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I heard about family businesses for the first time almost thirty years ago. During my first 
lecture at an American business school, the professor explained that most businesses in 
the world are owned and operated by families. At that time, I thought that we were talking 
about Vietnamese snack bars and B&B hotels, and I was not interested in this topic. 

When I joined the Department of Entrepreneurship and Family Enterprise at INSEAD,  
I learned a lot of unexpected things about family companies. Being a much older form  
of business organisation than state, public and private enterprises, they create a significant 
share of GDP in all countries where private property is allowed, they represent the wonder 
of sustainability (the oldest companies in Asia, Europe and America are family-owned), 
they create breakthrough innovations and they attract first-class employees. In terms of 
the global economy, the proportion of family businesses is growing, mainly due to the 
development of such companies in China and Southeast Asia.
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Very little is known about family businesses in Russia. Many, and even 
including some owners of family businesses (!), doubt that they exist at all. 
In order to shed some light on the state of the Russian family business, we 
decided to conduct a special survey and interview family business owners 
and managers of family companies from different regions of Russia.  

The research turned out to be much more complicated than expected; 
it was difficult to find family companies (in Russia they are not united in 
any association), it was difficult to persuade owners to give an interview 
and it was difficult to get answers to seemingly simple questions such 
as «Who are the members of your family?», «How are the shares in your 
family company distributed?» and «What assets does your family own?».

It is safe to say that the family business in Russia is not studied enough. 
Therefore, we are glad that we were able to carry out an in-depth study 
of more than 40 family companies and obtain some insights about the 
challenges that family businesses face in Russia and how they are 
overcome. The main conclusions of the research are presented in this 
Talent Equity Newsletter and I do not want to run ahead in my introduction. 
I will share only two findings that have been revelatory to me.

First, a significant number of family company owners in Russia either do 
not consider them to be family companies or do not want the outside world 
to know about it, thereby depriving their business of the most powerful 
competitive advantage that has long been realised by family companies 
in other countries. Second, the majority of business people we interviewed 
perceive only the closest relatives (their parents and children) to be part 
of the family. This minimalist view limits the pool of leadership capital and 
creates additional barriers to the growth of the family business.

Both of the abovementioned features are not only problems, but also 
opportunities; the active use of the status of a family company and  
the expansion of the family circle with spouses, brothers, sisters and other 
relatives can create additional opportunities for growth and sustainable 
development, which we sincerely hope all family businesses in Russia 
can achieve.
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INTRODUCTION
Family companies are the most stable and widespread organisational form of 
business in the world. According to various estimates, 70–90% of companies 
in the world are family-owned. Indeed, most of the oldest companies in the 
world are family businesses. For example, the Henokiens Association unites 
family companies that are more than 200 years old and it currently has  
47 members, the oldest being 1,301 years old! 

In Russia, the family business is  
a relatively young and almost unexplored 
phenomenon. The modern Russian 
business is about 30 years old. Many 
entrepreneurs from the first wave are 
now about 60-70 years old, and they 
have begun to think about the fate of 
their business. Do they need to transfer 
it to their children? Will they manage it in  
the current economic conditions? How  
can I prepare them? Some business 
people are optimistic; they believe in the 
possibility of successfully transferring 
their business to the next generation. 

However, there are numerous sceptics: 
many founders of successful companies 
say that they do not see any prospects 
for a family business in Russia and would 
rather sell their business than transfer it 
to the next generation. So who is right,  
the optimists or the sceptics?

“A family business  
is a firm dominantly 
controlled by a family 
with a vision to potentially 
sustain family control 
across generations.” 
Zellweger, 2017

Is there a future for the family business  
in Russia?

To answer this question, the research 
division of Ward Howell — Talent Equity 
Institute — and the Wendel International 
Centre for Family Enterprise at INSEAD 
conducted a special survey, the results of 
which we present in this newsletter.
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MAIN CONCLUSIONS
Our study revealed that the family business in Russia is primarily «Russian» and only 
then the «family» business. Family companies are affected by the same negative trends 
as other domestic businesses: a decrease in the purchasing power of the population, 
the stagnation of the economy, and increased pressure from the state and organisations 
close to them. They also suffer from the same structural and cultural problems:  
the lack of transparency in property relations, the merging of power and business,  
the negative attitude towards entrepreneurship, and the rule of force over law. Family-
owned companies use the same survival strategies as other private companies: increasing 
operational efficiency, innovation, business diversity, proactively working with the state, 
enjoying the assistance of business associations, and, only as a last resort, quitting 
business.

Family businesses in Russia differ from their counterparts in other European countries 
in several characteristics. Their owners are extremely modest in terms of using their last 
name to do business — only a few companies bear the names of their founders. In fact, 
a significant number of family businesses deliberately hide the identity of their owners. 
Unlike countries with mature market economies, Russia has almost no families with a 
developed «family governance» — a formal mechanism of interaction between family 
members on business issues. If such interaction occurs, it is spontaneous and informal. 
Russian business families, which generally comprise parents and children, are much 
more compact than business families in other countries. Moreover, not just cousins but 
also spouses of children are often not included in the family business. Unlike Western 
European family companies, property in Russia is usually concentrated in the hands of 
the head of the family, sometimes in partnership with the spouse.

At the same time, there are many similarities between family businesses in Russia and 
those operating in other countries. Family members’ relationships with key business 
partners — customers, suppliers, regulators — and their family values are the main assets 
of these companies. Similarly, conflicts within the family and the transfer of management 
and property from one generation to another are major challenges. As elsewhere in  
the world, family business in Russia is extremely emotional; the tensions of the business 
are sometimes multiplied by family tensions, causing real emotional storms.

According to our expertise, the total intangible assets of the surveyed family companies 
provide a 20% sustainability margin in terms of overcoming the roadblocks  
facing them.
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Family businesses have a certain advantage over other Russian companies due to long-
term orientation, family values and emotional support within the family. At the same time, 
these advantages can be realised only in the case of a successful transfer of management 
and ownership to the next generation, which will be the main challenge for Russian family 
companies for the next ten years.

Our goal was to answer the following questions:

 • What are the main roadblocks that family businesses face in Russia? 
 • What helps businesses overcome these roadblocks? 
 • How can the business be transferred to the next generation?
 • What are the features of family companies in Russia compared with similar 
companies in other countries?

The sample of companies was built according to the following criteria: the company 
employs at least two representatives of different generations of the same family, or  
the company is managed by representatives of the second or third generations.  
Companies which were founded by spouses or by brothers/sisters but did not involve 
children in their management have not been included in the sample. 

The study involved 19 representatives of the first generation, 25 of the second generation 
and two of the third generation from 42 family companies from all over Russia.  
The youngest company in our sample is 4 years old while the oldest is 100 (a privatised 
Soviet enterprise managed by just one family for over 35 years). Most companies in  
the sample are 11-30 years old.

METHODOLOGY

SAMPLE: 42 family companies

COMPANY LOCATION (number of companies)                          INDUSTRY (number of companies)

Moscow and 
Moscow region Service industry

Kaluga region Agriculture

Samara region Retail

Orel region Finance and investments

Other regions IT
Other

Lipetsk region Medicine

North Ossetia-Alania 
Republic

Real estate and 
construction

18 9

6 8

64
4

4
4

3
33

2
4

6
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As the basis of the study, we used the «Family Business Map» methodology 
developed by Professor Morten Bennedsen of INSEAD (France/Singapore) and  
Professor Joseph Fan of CUHK (Hong Kong).

The Family Business Map is a model that allows us to analyse the current state of  
a family company and choose a long-term strategy for its development, using the results 
of the analysis as a base. The two main parameters of this tool are intangible assets  
and roadblocks; in other words, the typical advantages and difficulties involved in any 
family business.

The sustainability of the family business is determined by the Family Sustainability 
Score — how a company’s intangible assets can overcome the obstacles it faces.  
The higher the Sustainability Score, the more it exceeds 1, and the higher the probability 
of a successful transfer of the business to the next generation.

AGE OF COMPANY (number of companies)

ROADBLOCKS ASSETS FAMILY 
BUSINESS

MAP

SIZE OF COMPANY (number of companies)

4 – 10 years              

1Bennedsen, M., Fan, J. (2014) The Family Business Map. Palgrave Mcmillan

Small  
(up to $50 million)       
Medium  
($50 – $500 million)    
Large  
(more than $500 million)  

11 – 20 years              

21 – 30 years              

More than 30 years         

8 18

17

13
11

134

Family:

 • Power of numbers
 • Different interests of family 
 members
 • Dependence on key individuals

Institutional:

 • Inheritance culture, law, taxes                                       
 • Property rights                                                                      
 • Corruption                                                                           

Market:

 • Competition and growth                                           
 • Industry concentration
 • Globalization                                                                                                                

Name:

 • Family name
 • History and legacy

Values:

 • Religious
 • Cultural
 • Personal and family

Connections:

 • Marriage
 • Business connections
 • Political connections

Exit/ 
Passive ownership

 • External ownership
 • External management

Delegated:

 • Family ownership
 • External management

Family Driven:

 • Ownership dilution
 • Family management

Closely-held:

 • Family ownership
 • Family management

ASSETS

RO
AD

BL
O

CK
S
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FAMILY SUSTAINABILITY SCORE  
ASSETS

ROADBLOCKS
=

We conducted a semi-structured interview with each respondent, lasting between one and 
four hours. We asked about the history of the company, the main stages of its development, 
and whether they could assess the strength of the company’s intangible assets and  
the roadblocks it faces on a scale of 0 to 5. In addition, we learned about the practices  
that are used to overcome the roadblocks, what conflicts arise and how they are 
overcome. With the representatives of the first generation, we discussed in detail their 
approach to the upbringing of their children and their relationship with them. We asked 
the representatives of the second and third generations about their motivation to work in 
the family business.

The main assets of the family business include: 
1. Company name — its name, history and legacy
2. Values — religious, cultural and family
3. Networks — matrimonial (obtained through marriage), business and political

The roadblocks can also be divided into three main blocks: 
1. Family — family conflicts
2. Institutional — inheritance taxes, weak protection of property rights,  

excessive regulation, corruption



11

0 1

Ward Howell TALENT EQUITY NEWSLETTER # 14

 6  companies take  
the name of their founder

This asset is responsible for the business 
reputation. Its development allows  
a company to enhance its trustworthiness, 
to develop a sense of identity, to 
unite employees, to establish long-
term relationships with customers and 
suppliers, and to simplify the transfer 
of the business to the next generation. 
Many family businesses carry the name 
of their founders (Ford, Merck, Toyota 
and others). A study involving 1.8 million 
European companies showed that 
companies named after their founder 
outperform others in some financial 
indicators; for example, the return on 
their assets was 3% higher. Research 
has also highlighted that consumers 
have more confidence in family brand 
names as they believe that owners are 
personally responsible for the quality of 
the products.
 
In fact, 40 of the 50 oldest family-owned 
companies and 28 of the 50 largest are 
named after their founder (Cadbury, 
Estée Lauder, Cargill and Roche 
among others). In Russia, the situation 
is different; although there are some 
examples (Tinkoff, B.Y. Alexandrov),  

Russian companies do not often take 
the name of their founder – in our 
sample, there are only six. Why do family 
companies not take names as a title?  
One reason is fear.

The negative attitude of some of 
the population towards successful 
entrepreneurs, caused by the widespread 
belief in Russia that it is impossible to 
create a successful business honestly, 
may also play a role.

The history and legacy of a business 
are not the most developed assets of 
Russian family companies. Nevertheless, 
more than half of the respondents  

INTANGIBLE  
ASSETS
NAME

One respondent commented:  

“I’m trying to keep a low 
profile. If your company is 
named after you, it creates 
certain risks. I’m not quite 
sure which ones, but it’s 
definitely easier to bring  
you to a court.”
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believe that the history of a company helps it to conduct 
business,  as confirmed by two representatives of  
the second generation from two Russian companies —  
«History definitely helps to attract customers and maintain 
traditions» and «History and reputation help to avoid problems  
with regulators». One company from our sample has opened 
a separate legal entity that searches for information about 
family history. Another has created a book describing 
100 years of activity of the enterprise that was created 
in Soviet times. However, these examples appear to be  
an exception. In most cases, companies use this asset passively;  
they are not particularly engaged in its development. 
A few companies do publish information about their 
history on their website, but owners, as a rule, do not know 
how to tell memorable and inspiring stories about their 
business. By contrast, many family businesses in Europe and 
the US use the company’s history as a valuable resource.  
They shoot videos, write biographies of the founders and establish 
«family museums».

Perhaps such disregard for the history of the company is 
due to the fact that Russian family businesses are less likely  
to recognise themselves as such. Self-identification as a  
«family business» does not occur even if the majority of family 
members work in the business. Russian family-owned companies 
do not see value in recognising their own characteristics.  
At the same time, even the largest international companies  
(such as Mars, Cargill, SC Johnson), not to mention small 
businesses, actively position themselves as a family business, 
usually relying on personal attitude, trust, empathy and 
authenticity.

For example, SC Johnson (the owner of Glade, Mr Muscle, 
Raid and other brands) emphasises empathy with families: 
«As a family company, we care about making life cleaner, 
easier and better for families. That is why we have spent 
over a century making quality products that work, using 
ingredients you can trust.» Baby food manufacturer HiPP 
places a portrait of the founder, Claus Hipp, on each package,  
with the words «100% organic — I guarantee».

PRACTICES:

Self-recognition  
as a family business

Use of the family name  
as a brand name

Search for as much 
information as possible 

about family history  
and company

Description of  
the company and/or  

family history in  
the format of storytelling

Promotion of this story  
— through websites,  

social media, magazines 
and books
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A distinctive feature of almost all family 
companies is leadership based on 
values. Such leadership occurs when 
the management and decision-making 
model of a company is a reflection of 
the values shared by its management. 
An example of a company with value 
leadership — known for its principled 
position to product quality – is Hermès. 
When, in 1970, the production of plastic 
and polyester goods brought down  
the demand for silk and leather goods 
and the company had no orders, Robert 
Dumas stopped production for two 
weeks instead of switching to the use 
of synthetic materials. This decision 
had a negative impact on the results 
of the company, but strengthened its 
reputation and helped it succeed in 
the long term. Value-based leadership 
focuses on long-term development, 
sometimes at the expense of short-term 
benefits. In many successful family 
companies in the world, the match of 
values is the main criterion when hiring 
employees. This approach complicates 
the process of employment, but helps 
to avoid value conflicts later and makes 
companies more stable. 

Russian family companies have not 
yet learned how to use this asset 
efficiently, although they do understand 
its importance. More than 80% of our 

respondents said that values help their 
business. The most common values of 
family businesses in Russia are honesty 
and justice, family and mutual support, 
love for work, and diligence. Despite 
understanding the importance of 
values in business, only six companies 
from our sample have formulated them 
and actively used them in company 
management and market positioning. 

VALUES
The founder of a large company providing 
financial services commented: 

“Values play a big role. 
Support, warmth — not only 
within the family, but also  
with partners. This makes 
us strong, but at the same 
time brings some difficulties: 
new people adapt to the 
company for a long time. 
They need to ‘enter the 
family’, to overcome the 
entrance barrier, to fit in. 
Therefore, many bargains 
or the attraction of new 
partners becomes 
impossible: we understand 
that they do not share our 
values, and therefore will  
not fit in.” 
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For the majority of respondents, it 
took a long time for them to answer 
the question about the values in their 
companies. 

The coincidence of the basic values 
of different generations is one of 
the key assets of family businesses.  
At the same time, due to political, 
social and market changes, the values 
of different generations from the same 
family may not completely coincide. 
Similar cases were found in our survey. 
Thus, some representatives of the 
older generation, who started business 
in the 1990s, stated that loyalty and 
honesty are two of the main values, 
and representatives of the second 
generation put professionalism in first 
position. 

An important task that must be fulfilled 
by the older generation is the transfer 
of basic values to the next generations. 

The experience of our respondents 
shows that joint activity is the best 
method. Attempts to impose values 
often lead to rejection and can deprive 
a child of the desire to work in the family 
business or even worsen relationships 
within the family. «I’ve been in business 
since childhood. Officially, I started 
working at the age of 14, as a courier. 
My dad loves his job fanatically and 
has always worked very hard. I had 
the same requirements. I had to prove 
every day that I’m here for a reason.»

The older generation setting an 
example also plays an important 
role. Representatives of the second 
generation provided these viewpoints: 
«Dad was always our authority and 
example. We do not conduct black 
business on principle. Dad is very 

MOST COMMON VALUES FOUND IN 
RUSSIAN FAMILY COMPANIES

Honestly

Justice

Family

Diligence

Self-employment

Support

Love for work

Modesty

Quality

Trust

A representative of the second  
generation said: 

“For my father, the main  
thing is honesty and loyalty.  
There were hard times — 
it was important that the 
employee could be relied on. 
But since then, everything  
has changed: the market  
has changed, there are more 
competitors. Now the main 
thing is how professional  
a person is.”
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wholesome and principled»; «He never had the value of 
‘glamour’»; «The family lived and lives modestly. All funds are 
invested in business development. Our children are brought up 
in the same way — they do not understand that they live in a 
rich family»; and «Grandfather was always very hardworking.  
And he brought me up from childhood — I was paid a ruble for 
each potato bug».

In relation to religious values, the respondents had polarised 
points of view — about a third said that religious values play 
an important role in their business, while others noted that they 
do not consider themselves religious, although they do help 
religious organisations within the framework of charity.

How can values be transferred to the next generations? Some 
European family businesses have framed their values in the 
form of a «Constitution» and this passes from generation 
to generation. The «Family Constitution» usually defines  
the composition of the family (who is a member and who is 
not), the values and the goals. It also sets a code of conduct 
between family members. In the Monzino family, who have 
been producing musical instruments since 1750, every member 
of the family who wants to run the company signs a contract.  
The contract obliges the heir to be moderate in consumption:  
«In fact, I made a promise, that I will never buy a Ferrari,» 
commented one of the heirs to the company. The heirs are also 
obliged to transfer their passion for music to the next generation 
and to teach them how to play musical instruments. Wong 
Urchin , the founder of Taiwan’s Formosa Plastics, one of the 
world’s largest chemical companies, asked members of the next 
generation to keep a record of all their daily expenses while 
they were studying abroad in order to instil a sense of thrift and 
attention to detail.

PRACTICES:

Development of key family 
values by the whole family

Selection of 3–5 family 
values which are  
considered to be the key 
values for the company’s 
development, and their 
promotion inside and 
outside  

«Indirect» teaching of  
values — in specific 
situations, working together 
and by personal example

Enabling the younger 
generation to choose and 
prioritise values

Popularisation of values 
within the company —  
to talk about them,  
to convey them  
to employees,  
to make them visually 
accessible (for example, 
displayed on walls and  
in workplaces)

VA
L

U
ES
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Business connections play an important 
role in any family business. Long-term 
relationships with suppliers and/or 
customers are the keys to the success 
of many companies. A representative 
from one family company said: 
«Communication is very important in our 
business. Thanks to uncle’s connections 
in the scientific community, the company 
received many orders at the beginning 
of its existence. And grandfather’s 
connections still protect the company 
from takeover.» However, despite  
the fact that almost all the respondents 
stressed the importance of relationships 
when conducting business, there 
were not so many practices in terms 
of building and strengthening these 
relationships.

Participation in professional and 
business communities is a common 
way of establishing business ties in 
Russian family-owned companies. 
In addition to making connections, 
this strategy also helps people lobby 
for their business interests, keep 
abreast of the latest news in the 
industry, and find partners, customers 
and suppliers. For example, one 
respondent observed: «We are part of 
the ACCOR Association which helps 
to defend the rights of farmers. Not so 
long ago, we achieved a revision of  

the decision on subsidies.» Meanwhile, 
the owner of a pharmaceutical 
company said: «I joined a business 
club, met many interesting people, got 
useful contacts.»

One of the oldest ways of building 
connections is through marriage. For 
example, Samsung has matrimonial 
relationships with the largest Korean 
businesses: Dongbang, Life, Mee Wan, 
LG and others. However, we noticed 
that in our sample only the largest 
companies actually use this practice 
(but the respondents refused to talk 
more about it). The owners of small and 
medium-sized companies emphasised 
that the choice of a spouse was 
extremely important, but this decision 
was made by children on their own and 
only for love.

In the Russian context, business ties 
are closely intertwined with political 
ties. «I ran to the legislation body of 
my region, simply because that is the 
only place where I have an opportunity  
to talk to all the major business people in 
the region,» said the owner of a regional 
consumer goods company. More than 
80% of our respondents have strong ties 
with the state at the local or federal level 
and pay great attention to this issue. 

At the same time, connections with 
politicians do not necessarily include 
a corruption component; even in the 
least corrupt countries (for example, 
Denmark), companies with political 
connections have better performance 

N
ET

W
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results in comparison with companies that do not have such 
connections, and this is due to better awareness.

Representatives of the respondent companies participate in 
events organised by the authorities (fairs, exhibitions) and sponsor 
social projects, and many of them do it very actively. The owner 
of a restaurant chain revealed: «We are always the first to offer 
our help. In this case, the chance that we will be asked about 
something, that we do not want to do, is significantly lower.» 

There are also more unusual ways of establishing ties; for 
example, one of our respondents specifically bought a ticket for 
a flight on which the governor of the region had to fly, in order to 
get acquainted with him.

In some family businesses, one of the family members joins the 
civil service or goes into politics, thus providing the necessary 
connections, as explained by the owner of a telecommunications 
company: «My uncle has a fairly high position in power —  
I cannot say that it helps us a lot, but, if necessary, we can ask for 
contacts with the right people.» 

Several respondents noted a decline in the importance of political 
ties for business survival.

As stated by the owner of a family business: 

“Previously, connections were very 
important. In the 2000s, everything  
was solved by agreements.  
Today it is not. There are rules 
of doing business, they are quite 
transparent; if you follow them, no 
one will specifically ‘intimidate’.”

PRACTICES:

Joining business 
associations, business 
clubs

Attending events  
where you can make  
useful contacts

Proactive assistance  
for local and regional 
authorities

Purposeful building  
of connections among 
officials and politicians

Participation in  
elected bodies

N
ET

W
O

R
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EXTERNAL ENVIRONMENT
Among the main roadblocks, the 
respondents identified the current 
macroeconomic situation, which 
entails a critical decline in profitability.  
The fall in real incomes for the population 
and the fall of the ruble against the 
dollar have had a negative impact on 
many family businesses. Approximately 
68% of the respondents explained that 
changes in the macroeconomic policy 
of the state have had a negative impact 
on their companies. Businesses that 
purchase equipment abroad suffered 
the most from currency changes.
Agricultural companies noticed the 
most negative impact of the sanctions. 
However, some family businesses are 
trying to find positive aspects in the 
crisis. For example, the owner of a 
products company reflected: «The crisis 
has forced us to move; before that we 
were a little stiff, now we have to look 
for new opportunities and ideas.» And, 
as described by a second respondent: 
«I hope that this crisis will wash out all 
temporary players, we still have a margin 
of safety.»

Another significant obstacle for family 
businesses is the non-competitive 

environment — pressure from state-
owned companies and «Kremlin-related 
businesses» with sufficient resources to 
squeeze out smaller family businesses. 

«Last year, a decree obliging all state 
institutions to buy services only from  
the state company N. was issued. We 
lost about 20% of revenue,» complained 
the owner of one of the companies in our 
sample.

How do family businesses overcome 
these barriers? First, they actively work 
with the state, trying to compensate  
for losses through grants and subsidies. 
Second, they actively consider alternative 
ideas to diversify their business. In many 
companies, such measures have led to 
success. 

The struggle against unfair competition 
is vigorously conducted through 
business associations. The individual 
practice of going to the courts is 
less common. One owner of a family 
business faced with the threat of 
losing their company in favour of the 
largest holding company commented:  
«It is theoretically possible to win in 
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CONFLICTS WITHIN  
THE FAMILY

court but I simply do not have comparable funds and time to 
check it.»

And finally, there is one last possible way to exit an unprofitable 
business. However, Russian family companies resort to this only 
in the most extreme cases. According to studies, the owners 
of family companies are reluctant to close non-profit areas, 
even when there is irrefutable evidence of the need for them 
to take this step. Their emotional attachment to the business 
and unwillingness to admit defeat leads to owners of family 
businesses to postpone the closure of non-profit areas and/or  
parts of them until the last resort. The owner of a restaurant 
chain said: «When I first came to the company, it took me  
a while to understand that the main line of business — grocery stores 
— was unprofitable. But father refused to close them, this is where 
he started, and it was difficult for him to let this business go.» 

As a rule, our respondents were much more willing to discuss the external problems of 
their businesses — the bad economic situation, state control, etc. However, describing 
the most critical moments in the history of their companies, they often referred to intra-
family conflicts as the most serious and long-term roadblocks.

Conflicts within the family are divided into three categories: 
1. Vertical (conflicts between representatives of different generations, as a rule, 

parents and children). 
2. Horizontal (intra-generational conflicts between brothers and sisters). 
3. Diagonal (conflicts between more distant family members, such as uncles and 

nephews).

2Zellweger, T., Nason, R., & Nordqvist, M. (2012). From Longevity of Firms to Transgenerational Entrepreneurship of Families:  
Introducing Family Entrepreneurial Orientation. Family Business Review,25(2), 136–155.

PRACTICES:

Business diversification

Active work with the 
state to obtain grants 
and subsidies

Lobbying for the 
company’s interests 
through business 
associations

A critical look at the 
company’s business 
— possible closure of 
non-profit areas

Exit
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Vertical conflicts
In 40% of companies, respondents of 
both generations admitted that there are 
conflicts between parents and children. 
The main causes are differences of opinion 
on operational issues. In the absence 
of a clear division of authority between 
parents and the younger generation, any 
operational issue becomes an occasion 
for fierce debate. 

Some respondents did not regard this as 
a huge problem: «Children should learn 

to defend their own opinion,» said the 
founder of one of the family companies. 
«We have a very difficult relationship 
— different vision, different views. The 
wisdom of parents is to give the child a try 
and responsibility for it. The wisdom of the 
child is not to take offence at their parents 
and respect them,» remarked a second.

Researchers distinguish two types of 
conflicts — relationship conflicts and 
task conflicts. The first arise because 
of interpersonal differences and result 
in personal hostility. For example, in 
the interview, a respondent indirectly 
expressed it in this way: «My brother 
and I are completely different people.» 
The second is the conflict concerning 
specific business issues. In this case, 
a respondent described the situation 
like this: «It happens that we look at the 
problem differently.» As a rule, in the first 
case, conflicts between relatives have 
a negative impact on the company’s 
activities. In the second case, they can 
also play a positive role by encouraging 
discussion and, as a result, improving the 
quality of decisions.

How do successful family companies avoid 
«bad conflicts»? They invest in the family 
no less than they do in their business. 
Successful family businesses, as we 
have observed, have developed certain 
rules and patterns of behaviour for family 
members. First, there is a formalised 
process of family meetings — weekly 
meetings of family members (whether 
they participate in managing company 
or not) where the company’s current 
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problems, tasks and areas for investment 
are discussed, events are planned, and 
family members inform each other about 
their personal plans. Such meetings fulfil 
an important role in terms of informing all 
family members, and they are also a key 
platform for conflict resolution.

Some families adhere to the rule of not 
talking about work at home, trying to 
protect the family space from work-
related conflicts, as revealed by one of 
the respondents: «At some point, my 
husband and I and my parents realised 
that either we stop talking about work at 
home, or we just break up as a family.»

One of the most common practices is 
when parents and children have a joint 
vacation. On work days, the value of 
family communication and the pleasure 
of spending time together is forgotten, 
which leads to a weakening of attachment 
and an increase in mutual dissatisfaction. 
 
 
 
 
 

In 22% of cases, the respondents 
reported significant conflicts with 
siblings. The main reason for such 
conflicts was the inability to build  
a clear hierarchy. Unlike the vertical 
«parents—children» relationship where it 
is clear who have the final word, in sibling 
relationships there is often no such clear 
understanding, even if there is a significant 
difference in age between them. Juniors 
refuse to recognise the authority of their 
elders just because of right of birth.  
In some cases, the younger siblings  
have a more pronounced leadership 
potential and the elders find it difficult to 
accept their secondary role. 

In 11 cases, brothers and/or sisters left  
the family company where they had 
previously worked. In 7 out of these 11 
cases, they were women who either 
became housewives or started their own  
business. In a number of companies, 
siblings continue to work together, 
but they recognise that the conflict is 
getting worse. As a rule, mediators 
are representatives of the older 
generation (parents, grandparents).  
According to one of the respondents: 
«I do not know what will happen to 
us when our father passes away. 
Maybe my brother and I will split  
the business and go separately.»

Horizontal conflicts

 30% 
 of families: the main way of 

resolving conflicts is through  
the will of the head of the family.
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Diagonal conflicts

Not everyone masters the direct conflict 
resolution without the involvement of 
parents. Some have successfully built 
a business structure in which everyone 
is independent in the decision-making 
process and, at the same time, there are 
clear criteria for the success or failure 
of each of the siblings (for example,  
the production division is run by the brother 
and the trading house by the sister, as 
they were able to build an independent 
relationship with one another).

Another useful practice is to launch 
start-ups under the leadership of one 
of the siblings within the company. This 
approach diverts his/her attention from 
the management of the main business, 
while maintaining the integrity of  
the family and the family business. This 
strategy was explained by one business 
owner: «When my younger brother 
voiced his desire to be involved in  
the family business, I understood that we 
would have conflicts. Six months later,  
I sent him to open a new business, away 
from me. If he had failed, no one would 
have condemned him. But he coped.»

As a main precept, some siblings have 
adopted the rule of immediate conflict 
resolution. «You should argue here and 
now,» said one of the brothers managing 
the business. «As soon as you leave with  
a grudge, it grows, you begin to share 
it with other people, and the conflict 
becomes ten times more than if you had 
immediately expressed everything in 
person.»

The peculiarity of Russian family 
companies is that there are practically no 
diagonal conflicts. Generally, in Russian 
family businesses, all parties have a 
clear understanding of  the «centre of 
power» -– the head of the family who 
makes the decisions.  In conflict with 
this centre of power, any relative who is 
not a parent, child, brother or sister is 
excluded from the family business without 
any regret. The majority of respondents 
called the experience of attracting distant 
relatives to the company unsuccessful.  
As a rule, problems arise due to different 
perceptions concerning the status of 
distant relatives: owners of a family 
company believe that their obligations 
end when hiring a distant relative,  
while the latter believe that they have  
a special status within the company.

Quite often, an increasing number  
of distant relatives are attracted to 
financial positions due to the crisis 
of trust in the hired managers, which 
is typical in family companies. «Not 
everything can be devoted to a stranger,» 
commented the respondents evasively.  
The non-transparency of business leads 
to many family companies preferring  
to work with a less qualified, but more 
reliable person. 

The second generation are more 
intolerant of the presence of relatives  
in the business, as revealed by a 
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respondent who runs a large family 
alcohol business: «As soon as I became 
in charge of the family business,  
I ‘cleaned up’. We immediately realised 
that distant relatives working for a salary 
were the least effective employees. They 
have privileges, but no devotion.» 

In some companies, distant relatives 
continue to work in the family business, 
but they do not enjoy any privileges.  
In most cases, respondents had to think 
about whether their distant relatives worked 
for the company, as they were not used to 
considering them as relatives, but instead 
perceived them as just other employees. 
In one case, after reflecting, the CEO 
remembered that his former mother-in-law 
worked as the company’s receptionist. 
When it is impossible to dismiss more 
distant relatives (for example, for 
representatives of the second generation 
it is difficult to dismiss uncles and aunts), 
they keep the status of their position, 
gradually washing out the contents; they 
can still come to work to their office and use  
the corporate car, but they no longer make 
any decisions.

In general, Russian family businesses are 
characterised by a narrow understanding 
of the family; even the spouses of children 
may not fully relate to the family and may 
not be allowed to participate in the family 
business. For example, one respondent 
remarked: «Our dad is sceptical about  
the idea of attracting husbands of 
daughters to the business — he believes 
that sons-in-law come and go, but the 
business remains.»

Most family conflicts affect issues of 
justice and its different interpretations. 

For example, in one case concerning 
the distribution of property, the parties 
had completely different ideas about fair 
distribution. One parent believed that the 
equal distribution of property between 
the children (the principle of equality) 
would be fair. The eldest son believed that 
it would be fair to distribute the property 
according to everyone’s contribution to 
the management of the family business  
(the principle of contribution). The 
second parent believed that the least 
capable of the brothers should get a little 
more in comparison with the rest, since he 
would not be able to earn his own capital 
(the principle of need).

Such problems are difficult to resolve, 
and an option that suits everyone may 
not be found. However, the key to 
successful conflict resolution in family 
companies is the principle of procedural 
justice. Procedural justice implies that 
all participants focus on a fair process,  
not a result.

 

 3,4 
 the average number of family  

members in the business.
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Among the principles of a fair process 
identified by the respondents were:
 - Transparency of discussion —

discussion of all decisions concerning 
one of the participants together with all 
the participants;

 - Granting everyone the right to express 
their opinion; 

 - Formal procedures for joint meetings; 
 - Agreed rule of decision — by  

a simple majority, or the right of veto is 
possessed by the head of the family 
(in some families, the veto can be used 
only once in a certain period of time; for 
example, every three years).

PRACTICES:

Investing in a family no less than  
in the business

Formalisation of family meetings – 
frequency, agenda, rules of  

decision-making

Joint vacation of parents and children 

A ban on talking about work at home 

Use of disagreements between family 
members to improve the quality of 

discussion and decision-making

The immediate resolution of conflicts

Delegation and development of  
new directions for siblings

The division of business into relatively 
independent directions, run by siblings

Clarification of the distant relatives’  
status in the company

Development of common  
principles of procedural justice
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3Zellweger, T. (2017) Managing The Family Business. Theory and Practice. 
Cheltenham: Edward Elgar Publishing
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On average, the respondents estimated the 
impact of corruption on their businesses 
to be extremely low: 1.5 points out of 5. 
At the same time, two respondents who 
assessed the impact of corruption as 
5 points represented large businesses. 
Perhaps anti-corruption actions work 
more effectively at the level of small and 
medium-sized businesses. In this situation, 
some family businesses prefer not to grow,  
so as not to attract too much attention.  
As one of the respondents told us: «I am 
afraid to grow to the level when a ‘large 
fish’ will be interested in me.» A second 
respondent continued with the same theme: 
«My business is a deer in the wood, and 
the state is a hunter. Now it hunts elephants. 
Then it will come for us.»

More than 40% of the respondents 
noted that excessive government control 
and regulation significantly limits the 
development of their business. Around 
15% also complained that excessive 
control interferes with the way they conduct 
business, but they did not consider this 
obstacle to be critical.

Another important aspect that can be 
interpreted as an obstacle is the lack of  
understanding of the legal aspects 
of inheritance and ownership. Most 
representatives of the first generation 
admitted that they were not yet interested 
in these issues. In 70% of companies, 
company’s shares belongs to one parent or 
both parents and is not distributed among 
the children. Accordingly, family members 
do not have the opportunity to sell their 
share in the business and get out of it. «If we 
try to formalise the process, we will drown 
in paperwork,» explained the founder of  
a family business. Many do not even have 
a rough idea of their share of the business. 
«We do not have a formal ownership 
structure, but we understand that everyone 
is equal,» said one of the representatives 
of the second generation. In the case of  
the main owner’s sudden death, there 
will be numerous problems for both the 
business and the family.

OTHER ROADBLOCKS

CORRUPTION

CONTROL  
AND REGULATION

 in 70% 
 of companies,  

the shares belongs to the first 
generation only.
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0 3TRANSFER 

OF FAMILY 
BUSINESS
Analysing the data, we found that the Family Sustainability 
Score  is 1.2. This result means that the situation is not as bad 
as pessimists believe, but family businesses will still have a hard 
time — they will have to increase their intangible assets and 
overcome the existing roadblocks.

The answer to the question «Is there a future  for the family business 
in Russia?» depends on how effectively the representatives of  
the first generation will be able to transfer the business to their 
children. Moreover, it is important to draw a line here between 
the transfer of ownership and the management transfer. It is not 
necessary for children to directly manage the family business, 
they can simply remain as shareholders. The set of skills and 
knowledge required by an effective owner is significantly 
different from what a future executive needs to know. In many 
large foreign family businesses, family constitutions stipulate 
that representatives of the next generations are not entitled to 
hold executive positions in the business, but from childhood  
they must learn how to be effective owners.
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MANAGEMENT TRANSFER
Only in 7 (out of 42) companies has management been passed to the second generation 
(although children work in all 42 companies).                                                                             

On average, the process of transferring 
management control from the moment 
of making such a decision («I’m 
leaving») to a complete departure from 
operating activities takes 3–5 years. 
«In our company it was a long (about 
three years) and painful process —  
my mother relinquished the power piece 
by piece,» said the CEO of a textile 
company. «I left in time. I understood 
that two or three more years, and I would 
overdo it ... it is necessary to leave,  
no matter how painful it is,» explained  
the founder of a pharmaceutical 
company, who successfully transferred 
his business to his younger son.  

Why do owners not transfer 
management? 
 
The unreadiness of the children

Parents believe that children do not 
have enough knowledge and skills to 
manage the family business. According 
to international studies, investors 
respond more positively to the transfer 

of management to the next generation 
if children have experience in other 
companies. We observed this in cases 
where children had a successful 
experience in other companies as it was 
much easier for the parents to transfer 
management to them. «It is impossible 
to acquire enough necessary skills in  
a family business. If children start 
working in the family, what can they 
bring?» asked a respondent who built  
a successful career outside the company 
and who then took over the management 
of the family business from his father.  
 
The unreadiness of parents 

The average age of a company’s founder 
is 56. They are therefore still quite young 
and active people who find it difficult to 
think about retirement. They are not used 
to resting and cannot understand what 
they would do in their free time. 

In 4 out of 7 companies, the founders 
engaged in political activities (became 
deputies of local or federal legislative 

 only in7out of  42 
 companies has management been 

passed to the second generation
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assemblies) after the transfer of 
management to children. «My father 
doubted that he would be interested in 
being a deputy, but now he is actively 
involved — he meets people, he is 
constantly busy with something, he does 
not even have time for the company,» 
remarked the CEO of one of the consumer 
goods companies.  

In the other three cases, the retired 
representatives of the older generation 
enjoyed the rest. As described by one 
representative of the second generation: 
«My mother never liked to relax and 
never really travelled. When my sister 
and I realised that we wanted to run 
the business on our own, we began to 
organise interesting trips for my mother. 
Gradually, she got a taste, began to 
travel much more often and without any 
problems transferred control to us.» 
 
Children are not motivated

In some cases, children do not demonstrate 
sufficient motivation to run a family 
business. Either they have no interest in 
the industry or they do not want to continue 
working with their parents. «I think I will not 
be able to work until the moment when my 
father decides to retire — we just quarrelled 
before,» explained a representative of the 
second generation.

The next generation’s motivation is 
one of the key problems with regard to 
succession. After talking to representatives 

of the second generation working in family 
companies, we identified several types 
of motivation (in descending order of 
frequency): 

-   Have to — the children had to join as the 
business was in a desperate state and the 
parents needed help. 
- Ought to — the children had been 
prepared for this since childhood, and 
they had not even considered other 
opportunities. 

“My father had a big 
business, and I worked 
not with him, but in an 
international investment 
bank based in London. 
At some point, he called 
me and asked for advice. 
I helped. After a while, he 
called me again, and  
I realised that his business 
was in a very poor state.  
I had to leave London and 
come back to help my 
father. Now I am the CEO  
of the company.
Who says I like it? It is all 
about sense of duty.”
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-    Want to — the children sincerely wanted 
to work in the family business.  
- Need to — the children did not 
manage to build a career outside  
the family business so they had to join the 
company in order to have an income.

We found that children often took over the 
management of the company, being forced 
to intervene (the «have to» scenario). As 
a rule, this happens because the parents 
delay the transfer of management, waiting 

for the «calm» — a period of stability for 
the company — which, of course, does 
not come (see Roadblocks). As a result, 
there is an «absolute storm», during which  
the children have to save their parents and 
the company.

TRANSFER  
OF OWNERSHIP
The founders transferred complete 
ownership or just part of it to their children 
in only four cases from our sample. Why do 
owners not transfer ownership to children? 
The first reason is that they believe the 
children are not ready. «Children must first 
deserve to get a share in the business,» 
said the owner of a large retail company. In 
his view, the transfer of ownership follows 
only the management transfer, and these 
events are quite distant from each other in 
terms of time.

The second reason is the fear that  
the children, realising the scale of wealth, 
will lose their heads and start to spend 
frivolously. «Honestly, only Dad knows how 
much money we have, I can only guess,» 
admitted the heir to a large diversified 
holding.

The third reason is that parents just do not 
think about this question. In their view, it 
does not matter who formally owns shares, 
because «the children will get all mine». 
However, for children this postulation is not 
so obvious. In a situation where there are 
several descendants, none of them is sure 
about the size of his/her share, and this 
causes tension and discomfort between 
parents and children, and siblings.

In cases where the transfer of ownership 
has already taken place, that were the 
children who initiated the process. However, 
they had a strong argument — at that time 
they had successfully managed the family 
business for a long time.
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In European family companies, there is a practice of presenting 
shares in the family business to children on important occasions 
(graduation, adulthood), so that they feel like full owners from 
childhood. In the absence of a legal ownership structure in many 
Russian companies, this may be difficult, but the practice is 
certainly useful. 

How do parents usually distribute shares between children? The 
most common practice is to give the same stock of shares to each, 
and additional stock to those who participate in management.  
On average, the owners estimated the size of this additional 
package to be 5–15%. However, in one case, the younger brother, 
who was managing the business, received 99% of the company, 
while the older brother, who was not involved in management, 
received less than 1%.

In fact, there is no practice of share buyback by children, which 
is very common in the West. In this scenario, parents can ask 
their children to buy out their shares at a significant discount (on 
average, 50%), thus providing themselves with capital for their old 
age. In the Russian sample, we only came across one such case.

As the founder of a large agricultural holding said:  

“My son, having successfully managed the 
company for several years, came to me with 
the question about whether he could get his 
share in the business. Honestly, I was taken 
aback at first. Who cares who has the shares? 
We are building a company together. But he 
explained his point of view — he has three 
children, he wants stability, he wants  
to feel like a full owner. The blurred prospect 
of becoming an owner no longer motivated 
him. I assigned a small stock of shares, but 
seeing his reaction, I realised that he  
expected more. I had to increase.”

PRACTICES:

Succession planning 
at least 3–5 years in 

advance

Management transfer 
regardless of the external 

environment and 
condition of the company

Heirs gaining experience 
in another company 

Purposeful preparation for 
the future for the outgoing 

generation — political 
career, recreation, etc.

The assignment of the 
stock of shares to the 

second generation 

The assignment of 
an additional amount 
of shares to children 

participating in 
management

Gifts (in the form of 
shares) to children from 

an early age

Share buyback  
by children
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0 4HOW TO BRING 
UP THE NEXT 
GENERATION
The key problem in family businesses, 
and at the same time the key advantage, 
is time. It takes decades to raise 
children, to build a business, to gain a 
reputation. But it also gives the family 
business an advantage — no new player 
in the market will be able to copy it 
quickly. Not all the respondents/owners 
want their children to continue the family 
business. Many of them explained their 
reluctance in terms of the severity of the 

entrepreneur’s position in Russia. Some 
consider the industry in which the family 
company operates to be «unattractive» 
or unsuitable for their children.

However, there is some advice based 
on the results of our study for those who 
decided that the family business would 
be transferred to the next generation. 
Most respondents noted that their parents 
had never told them that they would 
be at the head of the family business 
in the future. Questions of inheritance 

and management transfer had never 
been directly discussed. However, in 
a third of the companies, children had 
been involved in the business from an 
early age. In 100% of these cases, the 
children remained in the family business 
after completing their education. «Since 
childhood, I took my son to work. However, 

 50% 
of parents do not want 

their children to run the family 
business.

EXECUTIVES’  
UPBRINGING 
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I have never nurtured, never taught, simply 
explained and showed. We just spent time 
together,» commented the founder of one 
of the companies. This practice promotes 
a love for the family business in children, 
as it is associated with the best years of 
their childhood. «To love this business, you 
need to grow up in the field. My children, 
unfortunately, will not love this business 
as much as I do,» said the owner of an 
agricultural company.

All representatives of the second 
generation emphasised how important 
it was for them to have freedom of 
choice, as described by one respondent:  
«I was never forced, I could choose any 
profession, and it was my decision to 
stay in the family business.» In addition, 
children see the advantages of working 
«for themselves»; they see what great 
authority their parents have, they see 
employees who obey them, and this 
engenders an entrepreneurial spirit in 
them. «Since childhood, I could not 
imagine that I would work for someone 
else. I always wanted, as a mother, to 
be my own boss,» explained the CEO of  
a family retail company.

However, for many representatives of 
the second generation, experience in 
other companies helped to raise their 
self-esteem: «I came to my father’s 
company as a mature professional.  
I had a successful career in international 
companies, so I did not have this 
‘impostor syndrome’ — the feeling that 
I did not deserve this place. This helped 
a lot in relationships with employees.» 
Some parents arrange mutual internships 

for their children with their friends —  
the same owners of family businesses. 
This tradition goes back to the Middle 
Ages when European merchants sent their 
sons to study in the trading dynasties of 
other cities.

In European family businesses, parents 
ask children aged 10–14 to organise  
a family vacation as an exercise. For  
the children, this is fun and, at the same 
time, it teaches them how to budget, plan 
and take the interests of different parties 
into account. Some parents involve their 
children in charity, thereby instilling family 
values and a sense of responsibility.

Another important issue is the education 
of children. All representatives of the first 
generation paid great attention to this 
matter (in only one case did a parent 
persuade their child not to go to university 
but instead work for the family business). 
The vast majority of parents attempted 
to give their children financial/economic 
education and, if possible, send them to 
study abroad. At the same time, there are 
cases where the children either refused to 
leave or returned without completing their 
studies. The fear that the children would 
go abroad and not come back did not 
materialise. Most of those who studied in 
the US, Europe and Israel (the most popular 
destinations) returned and successfully 
joined the family business.
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 73% 
of heirs study economics/finance

 30% 
of heirs study abroad.

According to international studies, the 
heirs of family businesses are less 
educated and not as professional 
as their peers, the hired managers. 
However, studies also show that, 
comparing the least and most 
successful family companies, it can be 
stated that successful companies are 
led by more educated and experienced 
heirs. To motivate heirs to continue 
their education and to ensure that only  
the most competent will lead the 
company, some family businesses have 
developed certain rules. 

For example, in the DeKuyper Royal 
Distillers family company, founded in 
1695, there are strict rules for hiring 
family members. A family member 
must meet the following criteria: get  
a higher education, work for five years 
in another company, have an interest in  
the family business, pass a psychological 
test and interviews with professional 
headhunters, and be ready to undergo 
an annual assessment just like any 
employee of the company.

Not every heir can become an executive, 
but learning how to effectively own  
the family business is much easier. Where 
can effective owners be taught? 

The first type of education is open 
programmes in business schools, 
which appeared in recent decades.  

The second type is programmes 
conducted by consultants in the field 
of wealth management for the heirs of 
their clients. The third type is seminars 
and workshops organised by various 
family business associations (e.g., Family 
Business Australia). Finally, the fourth type 
is customised programmes designed for a 

OWNERS’ 
UPBRINGING 
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FAMILY INCUBATOR

particular family (usually wealthy enough to 
afford it, and large enough to have a pool 
of students).

The main issues touched upon in these 
programmes are: strategy, decision-
making, the fundamentals of finance, 
effective management, philanthropy, 
etc. In summary, we can say that future  
heirs are taught to be effective investors 
— to see business opportunities, 
assess risks and be able to read 
financial statements, etc. However, this 
is only one aspect that can be useful to  
the owner. In more advanced 
programmes, the heirs are taught to 
choose the right people, set the vision, 

motivate, provide sufficient freedom 
and learn not to interfere when there is  
no need.

Another important aspect of training future 
heirs involves the ability to build and maintain 
relationships. Elite educational institutions 
partially perform the function of increasing 
the social capital of heirs. The programmes 
listed above also allow you to expand 
your network of contacts. Many owners 
purposely take their teenage children  
to business meetings, introducing them to 
their circle of communication.

Another model of inheritance, which 
is increasingly common but rarely 
institutionalised in families, is the «family 
incubator». This model assumes that each 
new generation starts a new business from 
scratch, while the established business 
is managed by hired managers. The 
paradigm of «how to divide and multiply 
what was created by past generations» is 
replaced by «how to create opportunities 
for entrepreneurship for the next 
generation». In this model, you need to 
teach successors about entrepreneurship 
and how to prepare free capital to start 
a new business. The family also needs 

to develop a process for assessing the 
viability of the new business, determining 
its relationship with the main family 
business, the degree of participation and 
the rest of the family’s share.

In some large European family businesses, 
this approach has already been 
implemented. For example, in its more 
than 100-year history, the Mulliez family 
has effectively utilised the entrepreneurial 
talents of each generation. The founder of 
this family business began in the wholesale 
textile industry, one of his sons opened a 
retail textile company, seven grandchildren 
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each separately launched their own retail 
networks (Auchan, Decathlon, etc.), two 
great-grandchildren headed the existing 
family companies, and three great-
grandchildren founded new ones. Now the 
family has around 650 members belonging 
to the Association Famille Mulliez (AFM), 
which controls all the family’s assets. Up 
to 22 years, each family member must be 
prepared to join AFM. The «Mr. Human 
Resources» (the grandson of the founder 
of the company) is responsible for this 
process. The training includes courses in 
finance and law, as well as internships in 
various of the Mulliez family companies.  
After training, the heir can join AFM  
and obtain his/her part of the shares. Only 
then can they apply for funding for their 
start-ups and protect their viability before 
the Board of Directors.

PRACTICES:

The engagement of children to work for the 
company from an early age

Internships in other companies

The delegation of the preparation of  
family holidays

Involvement of children in charity

Special educational programmes  
for future heirs

Expanding the social capital of children 
through useful connections

The formalisation of requirements for heirs

Providing children with the opportunity  
to start their own business and  

the formalisation of this process
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CONCLUSION
In conclusion, we would like to offer 
four recommendations to families doing 
business in Russia.

Do not hesitate, but instead be proud of 
the direct link between your family and 
the business. Use your family assets — 
name, history, values, long-term view 
of business — and make them your 
sustainable competitive advantages.

In Russia, there are tens of thousands 
of family companies, each of which 
survives alone in an extremely difficult 
environment and creates its own recipe 
for success. Taking a step to meet other 
family businesses in your village, city, 
region or country, each family business 
will have access to the experience and 
knowledge of colleagues, and all family 
businesses will have the opportunity  
to talk with the state and other stakeholders 
in one powerful voice.

Learn from the thousands of years of 
experience of family businesses in 
other countries. These companies have 
accumulated vast experience in managing 
business and family relationships, as 
described in thousands of books and 
articles, and they share this on a regular 
basis in the framework of international 
and national associations, conferences, 
exchanges and other events. Make this 
knowledge yours!

Handing over his post to his successor, 
the manager of the Japanese hotel Hoshi 
Ryokan said that the main task of the new 
head would be to prepare a successor. 
This has been the case for 1,300 years, 
and Hoshi is the oldest family company 
in the world. It seems to us that this is 
largely because its owners have always 
considered the education of successors 
to be their top priority, rather than 
increasing profitability or market share.

Recognise your company as 
a family business

Make succession a priority

Be open and team up with 
other family businesses
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Interview with Brian Miller,  
LARRY H. MILLER GROUP  
OF COMPANIES 

Brian Miller is the son of Larry H. Miller Group of Companies’ founder 
Larry Miller and his wife Gail. Founded in 1979, the Group brings 
together around 80 companies from various industries (car sales, sports 
and entertainment, finance and insurance, real estate) and it is one of 
the largest West Coast companies with more than 12,000 employees 
and revenues of more than $5 billion. Brian is a member of the Board 
of Directors of Larry H. and the Gail Miller Family Foundation. He also 
manages Miller Inspiration, a personal and professional development 
company which he founded in 2013.

TEI: Brian, tell us the story of your family 
business. Where did it all begin?

Brian Miller: My parents started their 
business in the late 1970s, when I was a 
kid. They had enough money to buy one of  
the Toyota dealership. My parents were gifted 
entrepreneurs. Quite quickly, they were able 
to earn a good reputation in the market and in 
a few years they acquired five small dealers. 
My father was a selfless man of extraordinary 
fortitude. He could work 16 hours a day,  
6 days a week. He managed to create  
a special atmosphere in the company; people 
looked up to him as a «guardian». In 1986, my 
father bought the basketball team Utah Jazz, 
saving it from moving to another state, as he 

considered it to be his duty to the community. 
Now, we have 80 different companies and 
12,000 employees. Unfortunately, my father 
died 10 years ago.

Who is managing the business now? 
Is anybody from the family involved in 
management? 

I have three brothers and a sister. All the 
brothers work in the family business. My sister 
also worked with us for a while, but then she 
decided that she liked horses more and now 
lives on her ranch in the mountains.

After the death of my father, my older brother 
became CEO, the second oldest took the post 
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of CIO and the third headed the «Sports and 
Entertainment» sector. I worked in different 
positions: I started with washing cars, then 
worked in the sales department and then in 
customer service in our cinemas.

Now, I am a member of the Board of Directors 
and responsible for the company’s corporate 
culture. A few years ago, we started to improve 
corporate governance – we created a Board  
of Directors, invited independent directors, 
and family members left executive positions.  
When my brother resigned, he was replaced by 
the CFO, who for many years was his father’s 
right-hand man. He is the first non-family CEO 
and he successfully copes with his role.
 
What difficulties did you face in the process 
of creating the Board of Directors? 

The main challenge was to answer the 
question: «Do we, as a family, want to recruit 
people from outside?» It was scary to lose 
control, but we were able to overcome this 
fear. Another problem involved the search 
for independent directors. We have seen 
many family businesses hire their friends and 
colleagues for the Board of Directors, and this is 
extremely inefficient. We wanted to find strong 
and truly independent directors who were not 

afraid to tell us the truth. We hired consultants 
to help us in the search. As a result, among  
the six independent directors were people 
from all over US with very rich and relevant 
experience and the necessary competencies.

Do you feel the real benefit from the Board 
of Directors? 

I certainly see the benefit. I do not think we 
would have decided to establish a Board of 
Directors while my father was alive. He was 
too wrapped up in the business. But now, with  
the Board, we are better prepared for the long-
term success of the next generations. We are  
no longer so dependent on one person – without 
a Board of Directors, power is concentrated  
in the hands of one person, and what if 
something happens to that person? The Board 
of Directors is a whole system that ensures 
succession and the identification of talents, 
which, as a result, increases the stability of  
the business.

How did you decide to join the family 
business? Did your parents push you to 
take this step?

My parents wanted me to work in the family 
business, although they never told me 
directly. I also saw myself working in the 
family company. When you grow up in a family  
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that has a business, whether you want it or 
not, you become a part of it. The boundaries 
between family and business are blurring. And, 
if you do not join the family business, you seem 
to be declaring: «I do not want to be part of  
the family and what unites it, I do not want to 
share your goals and your values... « You seem 
to be falling out of the lives of your relatives.

Sometimes it is difficult for close relatives 
to work together. Do you have conflicts?

There are conflicts, but I cannot say that it 
hampers us. Fortunately, our business is big 
enough, so we could always «spread out» – 
there was no feeling that we were sitting on 
each other’s head. For example, when I was 
working in a car park, I knew my brother was a 
CEO, but I did not feel his constant presence.  
I had my own space and freedom of action. 

How do you bring up the next generation?  

Over the last few years, we have formed a family 
office, which also deals with the professional 
future of young family members. Together with 
the children, we develop different scenarios 
for their development. One of the employees 
we hired for the family office is a professional 
development specialist, a former Dean of  
the University of Utah. With his help, we have 
created a «Growth plan», which we use to 
work with the second generation – teenagers 
over the age of 12. It includes setting personal 
goals for the next 1, 2, 5 and 13 years. We ask 
the children what they want to do with their lives, 
and what their educational and even religious 
goals are.

If we are talking about the requirements for 
the next generation, we have developed a 
«Code of conduct» that tells you how to dress,  
how to behave in public, etc. We try not to 
suppress their individuality, but to maintain  
a sense of belonging to one big family.

Another important condition is that the heirs 
must have experience in other companies 
before they join the family business. External 
experience is always a plus for the company. 
In some European family companies, there 

is a practice of creating funds from which 
representatives of the next generations can get 
funding to start their business.

Do you have such a fund? If your son or 
nephew decides to start his own business, 
will you finance his project? 

We have a kind of «family bank». It is a little 
different from usual family investment funds, 
as we have usually invested in areas close to 
ours; for example, dealerships. But in our case,  
the funds from this bank can be taken not only to 
invest somewhere, but also just to buy a house, 
for example. Previously, my mother has fulfilled 
the role of the «family bank», but now we are 
working on the formalisation of this institution.

You said you believed the company would 
prosper for a long time. Have you ever 
thought about selling a business?

We have discussed this scenario many times. 
However, every time we came back to the same 
question – «Why?”. If we sell everything and get 
the money, we will again run into a problem – 
how to use what we have. Our business allows 
us to improve people’s lives. We are now in 
great shape and with a good position in the 
market, so I see no reason to sell the company.

Did you or someone in your family 
receive special training in family business 
management? 

Yes, we have learned a lot. For example, we 
all went through a wonderful programme called 
«Families in Business» at Harvard Business 
School with Professor John Ward. One of our 
favourite authors is James E. Hughes Jr. who 
wrote «Family Wealth». We have all read it and 
my mother gave a copy to each of us.

Do you have any established values or 
principles in your family that guide you in 
management?   

It was one of my most important projects in 
the company. Over the years, we have had a 
lot of conversations about values, mission and 
other things. And I decided to deal with it. We 
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conducted a survey among employees, asking 
them three questions: «What is our mission?», 
«What are our values?» and «What is the vision 
of our company?». The survey showed that 
there is no common understanding. For the 
next year and a half, I talked to family members 
and co-workers, trying to develop a common 
understanding. So we came to the «Miller 
Inspiration»: we tried to formalise the mission, 
values and vision and how we communicate 
them to employees – through adaptation 
programmes, training and cultural events.  
It was not that easy because we thought 
through every detail – what words we would 
use and in what order. If your employees do 
not know your mission and values, they cannot 
work according to it. Therefore, mission, values 
and vision should not be abstract, but should 
lead to exact actions.

One last question. You have five children. 
What advice would you give to the older 
generation of owners? How can they bring 
up the necessary qualities and values in 
children? 

I think the most important thing is to respect 
the individuality of the child and not project 
your dreams, desires and expectations 

onto them. On the contrary, you should ask  
the right question: «What do you dream 
about, and how can I help you achieve your 
goals?» Often, people forget that the older 
and younger generations perceive reality 
differently. In my opinion, not losing sight of the 
fact that you would like your children to join your  
family business, you have to show them 
that family is more than a business, and that  
they, in any case, will be part of this bright 
energetic family, part of family history and 
heritage. People often forget that family is more 
than a family business. They start to think that 
the business involves the family. And in some 
cases it happens. So, expand the horizon,  
give your children the freedom of choice.  
Help them in search of their personality,  
their passion, even if it is not what you want for 
them. Even if you do not understand it at all, 
even if you do not agree – accept!

“Expand the horizon, 
give your children 
the freedom of 
choice. Help them 
in search of their 
personality, their 
passion, even if it is 
not what you want 
for them. Even if you 
do not understand it 
at all, even if you do 
not agree – accept!”

Larry and Gail Miller with children

1979
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