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Preface

John Ward and I began discussing this new book more than two years ago.
Our plan at that time was to write a second edition of Keeping the Family
Business Healthy (Jossey-Bass, 1987). As it turned out, we came up with
something we think is better.
John invited me to co-author a second edition because our decade of
work together demonstrated our shared belief in the importance of planning
in long-term family business success. Of course, the fact that I had been
using Keeping in my family business courses since 1989 was also a plus.
John knows that it is a good idea to keep one’s best customers committed!
At first, we thought our plan to write an updated edition of Keeping
made sense. Keeping was the first book to encourage strategic planning for
family businesses. It was a landmark in helping to shape the field of family
business as an academic discipline. And since it was a recognized classic,
and the most referenced book in the field of family business, why not just
improve it with current thinking and new materials?
Once the project got started, we quickly realized that we were creating a
book for a new and very different family business reader. In the last 13
years, the change in family business has been startling. When Keeping was
published in 1987, the participation of the family in the family business
was acknowledged, but the focus was clearly on the owner-manager. That
point of view made sense because the owner-manager was the central
actor in the family business. He (most business owners at that time were
male) was typically a founder or controlling owner and had been in power
a long time. His values, personality and management style were the main
influences on the company’s culture.
That is less so today. While men still dominate as leaders of family businesses, statistics show that women are making great strides as first and
subsequent generation business leaders. Approximately 40 percent of all
family firms have a female family member in top management and 15
percent expect a female member of the family to be the next CEO (chief
executive officer).1 Beyond gender, though, we find that our unit of study
is not only owner-managers or even sibling teams, but rather the entrepreneurial family.
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What does this mean? We find that the separation of business and family
issues is diminishing. As we proceeded with this project, we found we were
writing about business leaders who wanted to make family an even more
integral part of the business plan at an early stage. No longer are these families content to let the CEO pick the ‘favorite son’ – or ‘favorite daughter’ –
to carry on the family legacy. Today’s successful ‘business family’, two
words that you will see linked throughout this book, is creating an open
culture that involves as many family and non-family members as possible in
the shaping and focus of the business. As publicly traded corporations have
discovered the value of shattering barriers to information and idea sharing
among employees, smart family leaders are doing the same.
Although the role of the senior generation is obviously still very important, we propose that the family business of the 21st century will be based
on an expanded business model of shared power and ownership. The
single owner-manager is being replaced by men and women from multiple
generations of the extended family who benefit by working well as a team.
In addition, changing social and family values are shaping new roles
beyond that of the owner-manager. New social values related to gender,
careers, power and pluralism require more inclusive and flexible family
business structures.
A demand for increased participation has resulted in new ownership,
governance, family leadership and community leadership roles beyond the
traditional role of an owner-manager.
When Keeping was published, one of the chapters was entitled
‘Ensuring Family Interest in Leading the Business’. Thirteen years ago,
the idea of joining the family business was not always the next generation’s first priority. A family business career was often viewed as a fallback or an alternative to a ‘real’ job in a large publicly traded corporation.
Since then, the value of a family business career has improved – for two
very important reasons.
First, the downsizing wave within public corporations during the 1980s
and 90s killed the notion of lifetime career security for most workers.
Second, entrepreneurial activity became recognized as an important
contributor to economic growth.
That is why the new family-owned business is no longer the chafing,
limited institution it used to be. If planned and executed well, the family
business can become a dream job for all who participate and a chance to
better control careers and lives. We now see a younger generation that has
a stronger interest in the family business because it is something that is
uniquely theirs to build.
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The family-owned firm is also being recognized on an international
scale. A 1996 article in The Economist highlighted this importance of
family firms to national economies:
Family firms dominate commercial life in the emerging markets of Asia
and Latin America and play a larger part than is generally acknowledged in developed economies as well. In America, Germany and Italy,
such firms make an especially big cumulative contribution to jobs and
exports. A lot of big companies are nowadays eager to copy the speed of
decisions and the entrepreneurial flair that family ownership and control
are thought to confer.2
During the past decade, the combination of a strong global economy, new
technologies, increasing market opportunities and the participation of a
new generation of family members have together contributed to the
increased vitality of family businesses. Family businesses are becoming
more sophisticated – not only about management but also more specifically about family business management. The recognition that a family
business model is a legitimate subject of study by colleges, universities,
trade associations, professional consultants and family business organizations has created an increased awareness of the challenges and opportunities that exist in business families.
For all of these reasons, we decided to write this new book with a very
different version of how to keep the family business not only healthy, but
thriving into the 21st century.
We are introducing a new concept to meet this challenge. We call it the
Parallel Planning Process (PPP)™ – a new way to gather the personal,
financial and strategic priorities of both family and business and combine
them into a single planning strategy for the family business.
For years, the focus of family business planning centered on two issues –
estates and management succession. Those goals are far too limited for
today’s family firm. Today, business families want more. The business is
not only a tool for profit but for self-expression, innovation and legacy.
Today’s successful family business, with its more inclusive structure, can
be an organic institution that changes and prospers with each generation
of leadership.
We are going to introduce a number of new planning ideas with brand
new names in this edition. These terms are discussed when introduced and
can be found in the Glossary at the end of the book. Here is a summary of
our concepts:
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Parallel Planning Process (PPP): In greater detail, the PPP integrates planning for the needs and expectations of the family and the business systems.
The PPP assumes that family and business systems are interdependent and
that an action or an event in either system affects the other. It also proposes
new processes that link the family and business systems.
Family Enterprise Continuity Plan: This aspect of the PPP is a regular
review of the family’s values, talents and commitment to the business. It is
a plan, updated at agreed-upon intervals, to look objectively at the skills and
commitment of family members to sustain and grow the business over time.
Business Strategy Plan: This element of the PPP is forged when all the
best identified talent of the organization – family and non-family – gathers
to review regularly the nature of the business. The questions asked in this
segment of the planning process should go well beyond the simple ‘Are
we making money?’; it should regularly review the course and growth of
the business and always ask the toughest question: Should this business
continue to be family owned?
Business Analysis Tools: In this edition, we are encouraging the application
of business planning tools commonly used by the most sophisticated large
corporations. These include concepts such as Economic Value Added,
Sustainable Growth Rate, SWOT (Strengths, Weaknesses, Opportunities and
Threats) Analysis, Balanced Score Card, 7-S Analysis and Stakeholder
Thinking. We will explain these concepts and their implementation within
the PPP in the coming chapters.
This new emphasis on the business family, rather than just the family business, represents an important change in thinking about how families view
themselves. The expansion of the family stakeholder group and the
increasing number of non-business roles require recognition of this new
reality. There are also many business families that are not directly involved
with running a business, but rather participate in a range of enterprise
activities including a family holding company, a family investment partnership, or a family foundation. All of these activities create challenges
and benefits for a family.
As you read, we plan to insert exercises and real-life business examples
called Family Experiences which give real family business examples of
these concepts in action. It is one thing to introduce terms into your business vocabulary, but we think it is considerably more valuable to show you
how families are using the PPP to solve problems and continually revitalize
their businesses. We will also introduce the Reardon Family Challenge, a
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series of vignettes on how a single business family deals with the concepts
that we introduce throughout the book. These mini-cases will help to apply
the ideas developed in this book to a family situation. A sample Reardon
Family Enterprise Continuity Plan and Business Strategy Plan are included
in the Appendices (see Appendices E and G). Planning Tools will provide
additional resources to better plan your family business strategy.
We also offer planning and decision-making templates that address
common family business challenges. These templates should always be
read as suggestions and not prescriptions. Each family needs to develop
their own best practices based on their values, vision and expectations.
You will notice that this book is separated into four parts:
Part I: Understanding Family Business Planning explores the challenges of business families, discusses how families and businesses are
influenced by life cycles and explains how parallel planning not only
helps, but transforms the family enterprise.
Part II: Planning for the Family reinforces the theme that Family
Commitment and a Shared Future Vision are essential for long-term
family business success. This series of chapters explains how to plan
family participation, and prepare the next generation for leadership and
ownership roles.
Part III: Planning for the Business focuses on management content for
the business planning process. It shows how to assess the firm’s overall
Strategic Potential, identify possible market strategies and closes with
advice on how to finalize strategy and investment decisions. It then
explains how to unite both working and non-working family members in
adoption of this strategy going forward. This section addresses the important question families always have to deal with: Is it appropriate to harvest,
invest, sell to or buy out family members with different agendas?
Part IV: Integrating Family and Business Plans is a summary section
that shows how an effective board creates a critical link between the views
of management and the family throughout the PPP.
We think this structure is a logical progression for any business family
looking at formal planning for the first time, or for families interested in
strengthening their existing planning process.
The beginning of the 21st century initiates a new era of opportunity for
human creativity, particularly for family businesses. John and I believe
that the best practices of successful family firms can serve as a model for

Preface

xvii

the entire business community. All organizations can learn from successful
families that develop plans based on core values, shared visions, fair
process, long-term thinking, a commitment to stakeholders and stewardship. We hope that we have captured what families and our colleagues
have taught us. We also hope that we have been able to share those ideas in
this book.
RANDEL S. CARLOCK
Paris, France

After reading Randy’s preface you can appreciate why this partnership has
been both stimulating and a joy. Randy’s many years of experience leading
a significant business along with all his academic and consulting experience have brought a special perspective and rigor to this book.
He is the perfect partner: modest, generous, fun and dedicated to the
common goal of supporting families. He has reinvented Keeping the
Family Business Healthy by modifying its themes for a new audience
while preserving its central values regarding families. We believe family
businesses are a beautiful form of economic and social enterprise. We
believe that business families can shape their own destiny. We believe that
families can continuously grow and learn. Fundamentally, we believe in
the value of planning for business families.
JOHN L. WARD
Evanston, Illinois
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