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More Praise for Entrepreneurs in Every Generation

“It was very hard for me to put the book down. Growing up in an entrepreneurial
family, so much rings so true. | wonder had | read this years ago how my life
might have been different. The book documents so much of what our family
is living through! It has lots of great ideas for preparing the next generation to
continue their roles as stewards of the brands and family participants.”
—NWilliam S. Fisher, Board Member, Gap Inc.

“Allan Cohen and Dita Sharma have written a highly insightful, clear, and
pragmatic argument that innovation in family companies is essential for multi-
generational success. This will help families understand how to innovate in
every generation and how to develop leaders who can bring about needed
change in the family business.”
—John Davis, Chair, Families in Business Program, Harvard Business School, and
Chairman, Cambridge Advisors to Family Enterprise

“The entrepreneurial spirit in my family and our business has been one of the
most important factors in our continued success through six generations. Finally,
a book that not only acknowledges the importance of entrepreneurship to the
long-term success of family businesses but also provides a practical guide to
families who want to keep that entrepreneurial spark alive from generation to
generation. This book is a joy to read and will transform the way you think about
families in business.”

—Sylvia Shepard, former Chair and Founder, Smith Family Council, Menasha
Corporation, fifth generation

“This is the clearest and most comprehensive list | have ever come across of all
the key practices necessary to ensure the development of the entrepreneurial
spirit in every generation. This ‘Magna Carta’ of transgenerational entrepreneur-
ship should be made compulsory reading for all members of family businesses.
This is the best gift | could have wished for! The authors cover all the issues |
wrestled with over the past twenty-five years, as well as some | have not faced
or seen yet but will now be prepared to handle. It is also very timely, as my
older son is now less than two years away from entering university, and this
book will be perfect for discussions between him and me.”

—Cyril Camus, fifth-generation owner and CEO, House of CAMUS Cognac

“I am so excited to see that finally a book has been written on entrepreneurship
through generations. Entrepreneurship is generally abundant in the founder,
and somehow the desire to do something different starts to fade away with the
next generations. In my family | encourage and support entrepreneurship for
the next generation.”

—Surya Jhunjhnuwala, founder and Managing Director, Naumi Hotels, Singapore



“Cohen and Sharma adopt a distinctive structure that advances the discussion
of entrepreneurial issues in families and includes chapters that describe what
to do and how to go about doing it. The text is inspired by research evidence
and introduces key concepts that are illuminated by some recognizable family
business cases drawn from many countries. The research does not clutter the
presentation but rather highlights the intellectual origins of the ideas described.”
—Ken Moores, former President, Bond University, and Consultant and Executive

Chairman, Moores Family Enterprise, Australia

“Entrepreneurs in Every Generation is an inspiring read. Not only do the authors
beautifully tie in the important role entrepreneurship plays in the sustainability of
family enterprises, but they also provide real case studies and tools for change.
A must-read for business owners and their families.”

—Ramia M. EI Agamy, Editor-in-Chief, Tharawat magazine, Dubai and Switzerland

“This new book by two well-respected academics in the family business field
integrates insights from psychology, strategy, and change management with
case studies from family companies around the world. An interesting and
readable book that is especially useful for next generation family business
members.”

—Judy Green, PhD, President, Family Firm Institute

“Cohen and Sharma shed light on the key points needed to ignite the entre-
preneurial spark within generations. They bundle this up in a beautiful and
interactive way. A great read!”
—Willy Lin, Managing Director, Milo’s Knitwear and Milo’s Manufacturing, Hong
Kong, second generation

“A great book for business families that are looking for a learning opportunity to
build their business entrepreneurially. Flexibility and change are the essence
of entrepreneurship in a rapidly transforming society such as India and other
emerging market economies. Professors Allan Cohen and Pramodita Sharma,
two stalwarts with several decades of accumulated combined wisdom in differ-
ent countries, have brought together their insights on family entrepreneurship in
this book. They have done an exceptionally good job of describing the ‘what’ and
‘how’ of building entrepreneurial family businesses. Their present contribution
has the potential to be a change agent and create the road map for business
families to be not only agents of transformation but also institution builders of
the nation.”

—Kavil Ramachandran, Executive Director, Thomas Schmidheiny Centre for
Family Enterprise, Indian School of Business
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FOREWORD

he field of family business is undergoing dramatic change. The

definition of success now surpasses firm survival and continuity to
include family success. The family business field also recognizes that
family success and sustainability increasingly embrace other forms of
collective family purpose—joint philanthropy, new businesses, family
offices, family cohesion, learning, and fun.

While most all family business writings focus on the business
and/or the family, Entrepreneurs in Every Generation shows readers
how success is assuring next generation entrepreneurial leadership in
three dimensions: the business, the owning family, and the organiza-
tion that nurtures both. Applying the entrepreneurial mind-set to all
three dimensions, authors Allan Cohen and Pramodita Sharma define
the challenges and the role for leadership; applying the entrepreneurial
mind-set in all three dimensions is what sets family enterprises apart.

'This book captures fresh insights by going beyond best practices.
Viewed through the diverse lenses of the authors themselves, cases
from all over the world are exciting to study and compelling to repli-
cate. But the book goes further. In each dimension it not only reviews
best practices, but it also urges special attention to the uniqueness of
context. Even further, it guides the reader through helpful work sheets
on how to understand and adapt to context.

xi
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By examining how evolving and improving organizational prac-
tices fuel sustainability, the book’s lessons provide special insight into
the art of continuity, providing actionable ideas on what success-
tul entrepreneurs do and how they do it. By using the example of
past generations to light the way for succeeding generations, next-
generation entrepreneurial leaders can maximize the benefits of a
family enterprise culture. The authors stimulate by highlighting many
values that drive sustainability. Some of the values that stand out in
their cases are

stewardship;

long-term thinking;

attending to all stakeholders;
innovation;

adding value to customers;
hunger for excellence;
continuous improvement; and
walking in the shoes of others.

‘These common values remind readers that there are many age-old
truths to synthesize with the new insights for next generation entre-
preneurs.

Perhaps the biggest challenge for family leaders is how to lead
change in a densely developed and long-established organization
and/or family system. To address this challenge, the authors introduce
a powerful and succinct model for leading change—the “Iron Laws of
Influence for Enterprising Families.”

Pramodita Sharma and Allan Cohen are thought leaders in the
new field of family enterprise, or enterprising families. Entrepreneurs
in Ewvery Generation champions growth—business growth, family
growth, and organizational growth. Next-generation leaders have the
talent to find the new ways to create that growth.

John L. Ward, Clinical Professor of Family Enterprises
Center for Family Enterprises
Kellogg School of Management

Chicago, USA



INTRODUCTION

In themselves, families are endlessly fascinating. They are the crucibles
in which we learn to interact with and relate to those close and dis-
tant to us, to compete and love, and to make sense of the world. The
basic assumptions governing families are derived from the emotional
relationships in them.! A business, on the other hand, is task-oriented,
created to produce a product or service that adds value for customers
and owners alike. Its survival and longevity is determined by its financial
performance over time. When overlapped as family business—all the
complexities of making a living with all the dynamics of family mem-
bership—it is no wonder that there are so many variations, so many
challenges, and so few one-dimensional, one-size-fits-all answers. But
we can learn from others’ experiences and research findings to develop
tailored answers for our unique family and its enterprises.?
Enterprising families—in which each generation adds a layer of
entrepreneurial contributions to the work of previous generations—
are found in all regions of the world and in all facets of economy and
society. The enterprises they run may be small, medium, or large. Their
markets may be local or global. Their products may range from mun-
dane, everyday items or services to the most technologically advanced
ones. But what all have in common is that somehow they learn to

xiii



Xiv Entrepreneurs in Every Generation

Enterprising families—in which each generation
adds a layer of entrepreneurial contributions
to the work of previous generations—are found
in all regions of the world and in all facets of

economy and society.

navigate the fine line between family and business to be successful on
both family and business dimensions simultaneously.

It certainly isn’t automatic or easy to instill in the next generation
the necessary hunger and talent to find new and better ways to do
things, find and service customers, finance the enterprise, and lead for
the future. All are needed to create families and organizations that
generate the new ideas, practices, products, and passion that cross gen-
erations. Our personal involvement with family business has led us to
address enterprising families at all stages of their careers. We will use
many examples of successful family firms around the world that have
done and currently are doing what it takes to improve the odds that
their enterprises can continue successfully into the future.

How Some Family Companies Innovate

Here are a few examples of the family companies that have innovated
across generations and responded to changes in markets and business
models.

Success against tough odds. How many text or email messages did
you receive today? And, in comparison, how many letters came in an
envelope? Most people now receive many more electronic communi-
cations than physical ones. If you are like us, perhaps you recall the de-
lightful feeling of writing a letter to a loved one on special stationery or
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checking the mail box for days eagerly waiting to touch the envelope
and the letter it carried. Or waiting anxiously for a payment to arrive
in that special envelope with a clever plastic window that let the car-
rier read your name. Or the nervous wait for your grades to arrive in a
distinctive envelope from the registrar’s office. Email attachments and
electronic drop boxes have taken over the task of moving X-rays, pho-
tographs, and tickets around. What happened to those family busi-
nesses that made the envelopes that once carried letters, checks, or
other documents from one place to the next? Did they collapse over
time under the weight of new technologies? Most did, but not all!

Tension Envelope Corporation® of Kansas City in the United States
currently produces over 12 billion envelopes a year generating annual
revenues in excess of 211 million dollars. A family-owned and -operated
business in its fourth generation, this enterprise was founded by broth-
ers William and Maurice Berkowitz in 1886. Despite the takeover
of communications by computers and telephones, this company has
enjoyed growth and stability for over 125 years, while others in its
industry have perished under pressure. Their website declares that “it’s
an exciting time to be in business” while acknowledging the changes
and challenges “posed by technological advances, environmental con-
cerns, and postal regulations.”

For many, words like innovation or entrepreneurship do not jump
to mind when they think of a simple everyday product like an
envelope. Think again. What are the different types of envelopes you
have seen? In addition to the “Standard Commercial Envelopes,”
the “Envelope Gallery” of the Tension Corporation lists products
like “Special Opener Envelopes,” “Hot Note Envelopes,” “Advanced
4-Color Flexo Envelopes,” “Special Window Envelopes,” “Hot Pota-
to Envelopes,” “2-Way Eco Envelopes,” “Large Mailers,” “CD/DVD
Disk Sleeves & Bind-in’s,” “Send-n-Return Envelopes,” “Packaging
Envelopes,” and “Seed Envelopes™—the list goes on to add different
textures and embossing.

In addition to the seven envelope manufacturing plants at the core
of this family business, Tension Corporation has grown beyond the
borders of the United States and also added packaging and automa-
tion manufacturing to its portfolio. The entrepreneurial spirit seems
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to be imbued deeply in the culture of this company: over the years
it has held more patents than any other envelope manufacturer in
the country. Bill Berkley,* the fourth-generation president and CEQO,
notes that his “great-grandfather believed that innovation solves cus-
tomers’ issues, and [they] continue to apply for patents to continue
this legacy.”

Innovation over generations of family leadership has no geographic
bounds. Caran d’Ache, a Swiss family enterprise, has been a leading
manufacturer and supplier of pencils, fine-art materials, and luxury
stationery throughout the world. Since its establishment in 1915, this
company has relentlessly pursued technical excellence and innovation
regardless of changes in the business environment. Carole Hubscher,
chair of Caran d’Ache’s Board of Directors, explains:

Our business has been through a lot. In the 1930s, for in-
stance, it was difficult to get wood for our pencil production.
We needed to find alternatives and we designed pencils with
a metal body that are trademarked by Caran d’Ache as the
‘clutch pencil.”’ We also tried to produce our pencils with fine
Swiss woods which were hard to work with. It took us nearly
seventy years to figure it out.’

Carol’s father Jacques Hiibscher is credited with diversifying the
company’s production, introducing luxury writing instruments and
extending the company’s presence to more than ninety countries.
The current generation of leaders, while continuing to excel in quality
products and process innovations, is simultaneously focused on stay-
ing at the leading edge of sustainable development and opening flag-
ship Caran d’Ache stores that are aligned with the company’s values.

In another part of the world, five generations of the Murugappa®
family in India have innovated and diversified their business portfolio
over the past 115 years. What started as a money-lending and bank-
ing business in Burma (now Myanmar) in 1900 diversified into rubber
plantations, textiles, insurance, and stock brokerage in Ceylon (now
Sri Lanka), Malaya, and Vietnam by 1915. With continuous expan-
sion through acquisitions, joint ventures, new product launches, and
green-field projects and with annual revenues of over a billion US
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dollars since 2003, the Murugappa Group of Companies is one of
India’s leading business conglomerates. It spans twenty-eight busi-
nesses, including nine listed companies in diverse industries such as
abrasives, auto components, bio-products, plantations, and sugar, to
name a few. While the family drives entrepreneurship, strategy, and
governance, nonfamily executives lead the operations. Separation of
ownership and management, with focus on the core values of artha-
shastra—the fundamental principle of economic activity that no one
with whom the company transacts will lose—continues to guide this
highly respected enterprising family of India.

Can you innovate if your industry is disappearing? Consider the
transition of the Italian Falck Group; it dominated the iron and steel
industry in Italy for almost seventy years from 1906 into the 1970s
but suffered heavy losses in the 1980s and 1990s due to the structural
industry crisis, only to re-emerge as a leader in renewable energy in the
2000s. This experience suggests enterprising families can accomplish
this feat. The founding and evolution of the Falck Group has been
well documented by the prominent economic historian Harold James
in his 2006 book Family Capitalism: Wendels, Haniels, Falcks, and the
Continental European Model. This case is remarkable because a visionary
tamily member worked closely with a few savvy and astute nonfamily
executives to ably redirect his family’s focus and identity from the
steel industry (with which its name had become synonymous) to build
on the founder’s entrepreneurial spirit and move the company from
steel to the renewable energy industry.” For the most part, this turn-
around was accomplished while keeping the family’s solidarity intact.
The younger brother of the turnaround family champion is today
the chairman of Groupo Falck, as this company enjoys a Henokien
position—an honor accorded only to fewer than fifty companies that
are at least 200 years old and run by an heir of the founder, with the
original family holding a majority stake or voting rights.

What makes some succeed? It is certainly not a new phenomenon
for companies to innovate over generations of leaders and overcome
not only industrial evolutions but also environmental or manmade
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disasters such as earthquakes, famines, wars, or accidents. Magazines
such as Fast Company and Forbes release annual lists of the most inno-
vative companies, and some of them, like General Electric and 3M,
have been around for over a century. Countless books have been writ-
ten both on innovation and the dilemmas of innovators or founding
entrepreneurs, as well as on organizational leadership. What we ex-
plore is whether the mantras in these writings are equally effective
for enterprises controlled by one or a few dominant families. With
the complexities introduced by intermingling of kinship ties with the
cutthroat realities of the business world, how do enterprising families
like the Muruguppas, Falcks, Berkowitzs, and Hiibschers accomplish
the feat of being entrepreneurial generation after generation while
simultaneously cultivating a functional family? How do these remark-
able families overcome the sometimes valid danger noted by one of the
greatest industrialists of the modern world, Andrew Carnegie,® who
warned that “the parent who leaves his son enormous wealth generally
deadens the talents and energies of the son, and tempts him to lead a
less useful and less worthy life than he otherwise would.” After all, dim-
ming the entrepreneurial spirit with easy access to wealth is only one of
the golden handcuffs that enterprising families need to overcome.

It is not, however, necessary to wait generations to find enterprising
tamilies to learn from. For example, we also look at younger firms like
Supreme Creations of the United Kingdom, in which regeneration of
the enterprise took place when two generations joined forces. About
two decades ago, Sri Ram established this company to make plain
reusable bags out of jute, cotton, and canvas. With orders from UK
supermarkets such as Asda, Tesco, and Sainsbury, as well as Nike and
Top Shop of the United States, this was a successful start-up. How-
ever, growth accelerated when twenty-two-year-old Smruti Sriram,
the Oxford-educated daughter of the founder, joined the business and
introduced fashion designs. Within a short time, this family enter-
prise had over 50,000 clients around the world and was featured on
the BBC news.!°

What is necessary to innovate continuously and regenerate the
enterprise to add value for customers? The hunger of working hard
and smart must be developed, as at Supreme Creations, and then
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eventually sustained generation after generation. Investments must be
made to avoid warfare among kin for dynastic legacy and power. Fam-
ily turbulence through exits and entries caused by illness, death, di-
vorce, marriages, adoptions, and similar events must be overcome. The
inevitable disagreements about the direction of the business through
the course of a family’s history must be managed. Furthermore, the
pace of growth of the enterprise and the family may not be in sync at
all times. In some generations, the enterprise may grow much more
rapidly than the family, while in others there may be no capable or
interested family members to lead the firm. How are such mismatches
and challenges handled to tame the dark side of working with loved
ones while reaping the competitive advantages of a family team run-
ning a generational enterprise? In this book, we draw insights from

Itis not, however, necessary to wait generations

to find enterprising families to learn from.

companies like Caran d’Ache, Falck, Murugappa, Supreme Creations,
and Tension to understand what exactly they do that enables their
enterprises to flourish over generations of family leadership, while
other companies succumb to the challenging consequences of change.

Technological and market changes are seen not just in bags, en-
velopes, pencils, steel, or banking but are evident in all industries. Yet
against this backdrop of inevitable change, there are examples of enter-
prising families that seem to drink from the entrepreneurial fountain
and have an unquenchable thirst to do things better in each genera-
tion, or at least to learn from and overcome mistakes in a generation.

Although they have often been major players in their chosen indus-
tries, such enterprising families are only now coming to public atten-
tion because of an increased awareness of the significant contributions
of family enterprises to the economic and social well-being in most
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countries around the world. Depending on the definition used and
the focal region, family businesses account for 60 to 98 percent of all
economic activity."! Here are two standard definitions of family busi-
nesses, with slightly different emphases:

* Organizational entities in which either the individuals who es-
tablished or acquired the firm or their descendants significantly
influence the strategic decisions and life course of the firm,
leading to success or failure of the business.'?

* Businesses, whether public or private, in which a family controls
the largest block of shares or votes and has one or more of its
members in key management positions."

Not only are these family firms major job creators, they have been
found to be slow in downsizing when times are tough.* And employ-
ees notice. For example, today Dot Foods Inc. is the largest food redis-
tributor in the United States, delivering more than 100,000 products
to distributors across the country, employing over 4,000 workers, and
having sales over $4.5 billion. But even when it was a small family
business in the 1970s, founders Robert and Dorothy Tracy established
an employee retirement plan® and maintained its no-employee-
lay-off policy in the 1980s when they lost two major contracts.
In 1999, the employees thanked the Tracy’s by raising $25,000 to
buy a fifty-three-foot trailer to not have to relocate outside of Mount
Sterling, Illinois.

Some family enterprises crumble or explode. These examples are
living proof that enterprising families can find ways to transmit the
hunger for excellence and innovation across generations. In addition,
they can find their own unique ways to socialize and develop the next
generation of leaders to ensure that the family enterprise continues to
succeed and grow beyond the founder’s tenure. Nevertheless, sadly, it
isn't hard to think of examples of businesses around the world that did
not do so well. Books like Family Wars'® capture the juicy estate battles
of the Ford family, or the disagreements between the McCain or the



Introduction xx1

Enterprising families can find ways to transmit
the hunger for excellence and innovation

across generations.

Ambani siblings, or the struggles of the Spanish Alvarez family be-
tween father and sons,'” or the Gucci family’s saga of internal disputes.
Yet such wrangling and squabbles are surely not the exclusive domain
of legendary families that are in the public eye. Every community has
its own set of unique family problems that lead to business exits.

It is not just the changes in the business environment or family dis-
putes that can halt the generational continuity of a family enterprise.
What is a family to do when the political environment is so unstable
that they live under the constant threat of abduction and kidnapping?
Or what if a change of regime brings with it mass deportations that
force the family to leave in a hurry with few possessions and to start
all over again in another part of the world> What happens if a natural
disaster or war strikes, leaving the business in rubble and several key
family members lost to eternity? What is to be done when there are
no suitable heirs in the next generation or when there are so many
members in the next generation that the business is not big enough to
accommodate them all? And what is the best course of action when an
enterprise was started not by one family but by two or more? Or when
two or more equally capable siblings have very different visions of the
future? In this book, we focus on families that have found their own
unique and effective ways to deal with these kinds of scenarios while
continuing to regenerate their enterprise over generations of leader-
ship—enterprising families. Sometimes this regeneration happens
only after the core enterprise dissolves and various family members
start completely new businesses.
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How Can This Book Help You?

What are we trying to do? In this book, we share insights drawn from
published accounts of successful entrepreneurial leaders in family en-
terprises and our observations of and conversations with hundreds of
business students and members of enterprising families. We aim to
extract a handful of actionable ideas that are neither so abstract that
they can be applied to anything with no visible consequence nor so
particular that it would take a lifetime of searching to find the exact
situation to which the advice is suitable.

How do we do it? We start by looking and reporting. Family firms
are everywhere in the world, from small startups to companies with
over one billion dollars in revenue, and they can be multigenerational
organizations or may fail to even survive to, or through, the second
generation.” Sometimes the death throes are precipitated by spectac-
ular family blowups and at other times by inadequate leadership and
adaption to changing conditions. One barrier to long-term survival
is the failure of the current leadership to develop, instill, and select
entrepreneurial leadership in the next (and succeeding) generations
involved with the business. Whether members of the next genera-
tion take managerial or non-managerial ownership roles or not, if they
don't have the urge and capacity to innovate as needed when the busi-
ness and societal environment changes, their firms will not thrive.

Who is this book for? This book is for “enterprising families” every-
where. These are families in which each generation adds a layer of en-
trepreneurial contributions to the work of previous generations. We use
the word entrepreneurial in the broadest sense, not just as starting new
businesses. Instead, it may take the form of initiating value-creation
activities, such as regenerating business processes, adding new products
or services, opening new geographical regions, increasing distribu-
tion channels, improving financial methods, creating more effective
marketing strategies or new channels or target segments, forming new
partnerships, developing logical extensions of business lines (or dis-
ruptive ones), finding new sources of employees, and so on. To thrive
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over the years and changing circumstances, family enterprises, like all
other organizations, need innovative entrepreneurial contributions.
But not only must they be creative in the business sphere, they must
also bring their entrepreneurial mind-set into their family system as
well. Innovations in this sphere may take the form of finding creative
ways to develop the entrepreneurial and leadership skills of all family
members and to engage all family members in meaningful ways that
align with their interests and strengths, as well as the needs of the en-
terprise. That might well include the conclusion that for some family
members, full lives can best be lived outside the family enterprise.

One barrier to long-term survival is the failure
of the current leadership to develop, instill,
and select entrepreneurial leadership in
the next (and succeeding) generations involved

with the business.

Where do we get our information? We use a variety of sources for ex-
amples. These include research journals, such as Family Business Review
and the Journal of Family Business Strategy and practitioner-focused
publications, such as Family Business Magazine and Tharawat Magazine.
We also look at collaborative global research projects, such as the Suc-
cessful Transgenerational Entrepreneurship Project (STEP) convened
by Babson College, to understand the secrets of enterprising families
around the world that master innovation in every generation; classic
books that we reference throughout; and observations of family busi-
nesses, some by our colleagues along with our own. In addition, we bring
in and apply relevant concepts and research findings from the business
strategy, leadership, social psychology, team, and change literatures.
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Who are we? Part of what makes this book different is what we share
and the complementary skills we bring. We are both educators—
teachers and researchers interested in entrepreneurial family firms.
Allan grew up in a family business and completed his doctorate at
Harvard Business School, studying Indian family firms in the 1960s.
Pramodita (Dita) grew up in India surrounded by her enterprising
family. Life’s journey took her to Sierra Leone, Nigeria, the United
Kingdom, Canada, and then to the United States. A graduate of the
University of Calgary, her doctoral research focused on succession in
Canadian family firms in the 1990s. With Frank Hoy she co-authored
the text book Entrepreneurial Family Firms, which is used in courses
around the world. Between us we have taught at undergraduate, grad-
uate, and executive levels for over seventy years. Through this work
experience, we have listened to the concerns, dilemmas, and excite-
ment of our students from family business backgrounds. We have had
many opportunities to speak with the incumbent leaders, often the
parent or grandparent generations, and hear their perspectives, excite-
ment, and anxieties about their family firms. As educators we address
and meet family business leaders and advisors around the world. In our
research on enterprising families we have had opportunities to inter-
view, survey, and observe these firms up close, and we continue to learn
from the work of others. Dita’s consulting is atypical as it often takes
the form of case studies she writes, student projects she guides, and the
“go-to” person she becomes for many of her current and past students
hailing from enterprising families. This happens with some of Allan’s
students also. Our middle-class family business backgrounds and deep
familiarity with different cultures make it easy for our current and past
students as well as their parents and grandparents to communicate
with us. We are products of enterprising families that work hard to
be entrepreneurial while achieving success on familial and business
dimensions. What we have discovered speaks to families like ours, and
we want to share our observations and insights with enterprising fami-
lies who can benefit from these experiences and insights.

Although some of Allan’s research, teaching, and consulting work
has been with family businesses, most of it has focused on broader,
more generic organizational issues: developing leaders, acquiring in-
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fluence, building teams, and creating organizational change. He has
worked in numerous countries with organizations in many differ-
ent industries and of many different sizes, ranging from software
startups to industrial conglomerates like General Electric. Several
thousand managers have attended his executive education workshops
and been a major source of his education. About 20 percent of his
work life has been in leadership roles in academic institutions with
low turnover, which have certain parallels to family businesses. Like
family members, at times faculty members resist top-down direction.
In such cases, the leader’s ability to influence and inspire becomes
even more important. Thus, together we bring deep knowledge about
the intricacies of family business with broad knowledge of how to
tackle the challenges of building organizations of all kinds, both from
above and below.

What should you expect? When trying to understand how entrepre-
neurial skills and mind-set can be nurtured generation after genera-
tion, we find that size is not the most critical variable, as goals vary
significantly. Some enterprising families focus their entrepreneurial
energy on increasing the size and scope of their enterprise, while oth-
ers prefer to stay small over generations. For example, by its fiftieth
anniversary in 2012, Wal-Mart, founded by brothers Bud and Sam
Walton as a single store in Rogers, Arkansas, had surpassed the 10,000
stores and 2 million employees mark. On the other hand, Johannes
Klais Orgelbau GmbH & Co., the German organ building firm, has
maintained its size at about sixty-five employees for over 100 years.
Both are highly innovative companies that have successfully nurtured
and grown entrepreneurs in every generation to remain world leaders
in their respective industries. We learn from both, but our application
focus is on the midsized family enterprises. Of course, no shoe fits two
individuals perfectly—so we don't expect all of the insights we share to
fit perfectly for you or your family. But we hope that some combina-
tion of ideas from difterent examples might be just what you need at
this point in the evolution of your enterprising family.

It is clear to us that no one dominant factor creates entrepreneurs
in every generation, but many small things coalesce to form a unique
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way that allows for each enterprising family to excel over generations.
As you read, different things will strike you as suitable for your busi-
ness and family, and for you personally, whether we pointed them out
or you just observed them in a family or business we discuss. And you
may well think of others in your world who would benefit from read-
ing all or a portion of the book and discussing it with others in your
generation. Continuous learning is good for keeping entrepreneurs
developing in every generation—for those interested in leadership
roles in the business or in the family.

In spite of mythology that lone entrepreneurial heroes create busi-
nesses by themselves, research' indicates that 80 percent of new ven-
tures start as family firms with significant influence of family members
on the human, social, and financial capital of the enterprise. And it

One of the few characteristics common to
almost all successful entrepreneurs is openness to

new ideas and experiences.

turns out that one of the few characteristics common to almost all
successful entrepreneurs is openness to new ideas and experiences.?
We hope this book provides a shortcut that helps a new generation to
continue the entrepreneurial process for your family. Different parts of
the book will spark ideas for you and them, depending on the life and
career stage of each member, the nature of each member’s experiences
and aspirations, and the family’s traditions and practices. And better
yet, it might serve to launch discussions that prove fruitful for adapting
its ideas to fit your situation.

How does it unfold? In this introduction we included a few examples
of the companies that got us thinking about this topic and sources
we found useful in developing our thinking. In the next six chapters
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we elaborate these observations at the individual (chapters 1 and 2),
family (chapters 3 and 4), and organizational (chapters 5 and 6) levels.
The odd-numbered chapters—1, 3, and 5—are the “what” chapters.
In these, we build a short list of the practices—not always obvious—of
successful entrepreneurial leaders, enterprising families, and entrepre-
neurial organizations respectively. The even-numbered chapters—2, 4,
and 6—are the “how” chapters. These address the pathways to the best
practices. In these chapters we share answers to your question: How
precisely do enterprising families prepare individuals, families, and
organizations for transgenerational success?

In presenting some of the patterns and pathways observed in en-
terprising families, we hope to enable you and your family to carve
out a unique set of actions and strategies that are well suited to your
individual and collective situations. Because families and businesses
are living entities, existing in evolving and sometimes dramatically
changing environments, with the passage of time the pathways that
seemed perfectly suited for earlier stages of life of an individual, fam-
ily, or business will likely need to be revised to protect, nurture, and
grow the financial, intellectual, human, social and organizational
assets. Each chapter provides a work sheet that prompts you and
your family to reflect honestly on where you stand today in build-
ing entrepreneurs in every generation and to develop an action plan.
Chapter 7 pulls together the book’s main ideas and aims to help you
choose a sequence that might fit the current conditions of your busi-
ness; it also includes our “Iron Laws of Influence for Enterprising
Families.” We know there are ideas that can help you!
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SECRETS OF SUCCESSFUL
ENTREPRENEURIAL LEADERS

ong-term business survival depends on effective entrepreneurial

leadership—not only from the founders, but equally importantly,
from each subsequent generation that runs the enterprise. In this, the
first of our “whar it is and why it is important” chapters, we describe
the essential characteristics of successful entrepreneurial leaders and
the unique challenges and opportunities in building these attributes
in family firms. Clarity on these points will help us to discuss in chap-
ter 2 how next-generation members can take initiatives to grow their
entrepreneurial leadership skills and Aow other members of their fam-
ily can support such endeavors to nurture and grow entrepreneurs in
every generation.

An Entrepreneurial Leader

At the core of entrepreneurial leadership is the constant willingness
to seek unfilled needs and at least to consider whether it’s possible to
provide a usable solution. Identifying critical elements of such leaders
is harder than it sounds. It is a lot like playing golf; from a distance it
looks easy, but a new player’s progress is thwarted by many hazards,
only a few of which are actually visible. Just as golf is not a modi-
fied version of baseball, cricket, or soccer but a unique sport in itself,
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entrepreneurial leaders are also not simply entrepreneurs or leaders
but a unique combination of both.

Such leaders can be introverted or extroverted, dominating or en-
couraging, determined or flexible. In fact some may not even be easily
recognized as formal leaders even though they are highly influential.
William McKnight is such an example.! Although his is not a house-
hold name, he is credited with laying the basic management prin-
ciples for 3M. Founded in 1902 as a mining company, 3M had a rocky
launch and became financially stable only in 1916. McKnight joined
the company in 1907 as the assistant bookkeeper, over time rose to
becoming its president, and retired in 1966 as its chairman. In 1948 he
developed the following principles that helped propel this company
into one of the most innovative companies in the world.

As our business grows, it becomes increasingly necessary to
delegate responsibility and to encourage men and women to
exercise their initiative. This requires considerable tolerance.
Those men and women, to whom we delegate authority and
responsibility, if they are good people, are going to want to do
their jobs in their own way.

Mistakes will be made. But if a person is essentially right,
the mistakes he or she makes are not as serious in the long run
as the mistakes management will make if it undertakes to tell
those in authority exactly how they must do their jobs.

Management that is destructively critical when mistakes are
made kills initiative. And it’s essential that we have many people
with initiative if we are to continue to grow.’

Notice the essential role of delegation, initiative, and mistakes in
building an enterprise that is entrepreneurial at all levels over time.
Nevertheless, media and historical accounts tend to depict entrepre-
neurs as confident solo swashbucklers who almost mystically came
up with a brilliant insight, knew exactly how to proceed, and quickly
developed a successful enterprise. In generational family firms, the
failures, trials, and tribulations of the founding or earlier genera-
tions often acquire a heroic coating as the stories get transmitted over



Secrets of Successful Entrepreneurial Leaders 3

time. The path to success is seldom straight, with many experiments,
failures, explorations, and small discoveries before success.” Usually
success is achieved by incredible persistence, yet some very persistent
entrepreneurs have doggedly marched over clifts into the sea, ignoring
the signals that they should have changed course.

Entrepreneurial leaders know that the success rate of new ventures
is disappointingly low.* Yet research is unequivocal: first-generation
family firms enjoy better financial performance than nonfamily firms,
but from the second generation onwards the results are mixed.’ That
is, some do better while others flounder. Researchers continue to
investigate why some family firms flourish over generations while
others fold after the founders’ tenure. Meanwhile, enterprising fami-
lies that do well past the founding generation rely on building entre-
preneurial and leadership skills of every generation.®

The path to success is seldom straight, with
many experiments, failures, explorations,

and small discoveries before success.

The good news is that entrepreneurial leadership skills can be de-
veloped with mindfulness and practice. Envisioning something new
and delivering value—the crux of entrepreneurship—must be seam-
lessly integrated with inspiring others to suspend self-interest and
reach high performance to make the leaders’ vision a reality. Neither
is sufficient without the other. An entrepreneurial leader needs to be
equally comfortable leading and being led, staying on and changing
course. Prudence lies in knowing when (and how) to lead and when
(and how) to follow, when to start something new (and what this new
thing should be) and when to stay on course. Often choices have to
be made between two rights—such as achieving balance between the
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interests and dreams of the incumbent generation and those of the
next generation, exploiting all possibilities of current markets while
exploring future opportunities, fully engaging the most competent
next-generation family and nonfamily members. Time and timing
matter! Ambidexterity’—which literally means using both hands with
equal ease—is the name of the game.

Not only must individuals at the helm of family enterprises simul-
taneously deploy entrepreneurial and leadership skills, but it is equally
important that they prepare their organization® and family to be fer-
tile grounds that encourage the development of these skills in the next
generation. While we leave the discussion of family and organiza-
tional factors that enable such skill development to later chapters, let’s
turn our attention to what it takes to be an entrepreneurial leader.

Ambidexterity

Leadership effectiveness is about innovation and constant adaptation,
but this is only part of the story. By definition, entrepreneurial leaders
are innovative, finding new ways to fulfill unmet needs. This requires
them to be flexible and intuitive. They must look closely at situations to
decide whether a feasible solution exists or not. Although a combina-
tion of close observation of people and some analysis can make plain an
unmet need, it often requires an intuitive leap to see the value-creating
opportunity that is within the capacity of the entrepreneur and his or
her resources. For family firms already in existence, exploration for new
opportunities and exploitation of existing markets and products must
be juggled simultaneously, requiring leaders to make judgment calls on
how much time and resources to invest in each.” A flexible, intuitive
approach must be complemented by equally strong disciplined analysis
and precision. In generational family firms, the leaders must not only
be clear about their own vision for the family enterprise but must also
have the courage to acknowledge that the next generation’s vision may
not be fully synchronized with theirs. It is a delicate art to decide how
far to pursue one’s own vision and when to “let go” so as to make room
for the next generation’s vision to “take over.” Wisdom lies in being
sufficiently disciplined to achieve the precise combination of commit-
ment and detachment that good judgment demands.*
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An entrepreneurial leader needs to be
equally comfortable leading and being led,

staying on and changing course.

To better understand the ambidexterity of entrepreneurial leaders,
let’s look at two founders who grew their respective enterprises to
global leadership positions before passing them to the next generation
of family leaders. Both are remarkable in their own ways, influencing
not just their industries but the lives of thousands of employees and
customers. Notice their ambidexterity in switching between entrepre-
neurship and leadership and the ways their leadership styles may have
changed as their enterprises grew from new ventures to global brands.

At age seventeen Fred Deluca launched what we now know as
Subway Restaurants when his father’s friend and a nuclear physi-
cist—Dr. Peter (Pete) Buck—encouraged him to open a submarine
sandwich store and lent him a thousand dollars to do so. Fred’s mo-
tivation was to earn some money for medical school. In addition to
Pete, Fred’s parents, sister, and wife were all critical to the launch of
this new venture in 1965 and its subsequent growth. Fred died shortly
after celebrating the fiftieth anniversary of his company in 2015. By
this milestone anniversary, he had led this family enterprise to become
the largest submarine sandwich chain in the world with over 37,000
stores in over 100 countries. His sister Suzanne Greco, who has been
involved in different roles with the company since its inception, is now
the president and CEO of this family business.

While Subway’s growth has been remarkable, it has not always been
a smooth ride. Although apparently from the beginning Fred had the
idea of offering healthier, less fattening food than existing fast-food
chains and big dreams for expansion, the first two shops were not
profitable. They were not in good locations, which were necessary for
the success of sandwich shops. They required name changes, and the
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growth of the chain was much slower than the self-imposed goal of
opening thirty-two stores in the first ten years. But Fred’s dogged per-
sistence and his partner’s trust in him continued. Only when Subway
finally moved to a franchise model did the company begin to expand
more rapidly, achieving and often exceeding its goals.

Despite major law suits from franchisees, over the years Fred re-
mained sufficiently hands-on to be sure that the company stayed in
touch with the needs and interests of customers and that the shops
maintained high quality, sanitary conditions, and excellent service."
With continuous incremental innovation, such as the addition of avo-
cados on sandwiches, the introduction of Flatizza (a flat bread sand-
wich), and vegetarian Subway stores in India, this family enterprise
has endured over time. An ambidextrous entrepreneurial leader, Fred
could alternate between the dream and hands-on execution as needed.

Entrepreneurial leadership is not only the forte of founders in food
services industry like DeLuca but also evident in other contexts. Like
Subway, Lamborghini is today a world-famous brand. Might it sur-
prise you to learn that it was only early in the 1960s that Ferruccio
Lamborghini designed and manufactured his first car? While passion-
ate about engines, he originally focused on repairing cars and motor-
cycles during World War II and then on designing powerful tractors
to support the needs of local farmers in his native Emilia Romagna
region. Only when Enzo Ferrari rebuffed him for proposing improve-
ments to the Ferrari car did Lamborghini resolve to design and manu-
facture his own car. It took him nine months to design an elegant and
powerful vehicle that was brought to market within two years. With
a staunch belief in technical excellence and quality, Ferruccio led his
enterprise through high and low times until he was in his seventies.
Then one day, he is known to have unceremoniously handed over the
keys and operations to his son Tonino, making himself available once
a year for business-related discussions.

At the time of this unpretentious changing of the guard at Lambor-
ghini, Tonino was a university student in his early twenties. Deeply
familiar with the business because he had played in the premises as
a child and worked there every opportunity he got, Tonino wanted
to prove himself as an entrepreneurial leader who could build on
his family’s legacy. When the family sold its car brand to the Audi
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Volkswagen group, he embarked into luxury watches. In an interview
with 7harawat™ he recalls that his father was not too keen on the idea
of starting a fashion and luxury business. But, being a fair man with an
acute sense of balancing between the needs and desires of the current
and future generations, he said:

You know, | always did what | wanted to do, so why shouldn’t
you get your chance?

(Tharawat, June 21, 2015)

However, the senior Lamborghini emphatically reminded his son
that the family name stood for technical know-how and mechanical
excellence. Today, the third generation of the Lamborghini family is
determined to continue to innovate and regenerate so they can keep
ahead of the curve and contribute to their family enterprise.

Founders Fred DeLuca and Ferruccio Lamborghini were both able
to evolve their entrepreneurial leadership styles as their companies
grew. For the endurance and longevity of organizations under their
charge, they knew to simultaneously focus on exploiting current mar-
kets while exploring new directions," so as to build on the past while
staying focused on the future. Without this combination, enterprises
stagnate, flounder, fail to adapt to changing conditions, or slowly de-
teriorate beyond the tenure of such an individual. Only time will let
us know if Fred DeLuca’s Subway will fare well past his time at its
helm after his recent death and if each subsequent generation of the
Lamborghini family will continue to build on their founders’ legacy.

The ambidextrous mind-set has been variedly referred to as “the
genius of the ‘And” in Built to Last by Collins and Porras and “the op-
posable mind” by Roger Martin. Based on their decades of experience
with multigenerational families around the world, Amy Schuman,
Stacy Stutz, and John Ward look at Family Business as Paradox.** They
conclude that the most enterprising families not only learn to manage
such contradictions but find ways to turn them into secrets of success.
For example, based on his forty-three years of experience leading the
Murugappa Group of India, patriarch M. V. Subhiah notes that not
only must they maintain a style befitting the size of their operations,
but they must simultaneously preserve the moderation and humility
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that are core values for their family. While such integrative thinking
is said to be at the core of great companies and visionary leaders, it
is surely not easy to implement. Consider the comments of Rupert
Murdoch, a second-generation member of a media family from Aus-
tralia. A controversial yet highly successful entrepreneurial leader,
he grew his father’s news business into a global media conglomerate
valued over $80 billion today. In an interview with Forfune he noted:

Print is going through a tough time. You’ve got to keep im-
proving and competing in a new world, as well as keeping your
old world going. ... | hope we are not wasting money, but
we'’re spending it.

(Fortune, April 28, 2014)

Next-generation leaders like Rupert Murdoch, Suzanne Greco,
and Tonino Lamborghini, who follow successful founders, face the
dilemma of balancing tradition and innovation, creativity and opera-
tional excellence. It turns out that most people are (at best) naturally
good at only one or the other. Some individuals, like Fred DeLuca,
can learn to personally be good at both creating and building, while
others have to recognize that when the opposite of their strength is
called for, they have to find others—family members or outsiders—
to complement them. In family enterprises that grow and sustain
over generations, we can identify ambidexterity as five diametrically
opposed core skills:

* Awareness of self and surroundings
* Building a dream and a team

* Influencing and directing

* Beginnings and endings

* Learning and unlearning

Let’s look more closely at each of these core capacities.

Awareness of self and surroundings. Why do we first turn to self-
awareness? People don’t always think of this skill in relation to effective
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leaders. Yet there are at least three reasons to identify this capability
when considering entrepreneurial leadership over generations. First,
starting a new venture almost inevitably requires extraordinary time
commitment and emotional investment from whoever initiates it. Even
more energy and commitment are required when building something
new and worthwhile within or related to an existing business, as the or-
ganizational culture and routines have already been established. Enter-
prising families understand that leaders from the next generation must
operate in this context. When the activity demands total preoccupation,
it is almost impossible to sustain it if it does not engage the personality,
values, and passion—the core—of the leader. If individuals are forced
into situations that do not tap what they care most about, they may find
it hard to put in the necessary thought and effort or feel a vague malaise
that they can’t quite identify. But when there is alignment, it is possible
to soar. Entrepreneurial leaders, therefore, have to be enough in touch
with their inner being to choose to pursue only those opportunities that
will completely capture them. This sense occasionally may be blindingly
obvious, but more often it comes from diversity of experiences that lets
someone identify what feels natural and effortless, a calling that fully
engages an individual—that perfect “hand in glove” fit!

Second, the family history and legacy often weigh heavily on the
psychology of the next generation of family members. For example,
when he remembered the moment his father handed him the keys
to the business, second-generation family member Tonino Lambor-
ghini confessed to Zharawat: “Of course, I was scared. Here I was,
still at university, and my father just hands me his life’s work.”” This
teeling of responsibility and stewardship continues over generations,
for the third-generation member of the Lamborghini family Fer-
ruccio (named after the founder) remarked: “Yes, of course there is
the need to live up to the expectations of this brand and this myth.”
Enterprising families know that if family members of the next gen-
eration start their career against such backdrop, they will need extra
courage and opportunities to understand their true capabilities and
interests. Casual interest in trying something out because there might
be economic possibility often is not enough to overcome the aura of
the family traditions. Genuine alignment with what really matters to
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next-generation leaders is the powerful energy source that can fuel
these entrepreneurs when the going gets tough, which is inevitable
when undertaking new initiatives.

Enterprising families and the individuals therein realize the criti-
cal importance of helping all family members to discover their true
interests and talents. For example, Carole Hiibscher, chair of Caran
d’Ache’s board of directors, whom you may recall from the last chap-
ter, notes that “unless you are passionate, and you're really willing to
join the family business, there is no point in forcing anyone to do so.”*¢
Research shows that four different reasons motivate next-generation
members to pursue a career in their family firms. These are desire, ob-
ligation, greed, and need. While each decision combines these factors

Entrepreneurial leaders, therefore, have to be
enough in touch with their inner being to choose
to pursue only those opportunities that will

completely capture them.

in different proportions, those propelled mostly by desire or obligation
turn out to be much better leaders and performers, reporting higher
levels of job satisfaction than those motivated by greed or need.
Unfortunately, those who join their family businesses because of need
(because they lack confidence in their ability to be productively em-
ployed in other spheres) are the weakest leaders of all.'” In short, un-
less a person’s heart is in it, it just won't work in the long term.

Third, successful leaders must know themselves in order to be able
to engage needed others. It is impossible to do anything impactful
alone, so leaders must be able to inspire, align, direct, motivate, and in-
fluence diverse and talented people. In order to do this effectively, it is
critical for an individual to know his or her core strengths, limitations,
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interests, and even biases, as each succeeding generation must operate
in an increasingly diverse work place. Think, for example, of what hap-
pens to a leader who at some stage of life has been deceived by trusting
a friend too much. Seared into the leader’s psyche is a deep distrust of
people who appear to be friendly. While this suspicion can be helpful
in sorting charlatans from others, it can also cause the leader to be so
suspicious that good people are driven away or kept so at arm’s length
that they cannot give their best.

Most of us are susceptible to “The Danger of a Single Story,” as
eloquently described by notable Nigerian novelist Chimamanda
Ngozi Adichie. She recalls'® how characters in the stories she wrote as
a child growing up in Nigeria mimicked those from the British and
American books she read. Her characters were always white, had blue
eyes, played in the snow, ate apples, drank ginger ale, and talked a lot
about the weather, saying how lovely it was that the sun had come out.
None of these made much sense in her Nigerian context, for she and
most around her were black with brown eyes, ate mangoes, had never
experienced snow, and had no reason to talk about weather, given that
it varied little year round. Each generation has its own set of experi-
ences, but the power of the stories about past experiences often have a
deep impression on the next-generation members.

In a family business this might show up as an unwillingness to ever
trust a nonfamily member or perhaps an unwillingness to trust any in-
law who wants to be part of the family business. Conversely, another
leader might have had bad experiences working for an autocratic boss
and would come away from that experience determined to never give
strong directions to anyone, assuming that everyone prefers the kind
of autonomy that she or he longed for. Such a leader might write off as
too dependent those subordinates who ask perfectly reasonable ques-
tions about direction or best methods, thus denying them a chance to
learn and grow. Leading without self-awareness can thus get in the
way of effectively making needed changes. As the McKinsey Consult-
ing firm concluded from a recent study:

Many people aren’t aware that the choices they make are ex-
tensions of the reality that operates in their hearts and minds.
Indeed, you can live your whole life without understanding the
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inner dynamics that drive what you do and say. Yet it’s crucial
that those who seek to lead powerfully and effectively look at
their internal experiences, precisely because they direct how
you take action, whether you know it or not. Taking account-
ability as a leader today includes understanding your motiva-
tions and other inner drives."”

Awareness of self also helps to build awareness of surroundings,
both context and people, which in turn aids in selecting and inspiring
a talented team. Many entrepreneurial leaders aren’t particularly aware
of their unique competencies and judge harshly those who cannot eas-
ily do what they do naturally. Have you ever seen a numbers whiz
glance over a column of figures and focus in immediately on the one
that is incorrect or problematic? Because the person is so good at it, he
or she is driven crazy if an otherwise competent subordinate either has

Genuine alignment with what really matters
to next-generation leaders is the powerful
enerqy source that can fuel these entrepreneurs

when the going gets tough.

no intuitive feel for such issues or takes four times as long to discover
them. This situation can be made worse when the leader has deep ex-
perience in the industry or business and is perpetually impatient with
family members or employees who lack the same base of experience
and therefore are not as efficient or proficient. Furthermore, if the pas-
sionate, expert, and focused leader has earned self-confidence over the
years and responds impatiently to those not as far along as they are or
is sharply critical when pointing out what the others do not see, the
next generation can end up not seeking or receiving positive feedback.
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'This makes it really hard for either generation to gain confidence and
trust in the abilities of the other. The negative spiral continues, dis-
tancing the juniors from the family and firm.

Enterprising families that successfully prepare entrepreneurs in ev-
ery generation realize the advantages of next-generation engagement
and work hard at it. For example, Sylvia Shepard, a fifth-generation
owner of Menasha Corporation and the chair of the Smith Family
Council, notes:

Family business can have significant advantage over nonfamily
business if they use their next generation as a barometer of
change, and as a window into a new reality that the previous
generation might not fully understand. If the family has done
its job of preparing children for ownership and leadership, this
next generation will act as the innovation engine for the com-
pany. They will provide the spark that enables the family firm
to grow and prosper amid changing market realities. The fam-
ily just needs to listen and be poised to respond to its young
people.?’

Creating organizations where the leader, and everyone else, wakes up
every morning excited and loving what they do is at the heart of what
enterprising families aim for so that all family members experience a
positive environment to identify a project or a venture to devote their
energies toward. Such excitement is built into the core of such fami-
lies regardless of whether they are start-ups or generational enterprises
as indicated by these two examples. In 2011, sisters Zania and Rania
Kana’an launched a website, Ananasa.com, to sell worldwide the unique
products of the artists and craftspeople of the Middle East. When the
company was in its infancy, both sisters worked in corporate jobs but
were not satisfied, for they were not learning and could not realize their
aspirations. They simply decided that they wanted to wake up every
morning excited and loving what they did, thus they launched their
own company.?' Similarly, Charles S. Luck 1V, the third-generation
leader of the Luck Companies—one of the largest producers of crushed
stone, sand, and gravel in the United States—wants “everyone to have a
job at the company that exceeds their wildest dreams.””
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When working in family firms, the family members of the next
generation are under constant scrutiny not only from the senior gen-
eration but also nonfamily employees, customers, suppliers, bankers,
and other key stakeholders. Going the extra mile while being in the
public eye necessitates natural effort that comes only with strong
awareness of self and others.

Building a dream and a team. At the core of entrepreneurial leader-
ship is the ambidextrous capacity to envision a desirable future and
paint a vivid picture of it that can inspire and excite others to build a
team to help shape and then make the change. The imagined future
can involve a new product, service, market, or process that is meaning-
tul and valuable to at least some other people. Effective leaders can
not only conceptualize and talk a good game but also have a knack to
figure out how to actually bring the dream to fruition. Not only must
they have a heightened sense of the steps necessary to make some-
thing real, they should also have a clear understanding of the required
resources—those available and others where there are gaps. Finally,
they must have the finesse to get past the obstacles: human, organi-
zational, resource, legal, and others. The mere dreamers get written off
as impractical big talkers, and those who only keep their noses to the
grindstone without knowing why it is worth bothering and what they
can create get written off as unimaginative plodders. While the dream-
ers see only the green blur of a forest without noticing the trees or
leaves or rocks within, the doers without vision see only particular trees
or leaves and not the pattern or potential of the whole.

Where does this dual capacity to both conceptualize and deliver
come from? At times, it is a by-product of intimate familiarity with
how people live or work, their problems and struggles, regardless
of whether they themselves recognize it as a problem. For example,
many are familiar with the grand vision of Steven Jobs at Apple, lead-
ing with a concept of aesthetically beautiful products that combine
hardware and software that provide new access to music or the idea
of mobile phones that do many functions not formerly expected in
phones. An inspiring example from the other side of the globe is the
story of Doctor Govindappa Venkataswamy, founder of the eye clinic
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Aravind, which performs cataract surgery at no charge (patients pay
what they like, up to market rate); the clinic has performed over 200,000
surgeries, saving thousands from eventual blindness. By 2010 the ex-
panded Aravind system was seeing more than 2.5 million patients
and performing more than 300,000 surgeries a year.”® He was driven
by a spiritual need to cure blindness and serve the poor, and his be-
lief was so intense that over 20 family members, trained at the best
Western medical schools, joined the company to do surgery at
extremely low wages. But Aravind uses the most modern business
practices to drive down costs, speed up all aspects of the surgeries, and
raise quality, all of which make the model more viable. Higher through-
put, for example, reduces the cost per operation, which allows profit
even at low revenue rates and attracts more patients, even those who
can go anywhere for their eye care. The combination of the dream and
extraordinary team execution are amazing.

It is impossible to do anything impactful alone,
so leaders must be able to inspire, align,
direct, motivate, and influence diverse

and talented people.

Another kind of inspirational story involves co-founders L. S.
“Sam” Shoen and his wife, Anna Mary Carty Shoen, who in 1945,
with barely $5,000 in hand, set out to create U-Haul when the con-
cept of renting a trailer from one city and returning it in another was
unheard of.** The couple tried to move their own possessions from
Los Angeles to Portland, Oregon, after Sam returned from the US
Navy, but they could not find anyone who rented one-way trailers,
thus spotting a market need and starting a new industry. According
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to their website, today “the annual mileage of North American U-
Haul trucks, trailers and tow dollies would travel around the Earth
177 times per day, every day of the year.” What a dream and remark-
able growth in about seventy years! The Shoen family has had its share
of trials and tribulations on the family dimension as Anna Mary died
early after having six children, and Sam Shoen went through mul-
tiple marriages, having thirteen children who did not always get along.
Today, two of Anna Mary’s sons, Mark and Joe Shoen, are at the
helm of this family enterprise.

The vision does not necessarily have to come from only one of
the founders but can also be triggered by leaders of enterprising
families from later generations, like that of Andrew Beale, managing
director of Beales Hotel in Hatfield, England. This eighth-generation
leader was the driving force behind the transformation of a lodge into
the four-star Beales Hotel, catering to families desiring to gather to-
gether.”

Creating organizations where the leader,
and everyone else, wakes up every morning
excited and loving what they do, is at the heart of

what enterprising families aim for.

Family business can be a source of long-term dreams pursued over
generations but also a series of filters that prevent the vision from
taking root or keeping it totally out of reach. Let’s talk about the
generational pursuit of dreams first. Describing “shared dreams” of a
family as the beacon that provides direction to the family enterprise
over generations, a renowned family business educator, writer and ad-
visor Ivan Lansberg notes:
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The Shared Dream is a collective vision of the future that in-
spires family members to engage in the hard work of planning
and to do whatever is necessary to maintain their collaboration
and achieve their goals. It shapes the choices made at every
point in the succession journey, from the company’s strategic
plan, to the selection of future leaders, to the type of the lead-
ership structure it will adopt in the next generation.?

Enterprising families are often anchored by a shared dream of ex-
cellence in something—highest quality products, lowest prices, fastest
delivery, or other areas. Efforts are made to imbue and modify the spe-
cifics of this broad anchoring dream so it becomes aligned with the core
strengths and interests of each generation of leaders. For example, Gerry
Ettinger founded Ettinger in 1934 to create luxury goods that would be
known for quality and innovation not only in the United Kingdom but
also in other European countries. When his oldest son Robert Ettinger
came to the helm of the company, the shared family dream continued
and expanded to markets beyond Europe. When Ettinger expanded
into the Japanese market, some orders were rejected for not meeting
customers’ quality standards. As the company prided itself on quality
products, Robert personally went to Japan to see what was wrong. He
realized that each piece was inspected to ensure an identical number of
stitches per inch. If they failed this demanding test, the pieces did not
pass the inspection. Changes were made to the production process to
meet these exacting standards. He says, “We know that when our Japa-
nese clients approve, the rest of the world will be delighted.”*

While in the Ettinger case, the family history worked to reinforce
commitment toward the shared dream, in other instances the past can
serve as a giant impediment. Families can become averse to risk in
their desire not to jeopardize the family wealth, may avoid going into
new directions even when the old industries are no longer vibrant, or
choose not to trust nonfamily members in positions of responsibil-
ity even when no competent family is available to fill a role. A very
strong founder can be so dominant that younger family members do
not dare to think about doing anything different for fear that they
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Going the extra mile while being in the public eye
necessitates natural effort that comes only with

strong awareness of self and others.

will not be given the chance to try, or even worse, be ridiculed for
suggesting something that is different. The self-fulfilling prophecy
of individual talent is confirmed by research in settings varying from
elementary schools in San Francisco to trainees in the Israel De-
tense Forces, to employees in banking, retail sales, or manufacturing.?®
When a randomly selected set of students, trainees, or employees are
labeled with positive descriptors such as “late bloomers” or “gifted”
that indicate their superior abilities or talents, the behavior of these
individuals and their superiors is unintentionally modified. The se-
nior starts to pay more attention to the junior, raising expectations by
showering praise and encouragement. The junior responds by taking
more initiative and working harder, leading to superior performance
that further reinforces the positive loop.

The reverse effect is equally strong. For example, for many years
women and minorities in organizations appeared to have low aspira-
tions. This attitude was reasonable if people lived in an era when they
were highly unlikely to be given responsibility or advancement no
matter how talented they were. But their aspirations rose dramatically
when some chance or circumstance gave (or thrust upon them) more
responsibility.?’ Sadly, powerful incumbent leaders often perceive this
kind of reaction to low opportunity by juniors as evidence that no one
in the family is ready to take over, which perpetuates their discourag-
ing behavior. Such attitudes might well be a result of some particular
family or family business event where things went wrong, with ex-
treme caution overlearned as a result. Of course at times such caution
can serve as the brakes that help preserve a family company through
tough economic crises. But enterprising families make mindful efforts
to trigger the imagination and aspirations of each generation.
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But even vivid dreams require others to make them real. A cen-
tral yet sometimes overlooked skill is the art of deciding who else is
needed, recruiting them by helping them connect to the dream, then
working with them to at least launch the first phase of implement-
ing the dream. It is no small feat to find a way to talk so vividly and
compellingly about something new that others who are needed for
their knowledge, talent, resources and connections—family members
or not—want to join. But someone without the capacity to attract and
work with people who have complementary skills will find it hard to
build an organization.

Sometimes the only other key player is a spouse or sibling, some-
times a son or daughter or parent, and at other times a close friend
or friends; related or not, the key players must have sufficient trust
to move forward. Family members can have an advantage because of
their shared experience and trust when it exists. For example, beyond
their academic training and work experience, part of what has allowed
the Kana’an sisters to successfully build not only their first venture
Ananasa.com, but also their second one, ChariCycles.com,® is the
trust between them. As Rania explains:

“Zaina brings a lot to the creative side. She has that Salvador
Dali type imagination and implements it in the business. This
is great because she is mainly in charge of marketing.” Zaina in
turn ... muses, “l can’t visualize not having Rania in my team;
to me she symbolizes total honesty. Because we are sisters
we can be totally honest with each other and there is much
less miscommunication.” Both ... agree that it is mainly the
high degree of respect that they have for each which makes
the collaboration successful; that and ... aware[ness] of each
other’s skills and shortcomings ... Rania ... explains that the
advantage of their collaboration stems chiefly from their dif-
ferences and from how their characters complement each
other ... “The good thing about our relationship is that we
forgive each other really quickly. We have our conflicts out
when they happen and then know to let them go quickly. |
think this is something | would recommend for anyone work-
ing with family members.”?!


http://Ananasa.com
http://ChariCycles.com
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In other instances, accomplishing dreams requires building a team
of talented outsiders. Working 7z a team and working #hrough others
are quite different skills. To be effective team members and leaders
requires an individual to be adept at influencing as well as directing
and knowing the time and place for each. We turn to this ambidexter-
ity next.

Influencing and directing. Incumbent leaders have considerable power
to invent and assign roles, determine and administer pay, reward the
desired or punish the undesired behavior, and promote or terminate
employees. With authority, however, comes responsibility. These lead-
ers must also make difficult decisions and forge ahead under great un-
certainty, knowing well the painful consequences if they miscalculate.
These leaders control the budget and strategic direction of the com-
pany, often serve as the emotional anchors and crucibles of values that
help distinguish right from wrong, and are the central nodes of im-
portant social networks. Thus, they have the ability to provide or with-
hold financial, social, and even emotional support. In families, there is
ample research to indicate the root cause of sibling rivalry is the desire
for the precious yet limited resource of parental attention.*
Enterprising families understand the difference between directing
and influencing. Each has an important role to play in the operations
of a business. Directing is geared toward making sure the current proj-
ects are completed and products delivered in time to existing custom-
ers. Influencing, on the other hand, engages the whole person to give
his or her very best effort and take the initiative to ceaselessly fine tune
so things are done a bit better every day. Getting such attention from
the very core of another individual builds on empathy and a good
understanding of the aspirations and dreams of the other. There is a
difference between the specifiable part of the job, which is captured in
job descriptions, and the unspecified, fuzzier component of the job that
is left to discretion. Rarely does excellence and true difference come
from handling the specified components exceptionally well. Instead,
it is what is left to our discretion that helps build entrepreneurs in
every generation.” Both directing and influencing require finesse in
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communications. Such articulation requires practice. Perhaps even
10,000 hours of practice is required to build outstanding skills, as
Malcolm Gladwell argues in Outliers.

Increasingly leaders need to gain cooperation when giving direc-
tions not sanctioned by their formal role, or they will be readily ig-
nored. In any organization, even the powerful top person will have to
deal with key outsiders who are not obligated to listen. Examples may
include government officials who can create or implement regulations,
bankers or other funders, boards of directors, vendors, and certainly
customers—all of whom are under no obligation to accommodate the
interests and desires of the organization’s leader. In complex organi-
zational settings, with multiple technologies and specialties, various
product lines, diverse locations, and so on, leaders increasingly must
rely on their ability to influence the people who may work for the same
overall company but have differing expertise, objectives, ways they are
measured, allegiances, ways of working, or basic views of what behavior
will best help the organization.

While the dreamers see only the green blur
of a forest without noticing the trees or leaves
or rocks within, the doers without vision see
only particular trees or leaves and not

the pattern or potential of the whole.

'The capacity to influence is a central requirement for entrepreneur-
ial leaders to get things done in any organization,* but it takes an even
more profound meaning in family firms. By the time members of the
next generation begin their career in family firms, the rules and opera-
tional practices are already in place. Family members who may or may
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not have a significant involvement in the business may feel entitled
to voice strong opinions simply by virtue of their hierarchical posi-
tion in the family structure. And when they do have ownership roles,
even without executive responsibilities, their sense of entitlement of-
ten becomes even stronger and more legitimate. For example, the Ili-
nois Consolidated Telephone Company was founded as a small-town
telephone company in 1924. Richard A. Lumpkin, the fourth genera-
tion to lead this family enterprise, faced significantly different dynam-
ics than his father did when he took over as the sole owner of the
company. Upon the death of Richard’s father, the stock was passed
to fifteen family members who were scattered across the country.

Enterprising families are often anchored by a

shared dream of excellence in something.

While Richard was named the trustee of his father’s trusts and had
effective control of the company and the board voted him to succeed
his father as the CEO, suddenly he found himself in a position of hav-
ing to convince many more family members before he could take any
significant initiatives in the company.®* Given the overlapping roles
between business and family, this had to done rather delicately to
avoid awkwardness in family gatherings or (worse still) to end up with
distressed family members whom he might have to buy out. Thus, as
the next-generation leader he had to learn to hold discussions with
and often times influence the key stakeholders in powerful positions.

Not only is the number of stakeholders often much larger in family
enterprises, the opportunities to build directing and influencing skills
can be a major challenge. Too often the leadership roles in both the
family and the business are held by the same people or members of
the same generation.

The members of the next generation may find themselves in wvice
president positions rather quickly, often cutting short the necessary
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learning time of each previous stage of their career ladder. However,
they then often spend much longer time in this penultimate position
than their counterparts in nonfamily firms.* This is largely due to the
multigenerational stack-up caused when the incumbent generation lives
longer and healthier lives and has extended leadership tenures.”” While
the incumbent leaders are well positioned to build their directing and
influencing skills, how do enterprising families create opportunities for
the next generation to hone these skills? In the next chapter, we will
discuss some ideas that such families have found helpful.

Beginnings and endings. The popular image of entrepreneurs is that
they create something new and are huge risk takers. As we discuss
below, both these images have a bit of a counter side to them. While
entrepreneurs often do create something new, as Joseph Schumpeter
argued, within each creation lies some destruction or the ending of
something—be it resources in the form they earlier were, time of the
individuals involved, or the market before the new creation. Although
Schumpeter focused on the economic structure, the concept applies
equally well to new beginnings in family firms, as these new begin-
nings often come at the cost of some exits that help to free up time and
resources to invest in the new.

Taking entrepreneurial action is conditioned as much by attitude
towards risk as it is by objective risk. Entrepreneurial leadership is
unlikely to occur or to be passed along to younger generations without
some kind of belief that preserving the status quo is not necessarily
safe and that finding a new and better way to do something is not
automatically prohibitively risky. Past decisions, even when success-
tul, are seldom good forever. Successful entrepreneurs, in order not
to squander scarce assets, often must be willing to end an activity—
a project, a business line, a product, a once promising expansion, a job,
a location—no matter how fond of it they are. “That’s my baby” can be
a beautiful sign of deep investment and loyalty or a of tragic unwill-
ingness to let go. As Danny Miller’s book 7he Icarus Paradox notes, the
very same things that created success, when taken to excess, can cause
decline and failure.

Over generations, some family firms stay in the same industry in
which they were founded, while others evolve into different industries,
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markets, products, or size. Regardless of how much the enterprise
changes over its life course, the path of generational family firms is
marked by endings or exits to make way for the new as the context and
conditions change. Paradoxically, even standing still in the same location
and industry requires change. For example, while Bremen Casting, a
machine shop started by three foundry men in a garage in 1939 to make
castings for furnace grates, has stayed in the same location and busi-
ness for over seventy-five years, the company looks very difterent today.
Although still based in its original building, the facility has expanded
from 5,000 to 130,000 square feet. It has developed from three men
working in a garage in the 1930s, to a factory run on manual labor in the
1960s, to an automated foundry that runs 24 hours a day in 2014. James
Brown, the fourth-generation president of the company, remarks that

Itis what is left to our discretion that helps

build entrepreneurs in every generation.

although Bremen Castings is in the same business in which it started,
“the company itself looks very different. Reinvention of the company has
been key to its survival.”® In this company, each generation reenergized
the business. With each evolution, the previous era ended. Thus leaders
must have not only the wisdom to make changes and investments but
also the ability to handle the closures as well as transitions. Such changes
test the mettle of two generations, requiring the baton to be passed not
only in terms of leadership change but also what each leader brings to
the company. Practice is needed for both—to start something new and
to end the ways of the past.

In the next chapter, we share how some enterprising families are
creating opportunities for members of the next generation to experi-
ence and learn the skills of new beginnings and endings while weigh-
ing the risks and returns.
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Learning and unlearning. Often leaders are expected to know every-
thing already. This may well be close to the truth in simpler businesses
like small family farms, in which methods were passed down over gen-
erations and experienced leaders did know a lot more than most other
people. And those who have found an industry they love that deeply
taps their inner spirit can acquire deep expertise that makes it easy for
them to forget they are ever learning something new even while us-
ing their wisdom. But in the contemporary world, almost everywhere,
things are changing too rapidly for any one person to have all of the
necessary knowledge—and indeed, often no one possesses the knowl-
edge because no one yet knows a solution to the problem being ad-
dressed. Whether it is parents who must rely on their children to help
them learn how to use new technologies such as the personal com-
puter, portable devices, and instant messaging or other social media, or
business people who have to bring in educated specialists to determine
customer desires, select appropriate equipment, design new processes,
or even figure out how to hire qualified, educated specialists, expertise
is much more widely distributed than it once was.

Nevertheless, there are often gaps between the perception of lead-
ers and those who are supposed to follow them as to just how much
the formal leader is expected to know. Some leaders can try to preserve
the image of being all-knowing, invulnerable, settled, superior, or ar-
rived, and this attitude is often fed by followers who perpetuate the
expectations. Past success can often cause leaders to overestimate their
ability to get it right, making it hard for them to acknowledge that
“what got them here won’t get them there.””® Unlearning the ways of the
past, even though they brought success, is perhaps even harder than
learning anew, as illustrated by the reactions of two generations of
Lumpkins from the Illinois Consolidated Telephone Company men-
tioned earlier. When Richard Lumpkin went to his father to suggest
that they create a holding company so they could branch into the
unregulated business, the eighty-five-year old father remarked: “Son,
I wouldn’t be for that even if I thought it was a good idea.” While the
senior Lumpkin had taken many risks during his sixty-year tenure in
the leadership position, at that stage of life he was not prepared to take
more overt risks or learn anew. And when most of the spinoffs started
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by her son in the first five years of his leadership lost money, Richard’s
mother said, “I dont understand why we didn't just stick with the tele-
phone business,” to which he responded, “I didn't think we ever left.
'This is the telephone business. It’s just changed.” To stay a step ahead
of the wave, he, his family, and his employees had to be prepared to
“unlearn everything we've (they) learned in the past 100 years.”* But
such learning and unlearning is a difficult course to master.

We have seen leaders of gigantic corporations and of corner gro-
cery stores caught in the operational everyday trap, leaving little time
to think of new undertakings. Yet we are encouraged to see enter-
prising families like the Scherrers of Switzerland*' that established a
plumbing and roofing workshop in 1896 that has grown into a highly
successful brand found on most well-known buildings of Zurich. Beat
Scherrer, a fourth-generation descendant of the founder, explains that
a great part of their family’s success has relied on ensuring the enter-
prise was always in young hands. For example, he had only worked in
his family’s business for five years when his father and uncle handed
over the leadership of the enterprise to him. The next generation al-
ways gets a shot early on in their business, and thus no one holds on
to the top position until death. In fact, although no member of the
fifth generation is interested in running the enterprise’s operations,
Beat plans to turn over the leadership to nonfamily members next year
when he turns sixty and the company celebrates its 120th anniversary.

In conclusion, regardless of which of the ambidexterity skills we
consider—awareness of self and surroundings, building a dream and
a team, influencing and directing, or new beginnings and endings—
continuous learning is necessary. Although it is possible to identify
many more competencies that would help entrepreneurial leaders in
family businesses, with these they can keep learning and adapting to
whatever comes along. In the next chapter we will look at some of the
tactics that enterprising families are using to enhance the entrepre-
neurial leadership skills of each member of their family.
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Work SHEET 1

Entrepreneurial leaders are on a continuous learning cycle working
each day to develop ambidextrous skills discussed in this chapter.
Use this work sheet to:

2a.

2b.

Rate yourself on the skills listed in the first column in the
following table, using a | to 5 scale.

Ask a trusted member of the other generation to rate your
skills. If you are a member of the junior generation, ask a senior
generation member to rate your skill level. If you are a senior
generation member, ask a junior to rate your skill level.

Ask a trusted nonfamily member who knows you well to
rate your skills.

Compare the results in perceptions in Steps |, 2a, and 2b.
Indicate similarities (S) and discrepancies (D) in scores.
Discuss the reasons behind these, identifying your strengths
and skills that need development.

Highlight each skill that is important to you and that needs
development. Set a measurable goal for yourself.

List each skill that needs development. Commit in writing to
what you will accomplish, by when, and how.
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Using the scale STEP | STEP 2a* | STEP 2b* STEP 3 STEP 4
below, rate yourself
on each question. E E -g g
£ 7R
I = Poor § o € a
o £ 1S n £
. g c > 2 = 52
2 = Fair c 35 = £0 2=
.0 &8 c & = P -2
3 = Good a €3 € S £ S5
] o c o w C 00
v E 9 & _g 9 8 o %,
4 =Very Good | & 20 g 89 9o
=| &= g =R} S (v} @ ‘g
- ] =] S 2 22 2 o
= s £
5 = Excellent v € o 4 5 Qs

Level of clarity
about your* innate
strengths

Level of clarity
about your career
interests

Level of awareness
of objects around
you

Level of awareness
of people around
you

Level of clarity on
what you want to
accomplish in your
career within the
next five years

Level of clarity with
which you think

of new projects or
ideas
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Using the scale STEP | STEP 2a* | STEP 2b* STEP 3 STEP 4
below, rate yourself
on each question. g E -.% g
| = Poor £ B @9
o £ S n £
. I} > 2L 2 2
2 = Fair c 35 g €0 3=
2 S8 © 8 S =
- =~ o— c
3=Good  |§ |58 |£§ (EE |%f
g E g & 5 o & o 5
4=Very Good | & 8o o 0 g 59 -
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= Excellen ] e 5 e 5 £5 Q%
5 cellent

Level of clarity in
figuring out smaller
pragmatic steps to
accomplish your
projects

Level of clarity
with which you can
explain your new
project ideas to
others

Level of clarity

with which you can
explain the steps to
accomplish a project
to others

How good are you
at engaging others
to work with you?

How good are you
at influencing your
peers?

How good are you
at influencing your
seniors?




30 Entrepreneurs in Every Generation

Using the scale STEP | STEP 2a* | STEP 2b* STEP 3 STEP 4
below, rate yourself

: o
on each question. 5 o e &
2 o s 5
_ £ £ @39
| = Poor 5 ) D
T E E v S
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2 = Fair c 2§ £ g =
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How well can you
direct juniors?

How well do you
listen to others?

How good are you
at learning new
things on your own?

How good are you
at learning from
others?

How good are
you at starting
new projects or
ventures?

How good are you
at ending projects
or ventures?

How good are you
at adapting to new
circumstances?

*For rating by other family members or nonfamily members, please change you/your to your name.
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STEP 5: Make a list of the skills that you would like to develop, by when, and how.

Skills

Development Plan

Time Line
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