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FOREWORD

e have observed two trends amongst family
W businesses in Germanic countries over the

past few years. On the one hand, transfer
of ownership is becoming increasingly egalitarian, no
longer favouring only selected descendants. On the
other hand, we see less intra-family succession to
management roles, especially in larger family busi-
nesses. Together, these developments tend to lead to
larger business families with a higher number of in-
active family shareholders.

With the family business landscape transitioning
from a majority of owner-managed businesses towards
a majority of owner-controlled family businesses,
family enterprises face two major challenges. Besides
mastering the fundamentals required by the mental
model of the controlling family, they must create con-
ditions conducive to constructive interaction between
managing and non-managing shareholders as well
as with non-family managers. Against a backdrop of
increasingly complex social and economic conditions
and external shocks such as the COVID pandemic and
the war in Ukraine, the business family’s ability to make
decisions and act quickly is more important than ever.

Members of business families often see their par-
ticipation in the family business and their ownership of
joint family assets as a temporary heritage, received
from prior generations to pass on to future genera-
tions of family shareholders. Thus, the role and actions
of a shareholder have an intergenerational focus and
are guided by the principles of a forward-looking busi-
ness. To successfully perform this demanding role,
family shareholders need a set of competences — a
variety of specific skills and abilities. Supporting family
shareholders in systematically developing these com-
petences lies at the heart of what has become known
as ‘ownership competence development’.

For over 20 years, the Witten Institute for Family
Business (WIFU) has investigated the question of how
business families develop competent owners. This
study — an updated version of the first ownership com-
petence development study from 2012 - provides in-
sights into the efforts that Germanic business families

Tom A. Riisen Ruth Orenstrat

Claudia Binz Astrachan

put forward to systematically educate and train their
family members. The findings are promising, confirm-
ing that a growing majority of family businesses recog-
nise the importance of systematically building share-
holder competencies, and take appropriate steps to
develop the skills necessary to successfully perform
the ownership role. Based on the findings from the
survey, in conjunction with an analysis of the current
body of literature on the topic, we provide several
empirically based recommendations for actions.

We hope that this report will stimulate productive
discussions within your business family. We wish you
inspired reading.

Witten, December 2022
Tom A. Riisen, Ruth Orenstrat,
Claudia Binz Astrachan



EXECUTIVE SUMMARY

OWNERSHIP COMPETENCE
DEVELOPMENT:
WHY, WHAT, AND HOW?

uccessful multigenerational family businesses

ensure that family members who make, sup-

port or influence decisions in the business or
the family are capable of successfully performing
their roles. This requires a deep knowledge not only of
the business but also of the role of a shareholder, and
the values, culture, needs and objectives of the busi-
ness family. “Ownership competence” enables family
members — regardless of their ownership status - to
contribute to the success of the business and the
cohesion of the family in whatever role(s) they may
hold.

Professional shareholders not only understand but
also exemplify family values and goals. They know
that these must be aligned with internal structures,
strategies, and guidelines to ensure the long-term
durability of the business and the family. This under-
standing enables them to make decisions that are
value-oriented and economically sustainable (or “enkel-
fahig” — fit to be handed over to one’s grandchildren)
for the entire system.

What, though, does ownership competence look like
in practice? What do business families understand by
ownership competence and how do they systematically
develop ownership competence for their shareholder
group? We investigated these questions using survey
data collected in 2021 from 218 German business
families.

The term “ownership competence” suggests that ownership skills are only relevant for current and future shareholders. In practice, many families include

family members without ownership in ownership competence development activities. The decision boils down to a simple but central question that each family
must answer itself: Who belongs to the business family, and who does not (e.g. spouses, adopted children), and what rights and obligations come with family

membership?



KEY FINDINGS OF THE STUDY:
THE STATE OF OWNERSHIP COMPETENCE
DEVELOPMENT IN GERMAN BUSINESS

FAMILIES
H competence (DOC)? A majority — 69% — of the

business families surveyed specifically pro-
mote the development of shareholder competence.
Moreover, DOC programmes have gained importance
in recent years: 45% of business families in the current
sample have been involved in DOC activities for over a
decade, up from 19% in the 2012 study.?

ow important is the development of ownership

Conclusion: The importance of ownership competence
and systematic DOC is growing.

Why is the development of ownership competence
important? An overwhelming majority of respondents
attach great importance to ownership competence
development; they see it as a core success factor in
linking the business family to the business (86%) and
strengthening intra-family cohesion (85%). Almost as
many are convinced that it promotes the long-term
survival of the family business (83%) and the joint
decision-making ability of family shareholders (81%).
In addition, 68% of respondents attribute a positive
side-effect — reduced conflict in the business family —
to the systematic training and further education of
shareholders.

Conclusion: Respondents associate several positive
effects for the family and business with systematic
ownership competence development.

Why do certain business families not pursue owner-
ship competence development? The 31% of current
respondents who do not develop ownership compe-
tences systematically name an insufficient number of

2 See Vopel et al. (2013).
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shareholders (22%), lack of a responsible person
(20%), no need (17%), lack of agreement among share-
holders on this topic (16%) and lack of resources (2%)
as the most important reasons.

Conclusion: Various factors on the family level prevent
business families from systematically developing
ownership competence.

What is taught in ownership competence develop-
ment programmes? The content is heavily focused on
business administration: management and strategy
(78%), leadership and organisation (56%) and balance
sheet analysis (55%) are core components of DOC
in practice. Psychological issues are becoming
increasingly important, with communication and con-
flict management (51% and 49% respectively) ranking
ahead of the economic topics of sustainability (46%),
market and sector knowledge (45%) and “business
knowledge” (44%). Overall, legal issues are seen as of
rather less importance (38%).

Conclusion: Ownership competence development pro-
grammes prioritise business topics, with psycho-
logical topics around family dynamics becoming
more important.

Who should participate in ownership competence
development programmes? An overwhelming majority
of respondents (> 90%) agree that DOC programmes
should be aimed at individuals with current or future
leadership responsibility in the family business. Others
(70%) design DOC programmes for shareholders only,
whether they hold a formal role in the business or
family or not. A minority of 33% allow all family mem-
bers to participate in DOC programmes, regardless of
ownership status.

Conclusion: Family businesses vary greatly in their
target audiences for DOC.
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Are families with a family strategy particularly open
to ownership competence development? Having a
family strategy in place is positively related to DOC:
93% of participants with a formulated family consti-
tution specifically promote DOC, as do 72% of those
with an informal family strategy. In contrast, fewer
than half (44%) of families with no written or informal
family strategy are pushing ahead with the systematic
implementation of qualification programmes. The
fundamental commitment of the business family to
self-organisation and the systematic shaping of the
relationship with the firm as well as interactions within
the business family are strongly related to the targeted
development of ownership competence.

Conclusion: Business families with a family strategy
are more likely to engage in systematic DOC.

Who is responsible for ownership competence devel-
opment? Only a minority of business families in our
sample, place responsibility for planning and imple-
menting DOC activities in the hands of a family gover-
nance body (e.g. the family council) or a managing
family member (27% each), and 23% of respondents
currently leave the development of such competencies
to each individual member of the shareholder group.
The results clash with what the respondents consider
ideal: A majority of 61% think that a family governance
body should be responsible for DOC, and only one in
ten believe that family members with management
responsibility should be in charge of DOC.

Conclusion: As regards responsibility for DOC, ideal
and actual practice diverge widely — the responsibility
ideally lies with a family governance body.

How is ownership competence taught? In many cases,
the family organises a variety of activities to promote
ownership competence, such as family academies or
workshops (69%). Working in the firm — for example in
the form of internships and summer jobs (68%) - is
also an important path to DOC. For the systematic
development of ownership competence, there is also
increased use of external continuing education offers
(e.g. open seminars, training courses or special study
courses (67%) or exchanges among like-minded people
(65%)).

Conclusion: Business families rely on a variety of plat-
forms and ways to develop ownership competence.

How much time do business families invest in owner-
ship competence development? Since it can be as-
sumed that sufficient financial resources are available
for training and further education in the business
family, the resource of “personal time commitment” is
pivotal. Of the business families that purposefully pro-
mote the competency development of their share-
holders, only one-third are willing to invest more than
five days per year. Just half of these families (16%)
allocate more than eight days to the training and
development of their competence. Of the two-thirds
who invest up to five days in DOC, around half (34%)
allocate only one to three days. In our assessment, this
is insufficient given the increasing complexity of the
corporate environment and the scope of owners’ deci-
sions.

Conclusion: The personal time commitment given to
the development of ownership competence is limited
to a few days per year. This is where the value as-
sessment of DOC diverges from everyday practice in
business families.




1 | OWNERSHIP COMPETENCE:
AN OVERVIEW

1.1 | OWNERSHIP COMPETENCE
AS THE KEY COMPETENCY OF THE

BUSINESS FAMILY

ecades of research, coupled with our many
D years of observations in practice, have led to

the insight that shareholders in a family busi-
ness associate their ownership with more than just
interest on capital.® Rather, family shareholders see
their core, cross-generational task as a transgenera-
tional legacy in the form of the preservation of values
and the passing on of business shares to the descend-
ants of the business founders. Consequently, their
participation in the family business or their share of
family wealth must be managed in such a way that it
leaves the family legacy fit to be passed on to future
generations. The German business dynasty Haniel
coined the term “Enkelfahigkeit™ to express this con-
cept.

The joint preservation of the family’s transgenera-
tional legacy can easily lead to disagreement, conflict
and, in the worst case, an inability to make decisions
among the shareholders — especially if expectations
diverge and there is a lack of clarity and agreement
regarding the shareholder role within the business
family. The core challenge for the business family is to
simultaneously follow the logic of the family, the logic
of the firm and the logic of ownership. Its members
may disagree on how to steer and manage the busi-
ness or on the appropriate path given the goals and
values of the shareholder group. However, the way in
which the family in the family business manages dis-
sent or differences in attitude towards the business
and its focus is decisive in determining whether it
represents an asset to the business or its greatest risk.

O

This is precisely where the importance of ownership
competence becomes clear: with a sufficient level of
skill and ability to steer and manage the business and
the business family, it is more likely that decisions
will be made or supported by a (competent) group of
shareholders and will be in the interests of the con-
tinued well-being of the family business and the asso-
ciated business family.

In terms of the firm, the overall task of the sharehold-
ers is to set long-term goals for the senior managers,
advise them strategically on an equal footing, appro-
priately control them and replace them in an emergen-
cy. To this end, the members of a business family need
more than a knowledge of leadership, organisation,
accounting, finance, corporate law, asset manage-
ment, history of the firm, current and technological
challenges in the market environment, dynamics of
digital transformation and a future (sustainability-
oriented) corporate strategy. They must also be famili-
ar with the functional logics and system dynamics of
business families and family businesses. It is precisely
the (potential) interactions between decisions made
within the circle of shareholders and the resulting con-
sequences for both individual family members and
the shared family business that must be treated with
the utmost sensitivity. These can lead to a lasting and
destructive disruption of the systemic network of
family, business, and property. Responsible members
of a business family are therefore required to have not
only basic business knowledge but also very spe-
cialised — and far more comprehensive — knowledge:
“ownership competence”.®

According to the definition formulated by the Witten
Institute for Family Business (WIFU), ownership com-
petence “... encompasses all the skills and abilities of

See among others Berrone et al. (2012); Riisen et al. (2014); Riisen (2020); Riisen (2022) for this.
Business psychologist Anders Indset defines “enkelfahig” as living in a value-oriented way and reconciling this with economic thinking. It is economic sustainability

over time rather than on time, where ecology and economy are not contradictory (Indset, 2022).
5 Ownership competence is “(...) a combination of tacit and explicit knowledge, behaviour and skills that give someone the potential to be effective in task
performance” (Draganidis & Mentzas, 2006, p. 53). This gives individuals the opportunity to prove their skills (Ryan & Deci, 2002) - a deeply rooted psychological

desire (McMullen & Warnick, 2015).



1] OWNERSHIP COMPETENCE: AN OVERVIEW

10

current and potential shareholders of a family busi-
ness to successfully exercise their ownership function
as well as their rights and duties within the shareholder
family. Furthermore, it is about the ability to success-
fully deal with previously unknown situations in the
business and business family.”

1.2 | DIMENSIONS OF OWNERSHIP
COMPETENCE

killed shareholders are capable of more than

just reading a balance sheet: they combine

entrepreneurial competence, shareholder com-
petence, family competence and individual compe-
tence. Thanks to these skills, they can contribute not
only to the success of the business but also to main-
taining the functionality of the family.” However, what
exactly distinguishes these competence dimensions
- and does each member of the shareholder circle
really have to possess all of them?

1.2.1 | ENTREPRENEURIAL COMPETENCE

Not surprisingly, entrepreneurial competence is an
essential characteristic of professional shareholders.
Its central building block is general business knowl-
edge, such as understanding the basics of accounting
and financing. The focus here is usually on under-
standing of forms of financing and the statements of
finance, i.e., balance sheet, cash flow statement, profit
and loss statement, and how these statements inter-
act.

With an eye on their own business, professional
shareholders know the business strategy and over-

WIFU (2022¢).
See Astrachan et al. (2020).
See Riisen (2020) for more detail.
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described in the following.

arching objectives, as well as specific market and
competition dynamics, and current developments in
digital transformation and sustainability orientation.
Thus, they can answer core questions such as the
following: What are the specific market and compe-
tition dynamics of the business? Who are the most
important customers and suppliers? Who are the key
employees? Where — and, if applicable, in whom - are
the firm’s core competencies clustered? In which areas
is the firm superior to the competition and in which
not? What is vital for the success of the firm?®

Entrepreneurial competence gives a family member
the ability to talk to, lead or supervise management on
an equal footing — in other words, to be a good steward
of the business. Entrepreneurial competences are
essential also because they allow a non-managing
family member to speak in the same language as the
management.®

1.2.2 | SHAREHOLDER COMPETENCE

Complementary to the notion of entrepreneurial
competence, ownership competence aims to under-
stand the legal aspects relevant to the business and
the family, but also encompasses the management of
the business family’s non-business, private or common
assets.'® Here, a knowledge of the firm's legal structure
and the resulting opportunities and challenges are not
the only key aspects; the ability to recognise these
requires a basic knowledge of business and tax law.
The challenges resulting from private and family law
— for example in marriage, choice of residence, the
drafting of healthcare proxies and wills — and their
effect on the circle of owners or the family business
must be recognised and, if necessary, appropriate
measures be taken.

As part of our analyses, we assume for the sake of simplicity a wide understanding of entrepreneurial competence, which includes the shareholder competence

10 See also e.g. Kogl (2016); Kirchdorfer & Layer (2020); Kgl (2020); Kormann & Riisen (2020); Kiibel (2020); Schreiber (2020); Seyfried & Siller (2020); Schreiber &

Kégl (2021).



Moreover, this dimension includes a basic knowledge
of the professional management of the “secondary
assets” of the business family. This aspect has recent-
ly become increasingly important, as it is not sufficient
to allow vacant assets to be managed by external
service providers without strategic objectives or the
ability to exercise adequate control. A basic knowledge
of the theory of capital markets and so-called “asset
allocation” is imperative. Likewise, the ability to make
a targeted assessment of selected investment strat-
egies (e.g. investments that promote sustainability,
direct investments in start-ups in the digital sector,
etc.) is also an important part of the overarching “skill-
set” of a shareholder. Last but not least, it is important
to be able to differentiate between and assess various
organisational forms (e.g. investment companies,
single or multi-family office structures, etc.) in terms
of their approaches and procedures.

1.2.3 | FAMILY COMPETENCE

Family competence refers to the ability to make a
positive contribution to the functioning of the family.
At its core, this includes the ability to communicate
effectively, reflect critically on the dynamics of the
family system and address conflicts constructively.
Thus, people with family competence have sound
knowledge of the typical patterns of action and be-
haviour within the family and they can anticipate and
manage them in a way that prevents destructive con-
flict.

Decision-makers on the family side must be fully
familiar with the family dynamics of the business
family, as these shape and develop family relation-
ships. There are now several practice-oriented theoreti-

" See also e.g. Kleve (2020a); Riisen & Heider (2020); Schlippe (2020).
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cal approaches that help to avoid classic misunder-
standings and the resulting conflict dynamics. In
addition to a basic understanding of the range of roles
involved in being a member of a business family' and
knowledge of one’s own “mental model”, familiarity
with and ways of handling specific communication
and conflict dynamics' are particularly important
here. If problems of trust emerge within a business
family and are not systematically addressed, func-
tional and sustainable forms of cooperation within the
ownership circle can hardly be expected. Particularly
in cases where there is a reluctance to proactively
address conflict, a climate of uncertainty often pre-
vails. Furthermore, if decision-making situations arise
that are, per se, conflict-prone (e.g. the selection of
committee members from the family circle), necessary
actions are often postponed or avoided and, in the
worst case, the conflict escalates. Here, those busi-
ness families that can reflect on themselves and have
communicative and conflict-solving competencies are
at an advantage.

1.2.4 | INDIVIDUAL COMPETENCE

Individual competence is closely linked to family
competence — it is difficult, if not impossible, to de-
velop family competence if there is no parallel invest-
ment in building individual competence. This includes
the ability to grow, recognise role patterns, develop
non-judgemental communication skills, accept feed-
back and reflect on it, and develop a basic learning and
development mentality. It also involves setting healthy
boundaries and controlling one’s reactions to emo-
tions, that is, reacting appropriately and adapting
one's behaviour proportionately to the situation at
hand. Individual competence also includes self-care —

12 Examples for this are Schlippe (2014); Schlippe (2019); Schlippe (2020); Schlippe & Riisen (2020).
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an approach to action that many members of per-
formance-oriented business families struggle with. It
is important in this context to implement assessment
centres, which highlight individual strengths and weak-
nesses, skill and knowledge deficits and development
and personal growth potentials.”™ Then, based on the
results of objective analysis, individual development

'3 See Felden et al. (2020); Feldern & Riisen (2020); Kleve (2020b).

programmes may be defined that support, for ex-
ample, training in a communicative, moderative and
social “skill set”.

The following figure summarises insights on key
points regarding the respective competencies.
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ENTREPRENEURIAL
COMPETENCE

INDIVIDUAL
COMPETENCE

SHAREHOLDER
COMPETENCE

Entrepreneurial competence describes the ability
to make a positive contribution to the long-term
success of the firm. Essentially, this includes the ability
to lead or supervise management, in other words, to
manage the business competently. Entrepreneurial
competence allows a non-managing family member
to speak in the same language as, and at the same
level as, the operational management.

Shareholder competence describes the ability to
successfully exercise the duties and rights associated
with ownership (e.g. questions of tax and inheritance
law, decisions relating to family assets).

Figure 1: Dimensions of ownership competence

FAMILY
COMPETENCE

Individual competence describes the ability and
willingness to develop oneself on a personal level,
to recognise role patterns, to develop one’s own
non-judgmental communication skills, to accept
feedback, to respond constructively to it and to
develop a basic learning and growth mentality.
It also means setting healthy boundaries and
regulating one’s emotional reactions.

Family competence describes the ability to make
a positive contribution to the functioning of the
family. On the one hand, this includes the ability

to communicate effectively and to handle conflicts

constructively. On the other hand, people with family
competence have comprehensive knowledge of the
typical patterns of action and behaviour within the
family, and they can anticipate and address them
in a way that avoids destructive conflict.

13
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1.2.5| WHO NEEDS WHICH
COMPETENCIES?

Do shareholders really have to be “qualified” in all
the areas of competences described? Yes and no -
ideally, each family member, regardless of their role or
ownership, will have a basic understanding of their
family business and, at least to some extent, an aware-
ness of the dynamics that shape interactions within
the family circle. The concrete competency profile of
each individual, however, depends entirely on the role
they play now in the business and/or in the family or
will play in the future.

Relative importance

Entrepreneurial competence

Describes the ability to
make a positive contribution
to the long-term success
of the business.

Describes the ability to

“00000

Figure 2: Exemplary professional profiles by role

Shareholder competence

understand and successfully
exercise the duties and rights
associated with ownership.

Supervisory Board member (non-family, shareholder status)

Non-managing family member (without shareholder status)

The fundamental question for business families is
which competencies a family member should have
and to what depth and breadth. The figure below
shows examples of competency profiles of family
members with and without formal roles in the firm and
family. These competency profiles differ greatly de-
pending on the preferences of each family. While one
family may consider it essential that members of a
family supervisory board have comprehensive family
competence, this may be less important for another
family. The position of the circles represents both the
relative importance and the extent of each compe-
tence. Accordingly, a Chief Executive Officer (CEOQ) —

Family competence Individual competence

Describes the ability
to make a positive
contribution to family

Describes the ability and
willingness to develop on a
personal level.

functioning.

Chief Executive Officer (non-family, without shareholder status)
Chief Executive Officer (family-internal, without shareholder status)

Supervisory Board member (family-internal, shareholder status)

Member of the family council (family-internal, shareholder status)



whether from within the family or not — is expected to
have a high level of entrepreneurial and individual
competence. For a non-family CEO, ownership and
family competence may be less important; for a family
CEO, however, these competencies are crucial.

As mentioned above, every business family faces
inevitably questions on the form in which and the ex-
tent to which the respective professionalism training
modules are to be offered. The individual professional
elements included within the four dimensions (e.g.
knowledge of business strategy as a component of
entrepreneurial competence or knowledge of family
dynamics as a component of family competency), as
well as the desired competency level depending on the
role profile, are determined by each business family
itself. In our opinion, this step requires a dedicated
process within the family strategy that specifically
defines the self-image, task profile and role expecta-
tions of respective members of the shareholder group,
committees, and other family members. Ideally, an
“organisation of the business family” — at best a family
governance committee — should be formed to be
responsible for appropriate training and further educa-
tion programmes. An appropriate training programme
can only be designed when the family has clarity about
the areas of professionalism expected from certain
role profiles.

1 WIFU (2022c).

1] OWNERSHIP COMPETENCE: AN OVERVIEW

1.3 | OWNERSHIP COMPETENCE
DEVELOPMENT

1.3.1 | WHAT IS OWNERSHIP
COMPETENCE DEVELOPMENT?

The regular and systematic training and further edu-
cation of ownership competence within a business
family can be defined as follows, in line with the pre-
ceding considerations:

“Ownership competence development (DOC) in-
cludes all actions taken by members of the busi-
ness family to push for the training and further
education of competencies, as well as to support
the acquisition of skills and experiences that will
be useful to them in performing a role as a share-
holder of the shared family business.”’*

Particularly initially, proposing further education for
family shareholders often causes incomprehension
and resistance. Why should anyone acquire competen-
cies and skills “in advance”, when it is unclear whether
and, if so, when they will ever be needed? Regarding
the training and development of younger family share-
holders, one frequently expressed concern is also that
such programmes could interfere with the individual
educational approach of each nuclear family. It is often
perceived as inappropriate and unnecessary to under-
go further education collectively or individually within
the family and to “sacrifice” valuable individual free
time for this purpose. Paradoxically, however, in the
hope of improving their career opportunities and in-
come prospects, and qualifying for new professional
and managerial tasks, the same people happily take up
the offer of longer and more intense training and
further education classes in their professional environ-
ment outside the family.
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The need to secure future dividend payments and to
preserve the “transgenerational legacy” through con-
tinuous training within the business family is often
overlooked. Against this background, it may be worth
constructively and critically evaluating and reflecting
on the previous activities of the business family as a
community as well as the individual members of the
shareholder circle. In this context, the family should
also examine whether and how those members of the
business family who do not, or not yet, hold shares in
the family business or those who take on core disci-
plinary tasks have been included in DOC measures to
date.

1.3.2 | THE PROCESS OF OWNERSHIP
COMPETENCE DEVELOPMENT

For every business family with an intergenerational
perspective, the development of ownership compe-
tence is a compelling need, considered indispensable
in practical terms. Professional shareholders are
familiar with the business, know the values and goals
of the family and understand how the two systems are
interlinked. Decisions for the business, or rather the
cohesion of the family community, can be made based
on this fundamental knowledge as well as agreed
maxims of action and decision-making procedures.

Nevertheless, we observe that few business families
invest sufficient resources in DOC. Often, no sys-
tematic training or education is offered, and topics are
addressed in an erratic or ad hoc manner. Even if suffi-
cient financial resources are made available, there is a
lack of visible willingness to devote time to personal or
joint training. In contrast, business families that active-
ly promote ownership competence provide adequate
resources for the development of individual respon-

sibility at both the individual and family levels. They
organise and support activities that enable individuals
and the entire family to acquire and strengthen the
competencies they will potentially need.™

If the family is clear on the competencies available
to it within its members, the ownership group can sys-
tematically identify competency gaps and close them
at the family level, either by developing competencies
that are still needed internally or by drawing on exter-
nal experience (e.g. from consultancies or board
members outside the family). A business family that
has defined a development concept for ownership
competence in its family strategy has a decisive
advantage: it can consistently and transparently even
out the expectations and requirements of all family
members, reducing the potential for conflict.

The systematic development of ownership com-
petence could be organised by a family committee
(ideally composed of members from different genera-
tions and branches of the family) under the chairman-
ship of a family member. Occasionally, in practice,
we also encounter “education officers” in a family
body who are explicitly responsible for this area. In
this case, a corresponding “education committee” is
responsible for designing a strategy for the develop-
ment of shareholder competencies in the family. Such
a strategy may include, for example, the targets that
the business family pursues in the systematic develop-
ment of ownership competence.’® It may also specify
which family members should have access to the
programme, and to what extent, and the financial and
time resources that will be made available on the
family side. A committee can then clarify the impor-
tance attached to the topic and ensure continuous
awareness of it within the family community.

's Useful examples here include the ownership competence development programmes of the HGDF business family (see Dethleffsen & Michaelis, 2020) and the

Merck business family (see Riisen & Stangenberg-Haverkamp, 2020).
16 See Astrachan et al. (2020).



Based on this strategy, the committee identifies the
competencies that it considers essential for adept and
sustainable ownership (e.g. through interviews with
current and former role-holders from its own or other
business families). The result of this process is a list
of professional categories and priorities for each role.
For example, a family member on the supervisory
board should have sound financial and strategic
knowledge, which a member of the family council does
not need to the same extent. Here, social, commu-
nicative, and pedagogical skills and abilities are a
greater priority.

After assessing the professional profiles, it is im-
portant to work out a plan together with the family to
identify different ways of acquiring the skills, experi-

1] OWNERSHIP COMPETENCE: AN OVERVIEW

ences and abilities that are still lacking — these can be
organised or offered by the family or be the responsibil-
ity of the individual shareholders. Options include for-
mal educational programmes (e.g. (executive) MBAs,
governance seminars and classes on family dyna-
mics), informal exchange with so-called “peers” (this
may be institutionalised, e.g. through memberships in
working groups, networks, participation in roundtables
and exchange formats with other business families) or
mentoring and coaching offers.

The systematic development of ownership compe-
tence is a management task in its own right within
the business family, for which appropriate financial,
time and infrastructural resources must be made
available.

17
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2 | PROBLEM DEFINITION, OBJECTIVES, METHODO-
LOGICAL APPROACH AND RESULTS OF THE STUDY

2.1 | PROBLEM DEFINITION AND
OBJECTIVE OF THE STUDY

ur observations highlight that awareness of
O the role of ownership competence and DOC in

business families has surged in recent years.
The aim of this study is to “refresh” the findings of a
study almost ten years old' and to gain additional
insights into the needs, expectations, and everyday
practice regarding this topic. To this end, we examine
the following questions:

© What are the ideal conceptions of ownership com-
petence and its development — and what is the
reality?

© Which competencies are considered particularly
important — and for whom?

© Who is primarily responsible for DOC in the share-
holder circle/in the business family?

© How much time is invested in developing owner-
ship competence? Where do the corresponding
financial resources come from?

Through this study, we want to provide answers to
these and other relevant questions and thereby develop
specific recommendations for action for business
families.

7 See Vopel et al. (2013).

2.2 | METHODOLOGY AND SAMPLE

ur study is based on survey data from 218
O business families from the WIFU network.™

The online survey conducted in 2021 covers
various facets of the topic of ownership competence
and the DOC of family members. The majority of the
family businesses represented in the sample operate
in the legal form of a GmbH & Co.KG (40%), and around
the same proportion (43%) are active in industrial pro-
duction. Just under one in four family businesses gen-
erated a turnover of over one billion euros in 2020.
More than half the businesses (57%) are in the third to
fifth generation of family ownership, and around 80%
are at least 40 years old. A detailed sample description
can be found in the appendix.

2.3 | RESULTS

vey and embed them in current research on DOC.

In doing so, we include explanatory approaches
deriving from WIFU's many years of research and
practical experience. First, we show to what extent
business families currently attach importance to the
topics of ownership competence and its development,
and how they manage this topic in everyday life. Then
we clarify how the ideal conceptions of ownership

I n the following, we present the results of the sur-

'8 Many business families from our network have been in close contact with WIFU for some years now, which is perhaps one reason for their relatively strong
involvement in family business subjects. The sample is representative of the WIFU network yet cannot, therefore, be seen as representative for all existing

business families and family businesses in Germany.
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competence and its development deviate from the
actual situation in practice (Section 2.4). Specific
recommendations for action, based on these findings,
are presented in Chapter 3.

2.3.1 | HOW IMPORTANT IS OWNERSHIP
COMPETENCE - AND WHY?

The systematic development of ownership com-
petence is a decisive factor in the ability of family busi-
nesses to survive across generations. A professional
shareholder family can exert significant influence on
the development of the business, for example through
its decision-making bodies, and thus ensure the pres-
ervation and long-term viability of the business. The
importance of ownership competence, its develop-
ment and its positive influence on the family and the
business have also been recognised by the business
families we surveyed. As shown in Figure 3, 68%
believe that the targeted development of ownership
competence prevents conflict within the shareholder
family. An even larger majority agrees that the develop-
ment of ownership competence supports intra-family
cohesion (85%) and the commitment of the business
family to the business (86%), promotes joint decision-
making among family shareholders (81%) and repre-
sents a key success factor in the long-term survival of
the family business (83%).

19 See Vopel et al. (2013), page 17.

Ownership competence and its development are
rarely associated with negative attributes: 92% of res-
pondents disagreed that it is a waste of resources,
and 87% felt it does not undermine the leadership or
authority of the leading family member. These results
are a clear indication of the awareness of the business
families surveyed of the importance of ownership
competence and its development.

The picture shifts slightly when it comes to whether
the targeted education and training of shareholders
slows down decision-making processes in the family
business or the shareholder circle. While half of the
respondents reject this statement, the attitude of 38%
is dependent on the nature of the decision to be made
or other factors. Conversely, 13% of the participants
consider the targeted development of ownership com-
petence to be an obstacle to decision-making, since
they believe mature shareholders increase the level of
overall opposition. From our viewpoint, this reflects an
older - and diminishing - attitude of managing share-
holders who favour more silent and less professional
co-shareholders.

19
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THE DEVELOPMENT OF OWNERSHIP COMPETENCE ...

... supports the commitment of the
business family to the firm.

... supports the cohesion of the
business family.

... is a key success factor in the long-term
survival of the family business.

... promotes shared decision-making
among family shareholders.

... prevents conflicts in the
business family.

... highlights differences between
family shareholders.

... slows down the decision-making
process (“Mature shareholders
increase the opposition!”).

... stirs up conflict in the business family.

... undermines the (leadership) authority
of the leading family member.

... is a waste of resources.

85.9%

85.4%

82.9%

81.0%

.nagﬁ
>

10.2% 68.4%

245 35.3%

49.8%

I |

69.7 %

86.7%

[3)]
&°

92.1%

[l disagree (rather)
partly/partly
B agree (rather)

Figure 3: Overall assessment on the topic of ownership competence
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2.3.2 | WHO DEVELOPS OWNERSHIP
COMPETENCE?

Ownership competence and associated programmes
for its development are of interest for the large major-
ity of the business families we examined: two-thirds of
those surveyed are already taking targeted measures
to ensure the qualified training and further education

over one billion euros

over 500 to 1,000 million euros 82.6%

over 250 to 500 million euros 73.9%

over 100 to 250 million euros 71.9%

over 50 to 100 million euros 56.5%

over 25 to 50 million euros 50.0%

up to 25 million euros 45.5%

81.6%

of their shareholders. The willingness to take such
measures tends to increase with increasing business
turnover: while fewer than half of family businesses
with a turnover of up to 25 million euros promote DOC,
57% of those with a turnover of more than 50 to 100
million euros do so, and over 80% of businesses with a
turnover of more than 500 million euros do so (see
Figure 4).

Figure 4: Business families with DOC funding, by turnover class
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We assume that, with increasing business size, the
strong professionalisation of the shareholder family
results — among other reasons — from the need to
be able to represent the “family will" adequately in
management and control bodies vis-a-vis non-family
managers. Given these results, we expect ownership
competence and DOC to continue increasing in impor-
tance in the future as the number of family members
actively involved in the firm tends to decline, especially
in very large family businesses.

Despite its critical importance for success, about
one-third of the respondents have still not found a sys-
tematic approach to ownership competence and its
development. These firms tend to be smaller busi-
nesses in terms of turnover. Interestingly, this group
includes a relatively large number of business families
with just two shareholders (19%). We assume that the
business families involved here, in contrast to those in

13.9%

10.4%

2.1%

— 18.1%

16.0%

— 10.4%
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larger firms, have not yet comprehensively recognised
the relevance of their shareholders’ professional de-
velopment or tend to focus on management tasks.
Our observations in practical settings indicate that, in
these cases, it is assumed that the business will be
managed by a family member in the future. In these
instances, the importance of non-managing family
shareholders is likely to be considered low.

The majority of companies dedicated to targeted
DOC have been involved in this area for some time.
Only about one in eight (13%) say they have imple-
mented systematic qualification measures within the
last three years, while 10% have had relevant pro-
grammes for four to five years, and a further 18% for
six to ten years. Finally, one-third of respondents have
been systematically developing ownership competence
for more than ten years (see Figure 5).

13.2% B <3years
B 4-5years
B 6-10years
B 11-20years
B 21-50 years
B >50years

Don’t know

[ Not specified

16.0%

Figure 5: Timing of implementation of targeted measures to develop ownership competence
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2.3.3 | WHY IS OWNERSHIP COMPETENCE
DEVELOPED - OR NOT (YET)?

The majority of participants cited an upcoming suc-
cession or generational change in their family busi-
ness as the trigger for the systematic promotion of
measures for DOC. Other reasons include conflicts
within the shareholder circle/family, the creation of a
family constitution (also known as a family charter,
code or statute), the death of a (leading) member of
the shareholder family or the withdrawal of key older
individuals, the establishment and transfer of the busi-
ness to a family foundation, and participation in net-
working and exchange formats with other business
families — for example, within the framework of the
WIFU Foundation’s Family Business Forum, in execu-
tive education programmes for family shareholders or

1.6%

21.9%

17.2%

congresses for family businesses. The introduction of
DOC programmes goes hand in hand with current or
imminent fundamental change processes.

Business families that do not, or do not yet, address
the systematic qualification of family shareholders
name a variety of reasons for this. As Figure 6 shows,
a significant number of the families surveyed consider
their shareholder group to be too small (22%) or see
the lack of a responsible person (20%) as the reason
for not implementing qualification measures. Other
reasons given were no need (17%), a lack of consen-
sus within the shareholder group (16%) and insuffi-
cient resources (2%). Some participants attribute their
decision to a lack of interest, a lack of awareness on
the part of key actors or an overestimation of the im-
portance of the topic among shareholders.

15.6% I No consensus among shareholders
[ Too small a circle of shareholders
B Lack of resources
[ Lack of a person responsible for
the topic
— 21.6% B Not necessary so far
Il Other reasons
Not specified
1.6%
20.3%

Figure 6: Reasons for refraining from systematic DOC
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Of all the businesses that do not consider the sys-
tematic development of ownership competence to
be necessary yet, those with an annual turnover of up
to 25 million euros represent the largest share (40%).
We assume here, as explained above, that the focus in
these business families is on participation in the firm's
managing positions and that shares are primarily
transferred to those family members who take on
a (co-)managing task. A separate structure of non-
managing shareholders is rarely found in these firms,
often due to low expectations of dividend payments.

Families with no more than two shareholders con-
sider this small shareholder group to be an obstacle
to the implementation of DOC measures (50%). One
reason for this may be that the degree of self-organi-
sation needed as a business family tends to be lower
among small numbers of shareholders, and this is an
obstacle to the systematic use of family governance
mechanisms, including DOC programmes.?® Most of
the participants who attribute the lack of relevant pro-
grammes to the small size of the shareholder circle
had an annual turnover of up to 25 million euros in
2020 (29%).

Those families with a very small number of share-
holders see “no consensus among the shareholders”
as a particular reason for not implementing develop-
ment programmes to promote professionalism: 30%
of the respondents in question have only three family
shareholders. The same proportion has a formulated
(in some cases not yet finalised) or informal family
strategy. This relatively low percentage suggests a
disproportionately high degree of scepticism towards
family strategy measures in these shareholder groups.
Here, too, we assume that the entrepreneurial task is
focused primarily on the management of the business;

thus, the shareholder role is not addressed separately
as an independent entity.

The majority of business families that name the lack
of a responsible person as the reason for their decision
not to pursue DOC have only four or five shareholders
(46%). Here, too, it seems reasonable to assume that
the shareholder role tends to take a back seat in light
of the small size of the shareholder group, and that
attention is primarily focused on management tasks.

The results indicate that in smaller family busines-
ses, or those in which the shareholder circle compri-
ses only a few people, the systematic development of
ownership competence is essentially dependent on
the personal attitude of the shareholder family’s lea-
ding member(s). These members are usually comple-
tely absorbed with the steering and management of
the business and see the targeted professionalism of
non-managing co-shareholders as unnecessary in a
creative period, and sometimes even counterproduc-
tive. Frequently, this baseline attitude only changes
when insufficient interest or a lack of skills in the suc-
ceeding generation becomes evident in the course of
succession planning, and then the firm must either be
sold, or its management placed in the hands of top
executives from outside the family. Only in a situation
like this does the realisation crystallise — usually under
pressure of time — that the shareholder role requires
certain competencies to be exercised meaningfully.
The changes in the mental model of the business
family that take place during this process are often
associated with a substantial shift in the willingness to
undertake training and further education.

Essentially, it can be assumed that the attitude with-
in the family to learning and the systematic develop-

2 This assumption further confirms a statement by one respondent: “small shareholder circle and yet no entrenched system [for the systemic promotion of DOC;

author’s notes.]”
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ment of ownership competence is decisively shaped
by the head of the family. Learning heuristics up to this
point tend not to follow a strategically based pro-
cedure but, rather, a demand-driven “family” pattern of
action — in which family members seek information
only in case of need.

In our opinion, this logic is incompatible with the
standards of professionalism in a business family,
because it impedes the emergence of ownership com-
petence circles. Against this background, reflection on
the fundamental attitude of a business family to its
standards of competencies and professionalism as
owners is a key component of any family strategy.

Continuing education organised

by the family (e.g. family academy, 68.8%

workshops for the family, etc.)

Learning by doing, internships and
summer jobs (or similar)

Participation in further education programmes

financed by the family (e.g. open seminars, 67.4%

training courses, special courses of study, etc.)

Family-funded exchange among like-minded

people (e.g. participation in conferences 64.6%

for family businesses, etc.)

Access to external counselling services
(e.g. coaching, mentoring)

68.1%

45.8%

2.3.4 | HOW IS OWNERSHIP
COMPETENCE DEVELOPED?

Of the business families surveyed, 69% currently offer
- or will in future — offer self-organised further educa-
tion programmes to impart skills. These include family
academies and workshops. Similarly popular are work
offers from members’ own firms, for example, intern-
ships and summer jobs (68%), as well as external con-
tinuing education offers (e.g. open seminars, training
courses or special courses of study (67%)). Only slightly
less frequently promoted is exchange among peers
(65%), and 46% of the families surveyed state that they
make use of external counselling offers. The following
figure visualises the results.

Figure 7: DOC measures offered by families (already implemented or planned)
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Figure 8 illustrates personal involvement in DOC. For
example, the majority of family members surveyed
have attended (or plan to attend) events specifically
aimed at members of business families (83%). Sys-
tematic exchange with other family businesses (74%)

Attending professional events and

. o 2.6 %
conferences for business families 82.6%

Systematic exchange with other

family businesses 73.6%

Targeted review of specialist literaturer (WA

Specific courses/workshops
(e.g. courses on accounting, marketing, 58.3%
conflict management)

Advanced Executive Master or

Master's degree course 34.7%

No measures implemented or planned | 0.7%

and the targeted study of specialist literature (67%)
also rank highly, while 58% intend to attend specific
courses and workshops. Around one in three has com-
pleted an executive master’s or a master's degree
course or would like to do so (35%).

Figure 8: Personal DOC measures (already implemented or planned)

26



2 | PROBLEM DEFINITION, OBJECTIVES, METHODOLOGICAL APPROACH AND RESULTS OF THE STUDY

2.3.5 | WHAT CONTENT IS TAUGHT
IN AN OWNERSHIP COMPETENCE
DEVELOPMENT?

In terms of content, the measures to develop owner-
ship competence focus primarily on business manage-
ment topics: management and strategy (78%), leader-
ship and organisation (56%) and balance sheet analysis
(55%) top the list of respondents’ preferences. In
mid-table, alongside other business-related topics, are
topics related to psychology and family dynamics,
such as communication (51%) and conflict manage-
ment (49%). Legal topics such as corporate and tax
law (44%) as well as inheritance law (43%) are also
regularly considered.
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Figure 9: DOC in business families

A comparison with our earlier DOC study from 2012
reveals some striking shifts. At that time, the top five
ranked topics were all related to business adminis-
tration: management and strategy (82%), market and
industry knowledge (75%), leadership and organisation
(66%), investment and financing (64%) and balance
sheet analysis (63%). Although ownership competence
continues to be concerned primarily with classic busi-
ness administration topics, psychological and legal
topics are increasingly becoming part of the family-
internal continuing education programmes. The “sub-
ject rankings” from both surveys are shown in Figure
10 and Figure 11.




2 | PROBLEM DEFINITION, OBJECTIVES, METHODOLOGICAL APPROACH AND RESULTS OF THE STUDY

Management and strategy 77.8%
Leadership and organisation 55.6%
Balance sheet analysis 54.9%
Communication 51.4%

Conflict management 48.6 %
Sustainability 45.8%

Market and industry knowledge 45.1%
“Business knowledge” 44.4%
Corporate/Tax Law 44.4%

Family dynamics 43.8%

Investment and financing 43.1%
Inheritance law 43.1%

Knowledge of wealth management 40.3%
Overarching knowledge of the
interrelationship between the family 37.5%
business and the business family

Marketing and public relations 27.8%

General digitalisation dynamics 27.8%

Marriage and family law 25.0%

Psychological topics

Legal topics

Business management topics
Other

Multiple answers were allowed.

Figure 10: Thematic orientation of DOC (2021)
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Management and strategy

Market and industry knowledge

Leadership and organisation

Investment and financing

Balance sheet analysis

Communication

Inheritance law

Corporate and tax law

Marketing and public relations

Conflict management

Wealth management

Family and business relationship

Family dynamics

Marriage and family law

Other knowledge

81.5%

74.5%

66.2%

64.3%

63.1%

54.8%

50.3%

49.7 %

45.2%

45.2%

40.1%

39.5%

35.0%

32.5%

[ ERTA

Psychological topics

Legal topics

Business management topics
Other

Multiple answers were allowed.

Figure 11: Thematic orientation of DOC (2012)

2 See Vopel et al. (2013).
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The continuing dominance of business management
specialisations is not unproblematic, since conflicts in
business families are rooted less often in factual or
business management areas than family-related
aspects (for example, over the expectation of equal
treatment of all children).?? As a rule, misunderstand-
ings arise over the assessment and evaluation of
decisions regarding, for example, the transfer of
shares to the next generation or competency assess-
ments of family members. Family expectations often
collide with business development requirements. In-
sufficient knowledge of the various roles that mem-
bers of a business family may hold frequently leads to
misunderstandings, which have a negative impact on
the relationships between family members. In practice,
we often see that, due to a lack of knowledge of typical
conflict dynamics in business families or a lack of
professionalism in managing conflict, escalations
arise that later threaten the existence of the family
business.

2.3.6 | HOW MUCH TIME IS INVESTED
IN OWNERSHIP COMPETENCE
DEVELOPMENT?

The amount of time (and other resources, such as
money) invested in the development of ownership
competence indicates the importance attached to it
and the degree of organisation or professionalisation
of the family. In the present study, we wanted to know
from the participants the time budget allocated to
DOC and how this is resourced. In practice, we have
repeatedly found that the financial resources available
for ownership competence are rarely insufficient.®
Rather, such programmes stand or fall with the willing-
ness of each family member to “sacrifice” time for
DOC, and time is thus a pivotal factor in the success or
failure of any effort to develop ownership competence.

2 See Vopel et al. (2013).

The results shown below confirm alarming feedback
already heard from family representatives of business
families during various events, such as workshops and
working groups, in recent years: The willingness to
invest personal time as a shareholder or member of a
business family for the development and expansion
of specific skills and knowledge is classified as “very
limited”.

As shown in Figure 12, of the 69% of business fami-
lies who specifically promote DOC, only one-third are
willing to spend more than five days per year on such
training. Just half of these families (16%) invest more
than eight days in DOC. Of the two-thirds who invest no
more than five days, around one third (34%) invest only
one to three days.

We take a critical stance on these results, as only
one-third of the participating business families who
conduct relevant training dedicate over half a day per
month to such skills development. Measured against
the challenges that family businesses currently face
and will face in the future, and the visible dynamics in
business families in German-speaking countries, it
seems to us that the willingness to learn in practice
is insufficiently pronounced among the majority of
respondents.

% In the context of this study, only 2% of respondents without DOC programmes stated that their decision not to pursue such programmes was due to insufficient

resources. See Section 2.3.3.
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> 11 days per year

> 8-11 days per year 9.0%
> 5-8 days per year 17.4%
> 3-5 days per year 32.6%

1-3 days per year 34.0%

. 6.9%

Figure 12: Time allocated for the development of ownership competence

Following our assessment, the shift in the mental
model towards a controlling family in combination
with an increased number of shareholders leads to a
structural professionalism deficit that may have exis-
tential consequences. Critical voices are already in-
creasing among board members and non-family top
executives, who note knowledge and experience
deficits combined with a reluctance to make personal
time available to compensate for these. In summary, it
can be stated that many of the business families
surveyed recognise the importance of educating and
training their shareholders but are not willing to invest
an appropriate amount of time in this goal, considering

that other commitments take precedence. We consider
this subject to be so fundamental that we encourage
critical dialogue on it in every business family.

When asked about the source of finance to support
the professional development of the shareholder
family/business family, the majority of respondents
(69%) state that DOC is financed from the “family
pot”.?* In almost four out of ten cases, individual share-
holders use private funds (39%). Several participants
state that the family business pays for the costs and
that this then leads to charges on respective loan
accounts.

2 These are mostly separate financial means that are collectively obtained from the tax profits and used for activities benefitting the family community.
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2.4 | IN-DEPTH ANALYSIS:
THE IDEAL VS. REALITY

2.4.1 | TARGET GROUP

Almost all of the business families surveyed (98%)
believe that particularly those family members who
currently have a supervisory function in the firm, or
who will do so in the future, should be involved in
DOC. Only slightly fewer respondents (97%) are of the
opinion that family members who currently hold
management positions in the firm, or who will do so in
the future, or who carry out a committee function for
the family (95%) should be the target of systematic
qualification programmes. A clear majority (73%) is
still in favour of training all family shareholders. One-
third of business families (33%) adopt the broadest
definition of the target group, these families believe
that all family members should undergo qualification
programmes equally, irrespective of whether they hold
a formal role in the business or the family. A compara-
tive look at the DOC study from 2012 indicates that a
considerable change in awareness has taken place
over recent years: in 2012, only 16% of respondents
wanted systematic DOC for all family members.?

% See Vopel et al. (2013), page 28-30.

A comparison of the ideals outlined above (and listed
below as comparative values) with practice reveals
significant discrepancies between desire and reality:
notably concerning family members who currently or
in the future i) perform a supervisory function in the
firm, ii) hold a management position in the firm or iii)
perform a committee function.

Family members with a supervisory function in the
business are involved in DOC in 63% of cases (com-
parative value: 98%). For those with no supervisory
function but with a management function, the corre-
sponding proportion is only 57% (comparative value:
97%); for family members with a committee function,
the proportion, in reality, is 61% (comparative value:
95%). All three groups of people are, therefore, tar-
geted far less often than desired by the participants. If,
on the other hand, we look at the business family as a
whole and the family shareholders as a sub-group,
there are comparatively few shifts: 31% of business
families considered include all family members in
systematic DOC measures (comparative value: 33%),
family members with shareholder status are addressed
in 70% of cases (comparative value: 73%). Figure 13
shows the results in graphical form.
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All family shareholders (owners),
even if they have no formal role
in the firm or in the family

Individuals who currently perform or will
perform a supervisory function in the firm
(e.g. on a supervisory board)

Individuals who currently perform or will
perform a committee function for the family
(e.g. on a family council or family board)

Individuals who currently hold or will hold
a management position in the firm

All family members, even those with no
formal role in the business or family

70.1%
73.0%

63.2%
98.0%

61.1%
94.6 %

56.9%
97.1%

31.3%
32.8%

[l Actual state of affairs*
[ Ideal-typical state**

*

Multiple answers were allowed.
** The percentages shown take into account the data
“tend to agree” and “fully agree”.

Figure 13: Target groups for DOC measures — ideal vs. reality
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2.4.2 | PROFESSIONAL PROFILES
AND EXPECTATIONS ACCORDING TO
FUNCTIONS AND ROLES

When asked about expected competencies, a com-
plex picture emerges: almost all family representatives
believe that entrepreneurial competence is primarily
relevant for shareholders actively involved in the busi-
ness. Thus, 92% of respondents consider market and
industry knowledge to be the most important compe-
tency for managing shareholders, closely followed
by business management competencies (91%), digita-
lisation competencies (90%), entrepreneurial instinct
(89%) and management and leadership competencies
(89%). For individual competence, only three elements
have similar support: self-management (92%), dynam-
ic thinking (89%) and effective communication tech-
niques (88%). Family competence, on the other hand,
plays less of a role for this family group, with values
reaching a maximum of 71% (for family and business
history).

When, however, we asked about desirable areas of
professionalism for non-managing shareholders, we
saw considerable shifts, influenced significantly by
whether the actors in question belong to a supervisory
or family body or have any other role. The members of
a supervisory board tend to be expected to have more
entrepreneurial skills (most frequent mentions: busi-
ness skills (90%) and entrepreneurial instinct (82%)),

while members of a family board should, according to
the respondents, be better equipped with family skills
(most frequent mentions: family and business history
(94%), family governance (93%) and family dynamics
(93%)). In addition to entrepreneurial competence,
shareholders with a role on the supervisory board are
also expected to have strong individual competence:
three of the four key competencies in this field are
considered relevant by more than 80% of respondents.
In the view of an overwhelming majority (90%), share-
holders with a role on a family board should have one
individual competence above all: knowledge of conflict
management. Figure 14 shows the results in detail.

It is striking, but not entirely surprising, that expecta-
tions of shareholders with no formal role are compara-
tively low across all areas of professionalism. Many
respondents believe that such actors need no signifi-
cant entrepreneurial, individual, or family competence
to adequately exercise their role as owners. However,
this position fails to take into account the resulting
lack of potentially professional shareholders for future
tasks and roles. Further, it does not recognise that
insufficient knowledge or a lack of skills can lead to
destructive dynamics in critical decision-making situa-
tions among the entire shareholder group. Particularly
in the case of large shareholder groups, care must be
taken to avoid a substantial “competency gap” be-
tween officeholders and other shareholders.
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Business skills (e.g. management,
investment and financing)

Steering and leadership skills
(e.g. management/leadership/
moderation skills)

Tax/legal competencies

(e.g. knowledge of business law,
law of succession)
Entrepreneurial instinct

(e.g. the ability to identify business
opportunities)

Market and industry knowledge

Digitisation competency

Knowledge of family governance
(How do we manage our family and
its relationship with the business?)

General knowledge of
family dynamics

Knowledge of social/
group dynamic processes

Knowledge of the family and
business history

Dynamic thinking
(growth mindset)

Self-management

Knowledge of effective
communication

Knowledge of conflict
management

17.3%
52.9%
90.4%
90.9 %

56.7%
79.8%
88.5%

22.6%
57.2%
75.5%
70.7 %

13.5%
45.7

81.7%
89.4%

12.0%,
33.2%
78.8

91.8%

12.5%
27.4%

89.9
38.5%
92.8%

76.9%
62.0 %

45.2%
92.8

68.8%
55.8%

37.5%
88.9%
76.0%
67.8%

53.4%
93.8%
75.5%
71.2%

15.4%
58.7%
80.8%
88.9%

29.8%
60.6%
70.2%
91.8%

31.7%
78.8%
87.0%
88.0%

34.6%
89.9%
92.3%
81.7%

B No formal role
B Family panel

g 0

=)

o o

o° ° B w
2

B Supervisory Board
[ Operational role

Entrepreneurial
competences

| Family
competences

Individual
competences

Figure 14: The ideal competencies of members with shareholder status, depending on role
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2.4.3 | INDIVIDUALS RESPONSIBLE
FOR THE DEVELOPMENT OF OWNERSHIP
COMPETENCE

To “locate” the responsibility for implementing DOC
measures, the survey asked about those responsible
for the systematic development of relevant areas of
professionalism within the business family. In addi-
tion, it asked the respondents what they considered
to be the ideal situation. On the one hand, we aim to
clarify to what extent certain family members and
organisational units within the firm have responsibility
for such measures. On the other, it is important to
identify possible shifts in the future regarding the
discrepancy between the actual and the ideal-typical
target states.

Figure 15 shows that 27% of respondents leave the
development of ownership competence to a family
governance body. A comparison with the ideal-typical

Family governance body 27.3%

(e.g. family council, special committee
of the family) 61.0%

Individuals, i.e. each shareholder (CaSad
for him/herself 151%

Operationally active family member(s) Cadkda
(e.g. executive board, management) 10.2%

Third parties external to the firm . 4.4%
(e.g. external experts, consultants) 7.8%
Organisational unit of the firm .3.4%
(e.g. human resources department,
committee of the supervisory board)  §&&

state shows a significant gap between expectation
and reality: a clear majority (61%) believe that DOC
should be the responsibility of a family governance
body, but 23% of those surveyed currently leave the
development and expansion of professionalism to the
individual shareholders themselves, while only just
under one in seven (15%) think that this is how it
should be. More than one-quarter of the business
families surveyed (27%) entrust managing family
members — such as members of the executive board
or management — with DOC within the shareholder
circle but only one in ten considers this to be the ideal
situation. Third parties outside the firm (4%) and orga-
nisational units of the firm (3%) are rarely entrusted
with professionalism-building measures in practice,
and only about one in 13 respondents think that such
responsibilities are in safe hands with these two
groups. There is clearly a need for action here: these
results reflect a largely inadequate “organisation” of
these tasks within the participating business families.

B Actual state

B Ideal-typical state

Figure 15: Those responsible for DOC - ideal vs. reality
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2.4.4 | THE IMPORTANCE OF FAMILY
COHESION FOR OWNERSHIP
COMPETENCE DEVELOPMENT AND
FAMILY GOVERNANCE

A more in-depth analysis of the survey results?®
reveals a close connection between the strength of the
family bond and the time that the respective business
family invests in DOC: closely-knit families invest more
time in skills development than those that do not
describe themselves as united. However, the origin of
the correlation remains unclear: are families with a
strong family bond willing to invest more time in
building ownership competence, or does the greater
time investment lead to stronger family cohesion? Per-
haps there is also a reciprocal effect here? We believe
that it would be worthwhile not only to critically reflect
on this connection in business families but also to
examine it within the framework of a long-term study.

We also found a relationship between the strength
of family cohesion and the extent of the family gover-
nance measures (e.g. fully formulated family strategy,
employment policy criteria for family members) that
the family implements for organisational purposes. It

also seems to hold true that the family’s progress in
implementing family governance grows with stronger
bonds between family members. Again, we cannot
determine the causation here: it is unclear whether
stronger family cohesion leads to greater family gover-
nance or whether increased efforts in the development
and implementation of family governance strengthen
family cohesion.

Finally, as the number of generations in family owner-
ship increases, so does the range of DOC measures
used by the business family: for example, in addition
to internal (family-organised) training, older business
families are increasingly using external approaches to
DOC, participating, for example, in conferences and
events specifically for business families. This opens a
wider range of learning and development opportu-
nities for family members and is likely to significantly
increase the proportion of qualified associates.

These findings from the in-depth analysis suggest
interesting avenues for family dialogue in practice as
well as further research projects in academia - for
example around the interplay between family cohe-
sion, DOC and family governance.

% Further data analysis was conducted using exploratory factor analysis (SPSS) and structural equation modelling (PLS-SEM). To measure family cohesion, we used
the scale established by Zahra (2012), which measures the degree of family cohesion through the following dimensions: members of the family (1) support one
another; (2) are proud of being part of the family; (3) depend on each other; (4) are not engaged in dysfunctional conflicts; (5) stick together in difficult times;

(6) care deeply about one another; (7) would do almost anything to remain together; (8) work closely together to accomplish family goals.
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2.5 | STARTING POINTS FOR IMPROVED
OWNERSHIP COMPETENCE DEVELOPMENT
IN THE BUSINESS FAMILY

ome of the respondents have very specific
S ideas about what needs to be done to advance
DOC in their own families. In response to the
question “What could be done better in your family
with regard to DOC?” many ideas and suggestions

emerged, which can essentially be summarised as
follows:

© Move away from an erratic to a systematic ap-
proach to DOC;

© Formulate defined training and development goals
and a programme based on these;

© Improve communication about the purpose and
background of DOC; measures should not appear
as orders “from above”;

© Increase time commitment and frequency (e.g. in
terms of training offers) and require a greater com-
mitment from all stakeholders.

These statements show clearly that business fami-
lies would like to see a more systematic approach to
DOC. On the one hand, this requires an open and col-
laborative dialogue within the shareholder group to
clarify the expectations and willingness of individual
shareholders around participation in DOC activities.
On the other hand, everyone must agree on the compe-
tencies expected in certain roles — both in the firm and

within the family. Here, it can be helpful to talk to non-
family managers and supervisory board members to
find out more about the missing competencies. On this
basis, constructive discussions can be held between
family representatives on the board and members of
the business family on a level playing field, thus laying
the foundations for tailor-made programmes that use
internal and external offers to build up ownership
competence in a targeted manner and close existing
competency gaps.

However, a coherent programme alone cannot
achieve results — the devil is in the implementation. It
is essential to establish clear relationships in terms of
responsibility for the implementation of DOC. Ideally,
there should be a family governance body whose ex-
plicit task is the conception, execution, participation in
and quality control of DOC activities. The danger is too
great that any effort will result in nothing if the family
responsibility for DOC is not clearly defined internally.

And finally, in terms of time commitment and regu-
larity, we see from experience that it is usually impos-
sible to motivate the entire circle of shareholders in
DOC activities. It can take a long time before individual
family members are willing to make use of existing
DOC offers on their own initiative. Thus, it can be help-
ful to understand DOC as an “open invitation” as such
initiatives can hardly be successful in the long run
when implemented under pressure. In this context, it
has proven useful in practice to regularly discuss self-
image as a shareholder within the family. The willing-
ness of the business family to build skills and abilities
in line with this self-image can then be critically evalu-
ated and discussed.



3 | RECOMMENDATIONS FOR ACTION AND OUTLOOK

he shareholders of a family business often

3.1 | PRIORITISE DOC MEASURES
I associate their shareholding with more than
just interest on capital. Rather, they see it as a

form of “borrowed heritage” that they treasure, main-
tain, and continually develop. To fulfil their role as
guardians of this heritage, they need a wide range of
competencies. Only by combining specialised knowl-
edge with the skills and abilities necessary will they be
able to successfully manage and monitor the family
business and maintain the cohesion as well as the
assets of the business family in the long term.?” There-
fore, for business families with a cross-generational
vision, DOC is not optional: it is the family’s respon-

sibility to continually inform, engage and keep the
shareholder circle fit for future steering and manage-

ment tasks while maintaining commitment and deci-
sion-making capacity. Our survey shows, however, that
significant action is still needed regarding the develop-
ment and expansion of ownership competence in
German business families, despite positive develop-
ments since our last survey over ten years ago.

Moreover, many business families surveyed recog-
nise the importance of education and training for their
shareholders but are not willing to invest an appropriate
amount of time in these activities. They see other time
commitments as taking precedence. We consider the
issue to be so fundamental that we encourage every
business family to engage in critical dialogue on it,
based on a catalogue of questions, for example, within
the framework of a family day or following a share-
holders’ meeting.

© How important is DOC to our family? What have we done so far to respond to this importance?

© What resources (time, money, emotions) do we use to systematically build and maintain ownership

competence? What stands in the way of these efforts?

© How do we ensure that family members with leading roles in the firm or family can perform them

successfully?

© How professional do we consider our managing and non-managing shareholders to be? How

professional, in terms of the business and the family, are our non-shareholder family members?

77 See Riisen (2022) as well as Riisen (2020); Astrachan et al. (2020).
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3.2 | APPOINT ADOC CHAMPION

ystematic DOC is particularly successful when
S a “DOC champion” has been appointed within

the family, or the family has a family governance
body such as a “training committee” composed of one
or more members of the family council. This person or
group is then explicitly entrusted with the conception
and implementation of the DOC programme.

Our survey highlights substantial differences be-
tween the ideal and reality: although the majority of
respondents (71%) would like to see DOC placed with
a family governance body, in reality individual share-
holders (23%) or managing family members (27%)
take on this task. This shows that in many business

© Who is responsible for DOC?
© Can the person in question live up to this task?

© What alternatives do we have?

families DOC is not prioritised; it is left to the individual
or “imposed” on a family member (in addition to their
management tasks), which means that the individual
in question is unlikely to give it the necessary attention.
This also explains why so many of the interviewees
consider their own firm’'s DOC efforts to be unsystem-
atic, or even erratic: there is a lack of strategy, clear
objectives and, above all, resources (especially time)
to implement DOC holistically. As a result, DOC often
remains a marginal project that consumes resources
with no lasting positive effect.

Business families should make the effort to identify
a person or group willing and adequately resourced to
devote in-depth attention to the design and implemen-
tation of the DOC programme - it is a strategic task
that needs appropriate attention.



3.3 | LEVERAGE THE PROCESS

top-down controlled process is efficient and
A can be successful — but it is hardly to be re-

commended for DOC. In this context, it is im-
portant to know what excites the group of shareholders,
and this requires giving the individual shareholders a
voice in the process. This may delay the process, but it
ensures their consent is secured in advance and does
not have to be laboriously obtained afterwards. What
does a collaborative DOC process look like?

1. Determine the status quo: clarify whether, and if so
in what form, DOC is practised systematically and in
a structured way in your organisation. Are there
already targeted DOC measures, or is the content
opportunistically driven?

2. Initiate a discussion on DOC: invite the shareholder
circle to an open discussion. What is of interest?
Where are the gaps? What time commitment are
individuals willing to make? Who should have access
to which services?

3. Determine the target group: As has already been
shown, this depends very much on the family’s un-
derstanding of who is considered a family member.
The authors know from experience that an inclusive
approach is most beneficial for the majority of fami-
lies, which is why we suggest that the plan ideally
include all family members - regardless of whether
they own shares or not (i.e. including spouses
and partners of shareholders as well as minors, for

3 | RECOMMENDATIONS FOR ACTION AND OUTLOOK

example). This creates trust within the family circle.
Moreover, no educational investment within a family
community brings negative “returns”.

. Design the programme and create professional pro-

files: The individual(s) in charge of programme
development create(s) a DOC programme based on
previous experience, and feedback from corporate
and family governance bodies and the shareholder
group. Ideally, the programme will combine topics
from all professional dimensions, not only classic
business topics around strategy, management and
financing, and a developed proposal will be pres-
ented to the shareholder group to obtain further
feedback. In addition, the DOC programme should
be differentiated according to individual roles in the
shareholder group or firm (professional profiles).
The content-related requirements to develop the
skills and abilities of a non-managing family mem-
ber are essentially different from those of a share-
holder with management responsibility. Again, other
requirements arise if, for example, a committee
function - such as on the supervisory board - is
performed as part of the shareholder role. Members
of a family body — such as a family council - must
focus on yet other aspects.

. Formalise DOC: Ensure that DOC becomes a sys-

tematic part of the family management of the busi-
ness family and is thus organised and structured.
Ideally, DOC should be included in family strategy
considerations and firmly anchored in the written
family strategy.

© How do we ensure that our shareholder group has a voice in the DOC process?

© How do we integrate DOC into the existing family governance?
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3.4 | DON'T REINVENT THE WHEEL -

ot every business family is able to set up its

AND DON'T OVEREXTEND YOURSELF!
N own Family Academy — nor is this necessary.
The results of the study indicate that the pro-
portion of business families that design a customised
DOC programme will continue to increase; however,
this does not necessarily have to be done in-house.
The range of corresponding high-quality education and
training programmes has become noticeably more
comprehensive in recent years, with a significant in-
crease in specific training offers. In the German-
speaking world, for example, universities that address
the topic of “family entrepreneurship” offer targeted
education and training programmes for members of
business families.?® Private banks specialising in
family businesses, law firms, tax consultancies and
other advisory professionals have additional training
services available for their clients. In addition, a

variety of new digital and face-to-face formats is
offered by established networks and associations for

family businesses that aim to promote the skills of
their members.

Thus, DOC for business families should not fail due
to a lack of available training. We hope that family
businesses will make greater use of suitable external
offers.

Finally, take sufficient time to build professionalism.
It is hardly possible to teach current or potential share-
holders within a few days all the skills they need to
successfully exercise their ownership function and
their rights and duties within the business family. DOC
is the basis for the future set of skills and abilities that
will lead the family business into the future. According-
ly, ensure there is sufficient basic motivation among
members of the business family to invest time in
appropriate measures. The following statement by a
family entrepreneur in a WIFU working group may point
the way here: “If our shareholders spent ten percent
of their time used for private hobbies on training share-
holder skills, we would certainly be one of the best family
businesses on this planet.”

© Which competencies can we best teach internally, and for which do we need external support?

© What can we learn from other firms in our network in relation to DOC?

© How do we ensure that our DOC programme inspires our shareholders instead of overwhelming

them? How do we stay in dialogue?

% This includes among others the WIFU at Witten/Herdecke University, the WHU - Otto Beisheim School of Management, the Zeppelin University (ZU), the University

of St. Gallen, the Lucerne University of Applied Sciences and Art, and more.



3.5| OUTLOOK

OC is an investment in the future of the busi-
D ness family and the individual shareholder.
Through targeted DOC, shareholders are en-
abled to understand decisions, make good decisions
and thereby be a part of the decision-making process.
This builds trust and strengthens cohesion - two of

the most important prerequisites for long-lasting busi-
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ness families. Share this study with the members of
your business family and initiate an appropriate dis-
cussion. Even if you have been running DOC for many
years, there are usually still meaningful opportunities
for adaptation or improvement. Today more than ever,
this is a particularly fruitful topic given the explosion of
virtual learning and training platforms.

We wish all business families the best in training and
developing the skills of their members!
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4 | ANNEX

4.1 | DATA COLLECTION AND
SAMPLE CHARACTERISTICS

his study on DOC is based on a nationwide sur-
I vey of members of business families from the
WIFU network. A total of 218 families were
recruited to participate, and the survey covered the
period from July to October 2021. The questionnaire
was made available to potential participants as a digi-
tal online version. Most of the questions were optional;
only in a few cases were mandatory questions used.
Since some participants took the option to skip certain
questions, the evaluation results are partly based on
response numbers of less than 218.

6.9%

In the first and second parts of the questionnaire,
participants were asked about the topic of ownership
competence and its development among family mem-
bers. The third part requested information about the
individual, the business and the family. The hetero-
geneous group of participants represents a wide range
of legal forms, sectors, sizes and turnover on the busi-
ness side and a considerable variance on the family
side with regard to the lifespan of the business family,
the size of the shareholder group and the type of fami-
ly involvement in the business. Figure 16 shows that
the GmbH & Co. KG (40%) and the GmbH (22%) are the
dominant legal forms among the family businesses
surveyed.

6.9%

6.4%

8.7%
B AG

5.5% B SsE

3.7% B KgaA
B GmbH
B GmbH & Co. KG
B KG

— 21.6% Other

[ Not specified

40.4%

Figure 16: Legal form of family businesses
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Just under one in four family businesses in our all represented by 10% to 16% of the sample, indicating
sample has generated an annual turnover of over one  that companies of very different sizes are covered
billion euros in 2020. The other turnover categories are  (see Figure 17).

5.4% 10.8%
I up to EUR 25 million
[ EUR 25 to 50 million
9.9% I EUR 50 to 100 million
24.1% [ EUR 100 to 250 million
B EUR 250 to 500 million
 113% B EUR 500 to 1,000 million
over one billion euros
[ Not specified
11.3%
15.8%

Reference year: 2020

11.3%

Figure 17: Turnover classes of family businesses
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By far the most represented sector is industrial
production (43%), followed by the consumer goods in-
dustry (11%) and the automotive industry (9%). Figure
18 shows these and other industry shares.

Industrial production 42.6%

Consumer goods
Automotive industry
Wholesale and retail

Health & Pharmaceutical 4.5%

Finance and services . 3.5%
Technology, Media, Communication . 3.0%
Transport and logistics . 2.5%

Other 14.9%

Figure 18: Industry affiliation of family businesses
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As shown in Figure 19, most of the family busi- at least 40 years old (see Figure 20). The oldest busi-
nesses in our sample are in the third, fourth or fifth  ness was founded in 1447, and the newest in 2018.
generation of family ownership (57%); the majority are

> 10th generation . 1.4%
9th generation . 2.3%
8th generation . 1.4%
7th generation 3.7%
6th generation 5.5%
5th generation 16.1%
4th generation 17.9%
3rd generation 22.9%
2nd generation 14.7 %

1st generation 6.9%

o |

Not specified 7.3%

Figure 19: Age of family businesses by generation of owners
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9.2% 2.8%
8.7%

11.9%
— 21.6%

21.6%
24.3%

Figure 20: Age of family businesses by year of foundation

< 20 years
20-39 years
40-74 years
75-119 years
120-170 years
> 170 years

Not specified
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As can be seen in Figure 21, the majority of respon-  and very large shareholder circles with more than 50
dents (56%) have two to ten shareholders in the busi- members are about equally represented, with 7% and
ness family. Larger shareholder circles with 11 to 50 6% respectively.

members form 23% of the sample. Individual owners

8.7% 7.3%
5.5%
22.9%
55.5%

Figure 21: Number of family shareholders in the business family

Sole proprietor
2-10 shareholders
11-50 shareholders
> 50 shareholders

No valid indication
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Approximately one-third of the respondents come of participants belonging to families with more than
from comparatively small families with up to ten 50 members (see Figure 22). Following the definition
members. Just over 40% come from business families  of Kleve et al. (2018), the latter group is comprised of
comprising 11 to 50 people and are proportionally the  business families of the “extended family” type.

most strongly represented in the sample, with just 12%

16.5%
29.8%

4.6%

7.8%
41.3%

Figure 22: Size of business families by number of members

50

1t0 10
11 to 50
51 to 100
>100

No valid indication



Figure 23 shows that more than half of participants
(57%) come from the top management level; about
one-quarter are members of a family committee (26%)
and/or a shareholder committee (24%) and just under
one-third are members of a business committee (30%).
The participants thus represent not only the perspec-

Member of the top management level

(managing director, board of directors) S

Member of a corporate body
(control and advisory bodies, 30.3%
supervisory board)

Member of a family body (e.g. family 25.59%
council, shareholders’ committee) -~
Member of a shareholders’ body

(e.g. shareholders’ committee) 23.6%

No formal role/function 8.7%

Working in the family business

(without a management function) e

Member of the management organisation .4.8%

(middle management)

4| ANNEX

tive of managing shareholders, who usually have sig-
nificant influence within the business family, but also
those shareholders of the business family who are not
involved in the day-to-day business of the firm and
thus have a different perspective.

Multiple answers were allowed.

Figure 23: Roles/functions of interviewed members of the business family
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With regard to the role of the family in decision-
making, it is apparent that a majority of respondents
prefer strong family involvement. For example, just
under one in three respondents state that the super-
visory and control bodies in the family business are
primarily staffed with members of the family, and in
almost two-thirds of the business families surveyed,
non-family executives and committee members are
appointed by family members. In almost 80% of the
cases considered, members of the business family
exercise control over strategic decisions, and 43%
state that at least one family member should always
be part of the management team. These figures under-
line the enormous importance of systematic DOC: if
the family is to play a leading role in strategic goal-
setting and decision-making, it is pivotal that the mem-
bers entrusted with this task are also able to make
professional decisions.

“In our family business, the members
of the business family have control R84
over strategic decisions.”

“In our family business, non-family
managers and board members are 15.9%
appointed by the business family.”

“We, the family, run the business.
At least one of us always has to be part
of the management team!”

“In our family business, supervisory/
control bodies are mainly made up of
members of the business family.”

41.7%

Other features of the sample:

© The participants are predominantly male and middle-
aged: 69% male, 27% female (3% did not specify);
the average age of the respondents was 52 years
(range 20-88 years).

© Family-owned business shares: One-quarter of busi-
ness families hold less than 100% of the business
shares; the remaining 75% hold all shares.

© Size of workforce: The participating businesses
employ an average of 5,552 employees (full-time
equivalent) with a range from three to 60,000 em-
ployees.

78.2%

65.7%

41.6% 42.6 %

34.2%

[l disagree (rather)
partly/partly
B agree (rather)

Multiple answers were allowed.

Figure 24: Respondents’ statements on decisions, roles and functions in the family and in the business



4.2 | DEFINITIONS OF TERMS

4.2.1 | FAMILY BUSINESS

According to the WIFU definition, a family business
is always referred to as a family business when it is
different from other types of business in that:?*

© it is wholly or partly owned by one or more families
or family groups;

© the owning families decisively determine the
development of the firm and have entrepreneurial
responsibility;

© this responsibility is exercised either through a
management or supervisory function or both;

© within the family, it is planned to pass the business
on to the next generation.

Thus, the “transgenerational moment” mentioned in
the last point is essential for family businesses; in
contrast, the legal form and size of the business are
immaterial except that start-ups or owner-managed
businesses are not (yet) family businesses in this sense.

4.2.2 | BUSINESS FAMILY

Analogous to the understanding of family busi-
nesses, we speak of a business family in the following
instances:*°

2 WIFU (2022a).
% WIFU (2022d).
% WIFU (2022b).

4| ANNEX

© a group of people in a kinship relationship whose
development is shaped by a firm or association of
firms owned by one or more family member(s)

© this group - or parts of it — is concerned with the
question of how this property is passed on within
the family unit.

The form of solution found in each case (tribal asso-
ciation, so-called crown prince regulation, extended
family organisation, etc.) is not significant.

4.2.3 | FAMILY BUSINESS GOVERNANCE

In general, governance is understood as the princi-
ples of responsible corporate management. While the
term is used differently in political and economic con-
texts and also in different disciplines, it generally has
to do with the control of complex systems. In eco-
nomic contexts, governance is concerned with the
management of an organisation: one speaks of cor-
porate governance or business governance. The term
family business governance (or family governance)
thus places equal attention on the management of
family and business issues. In family business gov-
ernance, family governance and business governance
are juxtaposed, with the aim to create rules for the
family and its dealings with the business. The family
council/shareholders’ committee and the family office
are seen as central bodies, and conflict management,
family activities, DOC and social commitment as
central instruments.*
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4.2.4| OWNERSHIP COMPETENCE

WIFU defines ownership competence as follows:%2

Ownership competence encompasses all the skills
and abilities of current and potential shareholders of a
family business to successfully exercise their owner-
ship function as well as their rights and duties within
the business family. Furthermore, it is about the ability
to successfully deal with previously unknown situa-
tions in the business and the business family.

According to this definition, the degree of ownership
competence in a business family can be described as
the sum of the existing competency levels of individual
family shareholders as well as their spouses and part-
ners.

4.2.5| OWNERSHIP COMPETENCE
DEVELOPMENT

The regular and systematic training and further
development of the established level of ownership
competence of a business family are defined for
further consideration as follows:%

DOC includes all the measures that members of a
business family take to promote the training and
further education of competencies and to support the

2 WIFU (2022¢).
3 WIFU (2022¢).

acquisition of skills and experience that are useful to
them in their role as shareholders of the shared family
business. Our understanding also includes family
members of the shareholder family who do not (yet)
hold shares in the family business or who take on piv-
otal educational tasks.

4.2.6 | STRATEGIC MATURITY OF A
BUSINESS FAMILY

Following Kane et al. (2018), we understand the
strategic maturity level of a business family as the
extent of self-reflection, communication and collabo-
ration systems that promote decision-making and co-
hesion within the business family. Thus, the maturity
level provides information on the scope, content and
degree of implementation of an implicit or explicit
family strategy as well as the family governance or
(self-)ymanagement of a business family based on it.
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