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Thanks to Sylvain Daudel of Stetson University for adding to
several provocative FFI Practitioner articles on the topic of
generational transition! He argues that the paradigm is wrong —
it's not about longevity but about value creation.



Mary, | am sorry!

| had just arrived at Stetson University and, after reading a press release draft about my appointment, |
wrote back to Mary, our Media Relations officer, questioning the sentence: “Unfortunately, less than 30%
of family-owned businesses make it to the second generation, and only 12% make it to the third generation.”

| knew it was the generally accepted ‘unfortunate truth; but felt it was ‘bad news’ that would taint the
overall message. Moreover, | know | was reacting against this widespread habit to present a negative
comment to elicit a stronger emotional response.

Mary tried her luck in another press release after Christmas: "It is estimated that 80 to 90% of all
businesses in North America are family-owned, managed or controlled. However, less than 30% make it to the
second generation, and barely 12% make it to the third generation.”

This time around, | answered in a less than friendly fashion stating that we “do not need the negative
sentence about family businesses that do not survive” And again, | felt | had some very good reasons to
ask her to strike this out: it was a press release presenting some good news about our work at the
Family Enterprise Center, and we did not need the negative sentence about the anti-survival of family
firms.

Mary, you are right!

| commented on this exchange with colleagues, students, friends, family business owners, and
ultimately, my wife and daughters. And they all said that | was downright wrong. When it is the truth,
let’s tell it as it is, they said!

| actually start many classes on family-owned enterprise like this. | tell students about the superior
performance of family firms, and we Llist some of their strengths in terms of identity and values, long-
term view in decision-making, strategic flexibility, sustainability, commitment to continuity, patient
capital, retention of employees, reputation, and financial prudence... and... | end the optimistic streak
with the famous curse concerning the collapsing rate of family firms: 88% of them collapse before being
passed on to the third generation.

And, by the way, we make it even more universal when we list some sayings from around the world,
telling the same story about family enterprises:



‘Generations pass while some trees stand, and old families last not three oaks.”
“Pai Rico, Filho Nobre, Neto Pobre.

“Erwerben, Vererben, Verderben."

“Padre Bodeguero, Hijo Millonario, Nieto Pordiosero.”

“Férvérva, Arva , Férddrva.”

“La premiére génération la crée, la deuxiéme la developpe, la troisiéme la tue.”
« BITT=1»

...efc.

They all are variations of the classical “From shirtsleeves to shirtsleeves in three generations” Even
Shakespeare warned us: “The children of the children are indifferent.

Mary, let me explain!

Some scholars have previously questioned the derogatory

SIDEBAR

comment about family firms survival rate - “barely 12% make it" —
as well as how delusional it is to try and compare it to non-family
owned companies, and assess whether 12% is good or bad.

When we talk about two generations, we implicitly take the firm to

“Evolution in its 50th birthday (a generation is usually counted as 25 years). How
Thinking About many non-family owned firms are able to celebrate their 50th? And
Generational the answer is very few.

Transition in

Family Suppose we take the world of start-ups as another example. They
Enterprises” also tend to have a short life expectancy whatever reliable’ source
by Pramodita of information you take:

Sharma

Former EBR editor « Some generally accepted ‘unfortunate truth’ about start-ups tells

us that a high percentage — between 80% and 90% - of them
fail.
« Another survey calculates that more than half of small

Pramodita Sharma
puts the oft quoted
30-13-3 statistic on

. . businesses fail in the first four years.
family enterprise

longevity into its Again, the idea is not to compare - we already said that it is
historical context almost impossible — but to ask a question: When you launch a
and provides new start-up, are you competing for endurance or for winning
thinking and customers over? My own answer to that question is that an
research on how to entrepreneur’s interest is primarily to keep busy satisfying a
understand and customer’s need. If the company were lacking the support of
plan for customers, why would you aim for keeping it alive?
generational

transitions in family My point is that longevity is not the metric you want to use to
enterprises. distribute awards in start-up land.

READ MORE



"IN MY SENSE, THE FAMILY COMPONENT IS THAT IN A
WORLD THAT HAS BECOME MORE COMPLEX, MORE
GLOBAL, MORE COMPETITIVE, AND MORE UNCERTAIN,
FAMILY BUSINESSES REMAIN AMONG THE FEW
INSTITUTIONS THAT STILL SUCCEED IN TRANSMITTING
POSITIVE VALUES.

Mary, let’s talk again!

In business in general, we are not competing for longevity, we are competing for value creation. Now,
because we are talking about family firms, we may want to attach a family component to the
performance metric. Why would longevity be the right performance metric to add in the world of family-
owned businesses?

| think the main reason comes from a mix-up between long life and long term. Less enslaved or bound
to quarterly numbers than their publicly-owned counterparts, family businesses can indeed think longer
term, and some actually do to continue creating value for their market. However, this is not yet the
family component we are looking for.

In my sense, the family component is that in a world that has become more complex, more global, more
competitive, and more uncertain, family businesses remain among the few institutions that still succeed
in transmitting positive values.

This is why | would urge the Mary's of this world to change their paradigm and try the following:

‘After three generations, close to 12% of family-owned businesses continue to successfully create value and
transmit positive values.”

| understand it is a positive message that may be weaker in media relations terms, but it may convey
more insight than the previous onel

Mary, make this one stick!
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Related Articles

If you enjoyed this article, view the related articles that put the pursuit of longevity in family businesses
into new perspectives.

“Family Business Longevity - A Flawed Quest?” by
Asher Noor

“Family Advantage: Why all the doom and gloom”
by Lloyd Steier
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