
Those families that have effective
systems for managing conflicts are
more successful in focusing on the
goals of the business and the family
rather than on personal views or old
grievances. Without question, “open
communication” is cited as the most
effective strategy for preventing
and resolving conflicts. Many family
business leaders also subscribe to
implementing a defined decisionmaking authority to help reduce
potential role ambiguity that can
ultimately lead to conflicts.
While literature suggests that
family and corporate governance
systems are effective means for
managing conflict,7 they were cited
infrequently by family leaders during
our conversations. However, we noted
that families who establish family
governance mechanisms, such as family
constitutions, often use those as a
basis for defining how conflicts will be
resolved and how specific situations will
be managed effectively.

“We went for 3 years without talking to
each other. It still marks your life, even

7

Kubíček A, & Machek O. (2020). Intrafamily conflicts in family businesses: A systematic review of the literature and
agenda for future research. Family Business Review, 33(2), 194-227.

12 Learning to get along
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Key insights
A documented conflict resolution
process is only a backstop. If
the process has to be activated
frequently, larger business and
family issues likely need to be
addressed.
In certain situations, there is value in
being preemptive. In one case that we
are aware of, a prenuptial agreement
is included in the family protocol as a
mandatory requirement prior to the
marriage of any family member. These
agreements are intended to ensure the
continuation of family ownership in the
event of a divorce and they define in
advance that any division of property
will be based exclusively on matrimonial
assets that are not linked to the
ownership of the family business.

Conflicts are a natural part of
the family business system. It is
important to seek to understand
the nature and root cause of
the conflicts in order to resolve
them.
Well-defined decision-making
authority in the family business
can reduce role ambiguity and
potential conflicts.
Families should consider
using a combination of conflict
management strategies, such
as open communication,
governance, mediation and
family therapy to achieve the
best results for individuals, the
family and the business.
Luis Díaz-Matajira
Assistant Professor,
School of Management,
Universidad de los Andes,
Bogota, Colombia

Learning to get along
© 2020 Copyright owned by one or more of the KPMG International entities. KPMG International entities provide no services to clients. All rights reserved.

13

Investing in the
family’s most
valuable asset

T

he principal purpose of our
research was to evaluate the
impact of changing demographics
on family business practices. We
weren’t surprised, of course, to learn
that the pace of change is increasing
rapidly with the growing multigenerational outlook and approaches
of family business leaders.
In this environment, families have an
immediate opportunity to secure the
futures of their businesses by investing
in their most valuable asset — the
next-generation family members who
will lead the businesses forward.
The development of this new breed
of future leaders does not happen
in a vacuum, but at the nexus of the
family and the business. It also isn’t
confined to formal education alone,
but includes the informal learning
opportunities within the business
that the family often provides from
an early age. This implicit knowledge
usually begins to develop in the early
years through family experiences and
working in the family business.8
By applying their family governance
systems to create learning
opportunities, families are also able

8

to provide coaching and mentoring
options to next-generation members
through their participation in
philanthropic projects, internships and
apprenticeships. Future family leaders
are often also engaged in junior boards
or as observers of the family council,
owners’ council or a business board.
Others have embraced the concept
of the ‘learning family’, setting up
education and career committees within
the family governance system. In this
way, they coordinate learning initiatives
through a family-specific curriculum
that educates the next generation
about family values and traditions
and provides an opportunity for their
talent and creativity to be explored.
As a family business leader in Germany
described, “Everybody has to get a
decent education. Even if they pursue
a career that is not related to the family
business, they still have to fulfill their
role as a shareholder. That means,
even if they become a physician,
they still have to be committed to
the family business and acquire the
corresponding knowledge to make
a meaningful contribution as an
owner.” Supervisory Board Member,
Mechanical engineering firm, Germany.

Chirico, F. & Salvato, C. (2008). Knowledge integration and dynamic organizational adaptation in family firms. Family
Business Revies, 21(2), 169-181.

14 Investing in the family’s most valuable asset
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Everybody has to get a decent education.
Even if they pursue a career that is not related to the
family business, they still have to fulfill their role as
a shareholder. That means, even if they become a
physician, they still have to be committed to the family
business and acquire the corresponding knowledge to
make a meaningful contribution as an owner.
Supervisory Board Member
Mechanical engineering firm,
Germany

Investing in the family’s most valuable asset
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The role of governance
in family career
planning

When I had
to choose a career,
I was guided by
my father and
the passion I
already had for the
company because
I had worked in
the laboratory
and distribution in
my youth. When I
studied industrial
engineering, I was
happy because I
knew that it would
ultimately help me
do my job well in
the company.
José Manuel Suso
Dominguez
CEO,
Arrocera la Esmeralda,
Colombia

T

here is a strong association
between family education and
career planning. Successful
families that have formal family
governance systems typically establish
a dedicated education and career
committee to help identify the career
aspirations of family members and
bridge them to the development plans
of the business and the family.
Even when next-generation family
members do not see the family
business as their preferred career
choice, families tend to immerse them
in the entrepreneurial environment of
the family at a young age. “When I had
to choose a career, I was guided by my
father and the passion I already had for
the company because I had worked
in the laboratory and distribution in
my youth. When I studied industrial
engineering, I was happy because I
knew that it would ultimately help me
do my job well in the company,” said
José Manuel Suso Dominguez, CEO,
Arrocera la Esmeralda, Colombia.
The intention of next-generation family
members to make the family business
their career choice is reinforced when
they see a clear development path
ahead of them.

16 The role of governance in family career planning
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Key insights
Family education and effective
mechanisms that support
career planning contribute to the
succession intent of next-generation
members.
Families should seek to
understand the individual
aspirations of next-generation
family members and the
intended development plans
of the family and the business
as part of the career planning
process.
A career development plan
with clear rules and policies can
help raise future generations’
succession intentions.
There is no one-size-fits-all
approach to career planning.
Families should tailor their
strategies to reflect the
development trajectory of nextgeneration family members, the
family and the business.
Jeremy Chi-yeung Cheng
Researcher,
Center for Family Business,
The Chinese University of Hong Kong,
Hong Kong (SAR), China
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Family first or
business first?

We
plan on having
professionals
in most senior
management
positions in the
future so that
the company’s
operations
are managed
independently
from family
members,
while the family
continues to retain
control through
the board of
directors.
Claudia Visani
Board member,
Inversora Lockey,
Venezuela

T

he importance of developing
human capital is reflected in both
corporate and family governance
systems due to the need to engage
and develop family and non-family
members. As we heard from family
leaders, there are various factors that
affect decisions about engaging nonfamily members as managers — or
even leaders — of the family business.
When the family perceives advantages
in engaging professional management
for the sustainability of their business,
it is typically based on a fundamental
decision to put ‘business first’.11
As an example, Claudia Visani, former
CEO and current board member of
Venezuela’s Inversora Lockey explained,
“We plan on having professionals in
most senior management positions
in the future so that the company’s
operations are managed independently
from family members, while the family
continues to retain control through the
board of directors.”
There are several factors that can
influence such a decision. Some
families choose to engage family
members almost exclusively in
leadership and managerial roles. In the
case of Arrocera la Esmeralda, a familyrun rice production and distribution
business in Colombia, for example,
the family protocol states that if there
are two equally qualified candidates
for a position in the business, the

family member is to be selected. The
family acknowledges that there are
pros and cons to this policy and clear
family employment policies have been
adopted in their governance structure
that everyone must adhere to.
While some family firms may be
accused of nepotism in their succession
and recruitment practices, this is not
universally true. The choices they make
have to be right for that specific family
and at that specific time in their life cycle
and based on the history of the family,
their current dynamics, future aspirations
and overall attitudes and values.
In this context, the concept of ‘fairness’
relates to meeting the economic
and non-economic goals of the
family business simultaneously.12 13
The privileged treatment of family
employees, if based on merit,
does not necessarily contradict the
‘business first’ mentality, but it relates
to the family’s aim to maximize its
performance, as measured by realizing
both the economic and non-economic
goals of the controlling owners.
With changing demographics and the
gradual shift away from ‘family owned
and run’ to ‘family owned and non-family
managed’ that we noted earlier in this
article, the concept of ‘business first’
may have increasing appeal in certain
family business situations.

Astrachan, J.H., & Kolenko, T.A. (1994). A neglected factor explaining family business success: Human resource
practices. Family Business Review, 7(3), 251–262.
12
Samara, G., & Paul, K. (2019). Justice versus fairness in the family business workplace: A socioemotional wealth
approach. Business Ethics: A European Review, 28(2), 175-184.
13
Samara, G., & Arenas, D. (2017). Practicing fairness in the family business workplace. Business Horizons, 60(5),
647-655.
11
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Key insights
While family firms may be
criticized for nepotism, many have
adopted professional norms and
standards in their succession
and recruitment practices.
Families can strike a balance
between being ‘family
first’ and ‘business first’ by
implementing governance
principles and practices that
incorporate their choices in
human resource planning.
Families that formulate family
employment policies illustrate
what it means to be ‘family first’
or ‘business first’. Fairness and
transparency are critical qualities
of these policies, however, the
consistent execution of the
policies is the key to deriving
true benefits for the family and
the business.
Establishing a retirement age for
management and governance
roles is advantageous to the
current generation and future
successors.
Tom McGinness
Global Leader,
Family Business,
KPMG Private Enterprise,
Partner,
KPMG in the UK
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Nurturing
tomorrow’s
entrepreneurs

The
entrepreneurial
spirit in succeeding
generations is
kindled through the
freedom given to
them to start their
own ventures. It is
prescribed in our
family constitution
that monetary
support and
mentorship will be
provided to family
members who
want to undertake
such activities upon
the discretion of
the family
business board.
John K. Paul
Managing Director,
Kuttukaran Group,
India

I

n addition to the importance of
education and career development,
nurturing transgenerational
entrepreneurship is often a family
priority. It is viewed as essential for the
continued development of innovations
that will bolster the competitiveness
of the business while also sustaining
the core purpose, principles and values
of the family. Family governance
structures have a role to play in this
regard by formalizing the processes that
provide family members with practical
experience and opportunities to unleash
their entrepreneurial spirit and create
their own new ventures.
As described to us by Mr. John
K. Paul, Managing Director of
the Kuttukaran Group in India, his
family’s entrepreneurial ambition is
actively supported in the following
way: “The entrepreneurial spirit in
succeeding generations is kindled
through the freedom given to them to
start their own ventures. It is prescribed
in our family constitution that monetary
support and mentorship will be
provided to family members who want
to undertake such activities upon the
discretion of the family business board.”
More and more often, we find that
families are turning their attention
to the ‘founding intention’9 of their

9

family business and encouraging
family members to embark on an
entrepreneurial career. This sometimes
includes the creation of a nextgeneration venture inside the family
business or a separate business that
is independent of the original family
endeavor. Family businesses that
undertake initiatives such as these offer
real opportunities to family members
to pursue a boundaryless career by
developing their skills inside the family
business and beyond.10
As an example, when it was recognized
that the entrepreneurial drive of the next
generation of their family members was
already well entrenched, one family in
Guatemala developed a “young talent
development program.” Its aim is
twofold: to encourage the development
of innovations and to introduce young
family members to the company’s
culture. Next-generation members are
invited to develop a project to improve
the business in an area that’s of greatest
interest to them. In one case, the fresh
perspective of a young, up-and-coming
entrepreneur in the family gave senior
management a rapid insight as to how a
new generation of consumers perceives
the company’s products and markets
and a plan for how the business could
pivot as a result.

Schroder, Schmitt-Rodemund, & Arnaud, 2011; Zellweger, Sieger, & Halter, 2011.
Arthur, M.B., & Rousseau, D.M. (1996). The boundaryless career as a new employment principle. In M.B. Arthur and
D.M. Rousseau (Eds.), The boundaryless career (pp. 3-20). New York, NY: Oxford University Press.

10
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Key insights
Nurturing the passion for
entrepreneurship across generations
drives innovation, family energy
and future competitiveness.
Embracing the concept of
the learning family, families
should rethink the education
and development of the
next generation, including
formal and informal learning
aimed at increasing their
roles as both shareholders
and business managers.
The family governance system
can be an effective mechanism
to coordinate and plan the
learning initiatives of the next
generation of family members
and the family as a whole.
Continuing investment in
the entrepreneurial spirit of
all generations can better
utilize their energy and drive
innovations forward.
Miguel Ángel Faura Borruey
National Private Enterprise Leader,
Partner,
KPMG in Spain
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A blueprint for
family governance

I

t is important for every family
business to ensure its governance
practices and mechanisms are
aligned with the realities of the day.
The key is to determine how well each
family’s governance system is able to
balance the need for stability while
retaining its agility and resilience.
While governance rules may impose
certain restrictions on the behavior
or actions taken by the business
and the family, they also need to be
flexible enough to allow managers
and family members to pursue new
activities within that framework.
The responses to COVID-19 have
revealed excellent examples of how
family governance systems have
achieved this balance through decisionmaking frameworks that are flexible
enough to allow quick action to protect
the family business without losing
sight of its core purpose and values.
The evolution of informal governance
systems to those that are more
formalized is inextricably linked to the
increasing complexity of the business
and the family. It makes it necessary for
governance systems to evolve in parallel
with the progression of the family and
the business. This requires them to be
flexible enough to achieve their intended
objectives — even during periods of
unpredictable change — so that they
can continue to be fit for purpose.

We encourage you to learn more about
the families who contributed to our
conversations and brought to life their
insights on the impact of changing
demographics on family governance
practices. You will find the profiles
of these prominent family business
leaders and their businesses on the
KPMG Private Enterprise website.
Be sure to watch for the fourth article
in our four-part series as we explore
the impact of changing demographics
on the unbreakable bond between
business and family legacies. If you
missed the first two articles in the
series, you will find them here: “The
courage to choose wisely: Why
the succession decision may be a
defining moment in your family
business” and “The power of women
in family business: A generational
shift in purpose and influence”.
We invite you to contact us at
familybusiness@kpmg.com to receive
the next article in the series as soon
as it’s available. And, as always, we
welcome your feedback and invite you
to share your own perspectives and
experiences with us and for the benefit
of family businesses across the globe.
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About the Successful
Transgenerational
Entrepreneurship Practices (STEP)
Project Global Consortium
The STEP Project Global Consortium is a global applied research initiative that explores family
and business practices within business families and generates solutions that have immediate
application for family business leaders. STEP aims to be a leading global family business research
project with an international reputation. The research insights are specifically drawn to be of
relevance to developing new theoretical insights that can offer novel and valuable best practices
recommendations to the business stakeholders and the practice community at large. Having a
global worldwide orientation, STEP offers networking opportunities for researchers, family business
owners and consultants coming from five continents.
Visit: thestepproject.org

About the KPMG Global
Center of Excellence for
Family Business
As with your family, your business doesn’t stand still — it evolves. Family businesses are unique
and KPMG Private Enterprise Family Business advisers understand the dynamics of a successful
family business and work with you to provide tailored advice and experienced guidance to help
you succeed.
To support the unique needs of family businesses, KPMG Private Enterprise coordinates with
a global network of member firms dedicated to offering relevant information and advice to
family‑owned companies. We understand that the nature of a family business is inherently
different from a non‑family business and requires an approach that considers the family
component.
Visit: home.kpmg/familybusiness

About KPMG Private Enterprise
Passion, it’s what drives entrepreneurs, it’s also what inspires KPMG Private Enterprise advisers
to help you maximize success. You know KPMG, you might not know KPMG Private Enterprise.
KPMG Private Enterprise advisers in member firms around the world are dedicated to working with
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your business to the next generation. Working with KPMG Private Enterprise, you’ll gain access to a
trusted advisor — a single point of contact who shares your entrepreneurial mindset. With access to
KPMG’s global resources and alliance network, we’ll help you drive your business forward and meet
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