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1. Introduction

For forty years | have been involved in doing
research and consulting with family businesses.
My introduction to family business as a subject
of study occurred in 1980 during a lunch | had
with Dick Beckhard, a faculty member at the
Massachusetts Institute of Technology (MIT). Dick
lived in New York City but would fly to Boston
on Thursday nights to teach his Friday class on
consulting. | was assigned to be his teaching as-
sistant for this class. During lunch together Dick
asked me: “Gibb, what do you know about fam-
ily businesses?” | admitted that | did not know
much, only that my grandfather ran a family-
owned grocery store in Portland, Oregon and that
my father delivered groceries for him. Dick told
me that many of his clients owned and operated
family businesses and that they were extremely
difficult clients to work with. He would help his
clients solve various business problems only to
have family conflicts undermine his work. He pro-
posed that we work together on a research pro-
ject to study the problems of family businesses
and suggested that we invite some of his clients
to Boston to listen to their issues and concerns.
We would then develop a research agenda based
on their issues.

After Dick’s family business clients arrived in Bos-
ton (there was one client from Canada, two from
the U.S. and two from Venezuela), | spent three
days listening to problems that | never encoun-
tered in my MBA program, which focused primar-
ily on challenges facing large, public corpora-
tions. For example, the founder of one family
firm said the following:

Succession planning... is really digging your
own grave. It’s preparing for your own death
and it’s very difficult to make contact with
the concept of death emotionally... It is a kind
of seppuku—the hara-kiri that Japanese com-
mit. [It’s like] putting a dagger to your bel-
ly... and having someone behind you cut off
your head... That analogy sounds dramatic,
but emotionally it’s close to it. You're ripping
yourself apart—your power, your significance,
your leadership, your father role (Dyer, 1992,
p. 172).

This statement left an impression on me and |
decided that | would focus on the dynamics of
family businesses for my dissertation. That is how
| got introduced to the field of family business.

In this article | will briefly describe the different
trends | have seen regarding theory and practice
concerning family firms over the past 40 years. |
will briefly review the topics of succession, con-
sulting, family firm performance, socio-emotion-

al wealth and heterogeneity in family firms that
have influenced my thinking over the past forty
years. | will then present my current focus on
family business, that of “family capital.”

2. Succession in the Family Firm

During the meeting in Boston with Dick Beck-
hard’s clients, the issue of succession in the
family business was central to those who partici-
pated. Questions that were raised in the meeting
included:

1) How can we get the founder of the family
business to give up control and start succes-
sion planning?

2) How do we prepare the next generation to
take over ownership and management of the
business?

3) How do we manage conflicts between and
within generations of the family business?

As we grappled with these issues, | decided to do
my dissertation in a relatively large family busi-
ness, The Raymond Corporation, that was locat-
ed in Greene, New York. The company was sixty
years old and had gone through a transition from
the founder, George Raymond, Sr., to his son,
George Raymond, Jr. The next generation of Ray-
monds were looking to eventually take over the
business. As | did an historical study and looked
at the transition in family leadership, it was clear
the culture of the Raymond family was an im-
portant factor (Dyer, 1986). In short, | discovered
that a family firm with a “participative” business
culture, governed by an “advisory” board of di-
rectors, and owned by a “collaborative” family
had the best chance for managing succession suc-
cessfully. There was little research done on fam-
ily business at the time, but my dissertation and
the work of John Ward, Ivan Lansberg, John Da-
vis and others focused largely on the problem of
succession. Over time, as a field, we have come
to better understand the challenges family firms
have in planning for succession and have come
up with a variety of good options for family busi-
nesses in making such a transition (see Hilburt-
Davis & Dyer, 2003). In my early article with Pro-
fessor Beckhard titled: Managing continuity in
the family-owned business we outlined our own
views about how to best handle the succession
problem (Beckhard & Dyer, 1983).

3. Consulting with Family Businesses

As | started my career as a professor in the Mar-
riott School of Business at Brigham Young Uni-
versity, | had many opportunities to consult with
the leaders of family firms. One family business
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leader | worked with had a particularly difficult
problem. He called me and asked me to come
to lunch with him where he would then share
his concerns. At lunch he said: “Professor Dyer,
this is my problem. | thought one of my sons
who works for me was doing something unethi-
cal, so | fired him. My wife got so angry that she
kicked me out of the house and | am sleeping on
the couch at my office. What should | do?” This
was indeed a difficult problem and over time, in
working with the family, | got the father and son
to reconcile and come up with a new employ-
ment agreement.

This case and others like it encouraged me to
try to help family businesses be more effective
through effective consulting and | collaborated
with Jane Hilburt-Davis in writing one of the
first books on the consulting process in family
firms that was titled: Consulting to family busi-
nesses: A practical guide to contracting, assess-
ment and implementation (Hilburt-Davis & Dyer,
2003). In the book, we describe our approach
to helping family businesses by first creating
an effective consulting contract with clients so
they and ourselves, as consultants, would be
clear about the objectives and methodology of
the consulting engagement. Second, we outline,
using the “three system family business model”
that included: 1) the business system, 2) the
governance system, and 3) the family system,
as a framework for gathering data from the fam-
ily business and identifying key problems. Third,
we describe various interventions that we have
used to help family businesses improve. Such in-
terventions include:

1) Family business retreats to help family busi-
nesses.

2) Educating the next generation to plan for suc-
cession.

3) Creating an effective board of directors for
the business.

4) Helping family members work through con-
flicts.

5) Team building in the family firm.

The last topic, that of team building, is my area
of expertise. One of the most important inter-
ventions that | have done in family firms is to
help family members clarify roles and expecta-
tions through a variety of team building exer-
cises. These exercises can be found in my new
book, Beyond team building: How to build high-
performing teams and the culture to support
them (Dyer & Dyer, 2020). Over the years, many
more approaches have been developed to help
family firms which have been effective in help-
ing family firm leaders deal with the challenges
they face.

4. Are Family Firms Really Better?

One of the questions for research early in the
formation of the field of family business was: are
family businesses more effective than nonfamily
firms? The advice at that time by some academ-
ics and practitioners was to move the business
as quickly as possible away from having family
management and to turn to professional man-
agers to operate the business. The transition to
professional management would thus avoid nepo-
tism and the family conflicts that plague family
firms. However, in 2003, an article by Ander-
son and Reeb in the Journal of Finance was to
change all that (Anderson & Reeb, 2003). They
discovered that large public corporations that
were led by families performed better than non-
family firms. This sent shock waves through the
field and spurred many studies looking at the
differences between family and nonfamily firms
to find out if, and why, family firms were bet-
ter performers than nonfamily firms. The results
of this research were conflicting: some studies
showed family firms to be more effective than
nonfamily firms while other studies came to the
opposite conclusion. As | wrestled with this issue,
| came to write the article Examining the family
effect on firm performance (Dyer, 2006), which
used agency theory and the resource-based view
of the firm to describe why certain family busi-
nesses might be more effective than others and
potentially outperform nonfamily firms. | devel-
oped a typology of the “clan,” “professional,”
“mom and pop,” and “self-interested” family
firms, with the clan family firm being the most
effective and the self-interested family firm least
effective. According to my typology, clans were
significantly more effective because they had sig-
nificant family assets and low agency costs. Con-
versely, the self-interested firm had significant
family liabilities and high agency costs. In this
article | did argue, however, that the professional
family firm was likely to be the best option for
family firms that wanted to grow since it protect-
ed family assets by incurring some of the costs
related to professionalization. | have continued
to look at this issue over time and believe that
family firms, under certain circumstances, can
indeed outperform nonfamily firms (Dyer, 2018).
Much of my consulting work focuses on helping
family firms move to become more professional
since they do want to grow.

5. The Role of Socio-Emotional Wealth in
Family Firms

In recent years, the work by Luis Gomez-Mejia
and his colleagues has focused our attention
on the role of “socio-emotional wealth” (SEW)
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on family business dynamics (see, for example,
Gomez-Mejia et al., 2007). In short, SEW refers to
the noneconomic goals that families have when
owning and managing a business. These include:
the psychic and social rewards from owning a
business, using the business to help family mem-
bers, and seeing the business as an extension of
themselves. In my own work, | have looked at
how family businesses tend to be more socially
responsible than nonfamily firms (Bingham, Dyer,
Smith, & Adams, 2011; Dyer & Whetten, 2006).
Our studies have suggested that family business-
es who are interested in maintaining their SEW
are more attuned to be socially responsible by
developing safe products, treating employees
fairly, and by supporting their local communities.
The reason they are more socially responsible
is they see the business as an extension of the
family and do not want the family reputation to
be blemished by poor actions on the part of the
firm. Thus, in studying and consulting with family
businesses | have found it important to be aware
of the fact that noneconomic goals may be as
important, or even more important, to a family
business.

6. Heterogeneity in Family Businesses

Another theme in my work has been to encourage
those who study family businesses to be aware
of the heterogeneity that exists in family firms.
Initially, much of the research on family firms as-
sumed that they were somewhat similar. Howev-
er, my article with Peter Jaskiewicz has discussed
the variety that we find in family business, from
different family structures, cultures, family dy-
namics, etc. (Jaskiewicz & Dyer, 2017). Moreover,
my article with my son, Justin Dyer, has described
how important it is not to neglect the family as a
variable in family business research (Dyer & Dyer,
2009). Too often, research and consulting prac-
tice focuses only on the business outcomes and
not family outcomes. For many families, family
outcomes—such as positive family relationships—
are even more important than profits from the
business. | hope that future research and consult-
ing practice will take family business heterogene-
ity into account more than they have in the past.

7. Helping Family Firms: The Family Capital
Approach

My current focus for both research and consult-
ing is to help families strengthen their “family
capital”—the human, social, and financial capital
that is needed for both the family and the family
business to be successful. This approach is fully
described in my recent book, The family edge:
How your biggest competitive advantage in busi-

ness isn’t what you’ve been taught . . . It’s your
family (Dyer, 2019). | have focused on helping
families develop family capital because creating
such resources can be very helpful in both family
and business contexts. Before proceeding to de-
scribe how to create and maintain family capital,
| will describe in more detail what | mean by hu-
man, social, and financial family capital. These
three types of family capital are also valuable
to family members even if they have no desire
to start a business, since they can help them in
other ways to achieve their individual goals.

7.1. Family human capital

Families create human capital by sharing knowl-
edge with family members and helping them de-
velop skills to be successful in life and in business.
Through conversations around the dinner table,
summer employment in the family business, or by
watching and working with their parents, children
come to understand how to create new products,
service customers, and make sales. We find that
in certain industries such as farming, construc-
tion, funeral homes and distilled spirits are known
for having tried and true business tactics that are
passed down from generation to generation as
family knowledge. The oldest known family busi-
ness, the Kongo Gumi construction company in
Japan, was founded in 578 AD and is being man-
aged by 40" generation family members. Such a
business would not be able to continue as a fam-
ily firm without the family transferring knowledge
and skills to the next generation and helping each
other by their labor.

7.2 Family social capital

Family social capital refers to the bonds between
family members and those outside the family—
relationships that can be used to obtain the re-
sources needed to help family members achieve
their goals. An example of the importance of
family social capital on start-up success is part
of the early story of Microsoft. Microsoft founder
Bill Gates was able to sell his DOS operating sys-
tem to IBM because his mother sat on the board
of a foundation with the Chairman of IBM, John
R. Opel, and helped Bill make that connection. As
a result of that relationship, Bill Gates was able
to convince IBM to bundle Microsoft’s software
with its personal computers. Without the help
of Bill Gates’ mother, Microsoft might not have
been able to gain such a dominant position in the
software industry. Thus, helping family members
develop social capital is one of the goals that |
typically have when | consult with family firms.
Creating a board of directors with nonfamily out-
siders is often an approach | use to get the fam-
ily to develop connections with important people
who can help them.
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7.3 Family financial capital and other assets

Family capital concerns financial capital and
other tangible assets controlled by the family. In
the case of starting a family business that may
include things such as office space in the family
home, family vehicles, phones, and computers.
For example, Steve Jobs, founder of Apple, ben-
efitted from his parents’ generosity when they al-
lowed him to start his company in their garage.
Families also can pool their financial and other
resources to help the family business succeed.
Sam Walton, the founder of WalMart, was able to
launch his business because he had access to the
financial resources of his rich father-in-law.

7.4. A model of family capital

In Figure 1 is the model showing the factors that
influence family capital as well as its outcomes.
Family structure provides the scaffolding upon
which family capital is built and has the most sig-
nificant impact on family capital. However, other
factors in the model such as “family culture,”
“family activities,” “family trust,” and “family
capital transfer activities” also are important to
develop family resources. Finally, the major out-
comes of family capital are: 1) business success;
2) family well-being; and 3) individual happiness
and well-being. | will discuss each of these fac-
tors in turn.

Figure 1. Model of family capital

Family Capital Outcomes
Ly BUSiﬂSSS success

*  Family well-being

»  Individual happiness and

well-being
Family 5 Family Capital * Family Trust
Activities »  Human
*  Social
= Financial and other
assets
. Family
Family Culture 4—| Capital
Transfer
I Activities
Family Structure
Societal and Individual Attitudes Toward
= Marriage
= Child-bearing
= Divorce
= Cohabitation
= Out-of-wedlock births

8. Family Structure

Family structure has a significant impact on fam-
ily size and stability. In general, marriage sup-
ports stable family relationships and birth rates
increase family size. Divorce, cohabitation, and
single-parenthood tend to have a negative im-
pact of family stability and often family size. In
the United States, we are currently facing histor-
ic lows in marriage rates and birth rates—which
does not bode well for the development of fam-
ily capital. Moreover, families are more unstable
these days due to high divorce and cohabitation
rates. European families are in a similar situation
compared to U.S. families. If families are not be-
ing formed and are not stable, that makes creat-
ing and sustaining family businesses more diffi-
cult. In other parts of the world, there are differ-
ent family issues. For example, there are approx-
imately 100 million fewer women than men in
Asia—primarily due to selective abortions and fe-
male infanticide. Thus, many Asian men will find
it difficult, if not impossible, to find mates, get
married, and have children, which is clearly det-
rimental to the formation of family businesses.
At its current birth rate, the Japanese will dis-
appear from the earth by the year 2500. This is
true in many other countries as well (e.g. Korea,
Singapore). The prevalence of HIV/AIDs in Africa
has left many African children orphans who will
grow up without parental guidance and support.
For example, in Swaziland, about one-fifth of all
children are orphaned, primarily due to HIV/AIDs
which afflicts 31% of Swazis (Dyer, 2019).

In summary, in today’s world, families are fewer
in number and are less stable, and that trend
is likely to continue in the future. While | am
not a family therapist, one of the roles | play as
a family business consultant is to help families
members get into counseling to help strengthen
their families and help couples remain together
in harmonious relationships if possible.

9. Family Culture

As | learned from my dissertation research, the
culture of one’s family has an impact on family
capital since it defines the rules for how family
members relate to one another and their envi-
ronment. “Family culture” can be defined as so-
cially acquired and share rules of conduct that
are manifested in a family’s artifacts, perspec-
tives, values, and assumptions (Dyer, 1986).

Artifacts are the overt manifestations of family
rules. There are physical artifacts: one’s dress,
the state of the rooms in home, implements used
for work or school, etc.; verbal artifacts: the lan-
guage and stories shared by a family; and behav-
ioral artifacts: the rituals and common behavior
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patterns used by a family. Artifacts are the tan-
gible aspects of culture—things that we can hear,
see, or touch.

Cultural perspectives are situation-specific rules
of conduct followed by family members. For ex-
ample, in a specific situation like greeting some-
one in Japan the appropriate behavior is to bow.
Before the pandemic, in the United States and
most of the Western world we shake hands. In
the context of a family, perspectives are the sit-
uation-specific rules for dealing with things like
greeting family members, deciding rules like cur-
fews, or showing physical affection in public.
Cultural values are more general, trans-situation-
al rules that are reflected in cultural perspectives
and artifacts. For example, some homes have
general rules like “respect for one’s elders,” “be
honest in all our dealings,” and “hard work is
expected.” These values may even be shared in
family mission or values statements.
Assumptions are the most fundamental aspects of
culture. They are the basic beliefs that under-
lie the artifacts, perspectives, and values of the
family. Some of these assumptions include: our
beliefs about whether we can trust other people
(both in and outside the family), our beliefs about
which family members should make decisions for
the family, family beliefs about how family mem-
bers should be treated and supported, and family
beliefs about the family’s ability to change and
improve. These assumptions are the basic prem-
ises, often unspoken and generally invisible, that
“account for” the more overt aspects of culture.
| find that families who create strong family capi-
tal have a culture based on the following assump-
tions: 1) we trust one another, 2) over time chil-
dren should move from a dependent relationship
with parents to an interdependent one, 3) the
family should be proactive in trying to adapt to
and change its environment for the betterment
of family members, and 4) the family should
help family members reach their full potential.
However, | have found that families that have
assumptions that reflect distrust, exploitation or
abuse of family members, controlling leadership,
with an unwillingness to change to improve the
family have difficulty developing and sustaining
family capital.

10. Family Activities

Families can also strengthen their family capital
through the following activities:

1) Family identity activities: these activities in-
clude having the family develop a family mis-
sion statement or value statement,

2) Family rituals and traditions: these include
family vacations, family dinners, family reli-

gious traditions, family parties, and other ac-
tivities that demonstrate that it is important
to be a member of the family,

3) Demonstrating commitment to family: Com-
mitment to family general revolves around
spending time with family members and dem-
onstrating through actions that family mem-
bers have priority over other activities,

4) Coping with crises: All families face crises,
but those families who rally around each oth-
er and support one another during challeng-
ing times strengthen their commitment to the
family, and

5) “Spiritual wellness.” One final characteristic
of families that develop family capital is what
Stinnett and DeFrain (1985) call “spiritual
wellness,” which means the family is engaged
in achieving a purpose that transcends the
fact that family members are living together
as a biological or economic unit. It means that
the family is willing to have a higher purpose
as a family that brings them together which
often revolves around serving other people.

11. Family Trust

Creating trust in one’s family is also essential to
building family capital. There are three types of
trust that we typically find in families. These are:
Interpersonal trust—Interpersonal trust is based
on one’s relationship with another person and is
primarily based on one’s history with that person.
To the extent that another person has proven to
be predictable and behaves reliably in certain
situations, they are deemed to be trustworthy.
Competence trust—Competence trust is based on
the skills, abilities, and experience of the other
party. If we believe the other person has the nec-
essary expertise to help us, we “trust” his or her
judgment and advice. One’s status in the fam-
ily, academic degrees, certifications, reputation,
etc. are often the way we “know” that someone
can be trusted.

Institutional Trust—Institutional trust is based
on whether we see “the family,” “the system,”
“the rules,” or “the processes” as being fair and
trustworthy. Family members want to know if
they will have a place to stay, food to eat, and
receive social support. They also want to know
if they can air their grievances and be treated
fairly by family members.

My role as a consultant to families who want to
strengthen family capital often involves repair-
ing these three types of trust. To repair interper-
sonal trust, | often serve as a mediator between
family members. To improve competence trust
I work with family members to develop career
goals to gain the skills and education they need
to help the family business grow. | also help the
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family set up guidelines to monitor the perfor-
mance of family members in the business to en-
sure that they are competent to perform their
assigned work. For institutional trust, | help the
family develop mechanisms to share responsibil-
ity in decision-making and to be more transpar-
ent regarding the family’s dealings—particularly
the family leader’s will and succession plan.

12. Family Capital Transfer Activities

The final factor in the family capital model con-
cerns family capital transfer activities. If families
do not create processes to transfer family capital
to the next generation it may be lost or severely
compromised. To help a family transfer family
capital, | ask the family to answer the following
three questions:

1) What kinds of family capital (human, social,
financial) will be helpful to future generations
of family members?

2) What family capital do we currently have that
should be transferred to the next generation
of family members?

3) Who has access to this family capital, or, if we
do not have the family capital that is needed,
how do we develop it so it can benefit future
generations?

My own experience as a consultant and my review
of the literature on succession planning suggests
that most company founders (and their families)
cannot fully answer these questions and are not
prepared for succession. Thus, to facilitate the
process of transferring family capital, | have
found it useful for families to do the following:

1) Create a genogram of one’s nuclear and ex-
tended family, and

2) Develop a “family capital genogram” that
identifies who in the family has needed family
capital,

3) Develop a plan to improve relationships be-
tween those who have family capital and
those who need it, and

4) Develop specific plans to transfer family capi-
tal from one person to another typically by
using a “learning by doing” approach. The
“learning by doing” approach involves giving
potential heirs experiences and holding them
accountable to help them prepare for future
responsibilities and to develop the skills,
knowledge, and relationships needed to carry
on the family legacy.

13. The Outcomes of Family Capital

At the top of the model in Figure 1 are listed the

outcomes of family capital. Research shows that
family capital has many positive benefits for a
family and for society at large. In a recent study
my research team used data from over 8,000
teenagers to measure their access to family capi-
tal and whether that access influenced them to
start businesses later in life (Dyer, 2019). The
data showed that those youths who had access
to family capital: 1) started more businesses,
2) their businesses had greater longevity, and 3)
their businesses had significantly higher profits,
than those youths who had less family capital.
Furthermore, | have found that families who have
family capital experience the following benefits:

e Family members are more resilient in dealing
with life’s challenges.

e They have a greater sense of well-being, secu-
rity, and happiness.

e They are more likely to be in healthy and sta-
ble family relationships.

e Parents see better school performance and
fewer behavioral problems in their children.

These are the important benefits of family capi-
tal. Family capital helps families deal more ef-
fectively with the challenges that life brings, and
for those families who start businesses, family
capital helps their businesses succeed in the pre-
sent and in the future.

In my book, The family edge, | have several sur-
veys that | have developed that can be used to
assess a family’s current status regarding fam-
ily capital and determine if the family’s culture,
activities, trust, and family capital transfer ac-
tivities are sufficient to help the family and its
business be successful over time. In summary, my
objectives in working with families to strengthen
their family capital include:

1) Creating a strong and stable partnership be-
tween spouses or significant others.

2) Encouraging a family culture that is based on
trust, facilitates the personal growth of family
members, and supports positive change within
the family.

3) Encouraging family activities that create unity
and support within a family. Thus, family mis-
sion statements, family traditions, and spend-
ing time together as a family is important
along with creating a higher purpose for the
family.

4) Building trust within the family by repairing
interpersonal trust when it is broken. Devel-
oping competence trust by encouraging fam-
ily members to develop skills and abilities and
creating institutional trust within the family
by sharing decision-making and being trans-
parent.
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5) Transferring family capital by identifying
where human, social, financial capital and
other assets reside within the family. The
family should develop a succession plan to
ensure that these forms of family capital are
transferred to the next generation.

14, Conclusion

In this article | have given a brief overview of my
journey in studying and helping family business-
es. Family business face a plethora of important
issues in today’s world that need to be addressed
for the family and the business to succeed over
time. Hopefully, the description of my journey
will be helpful to you as you chart your own
course to studying and helping family businesses.
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