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1 Definition of family business

There are different approaches to determine what a family business is. In essence,
it is regarded as an organizationin which the family directly affects the development
and functioning of the enterprise (Wimmer et al, 2004).

The family businesses are usually micro or small enterprises, but in many cases,
dynamically evolving and can become a large company. However, the family values
are usually maintained, for instance in such companies as Wal-Mart, Amway, Ford
Motor or Levi Strauss (Vecsenyi, 2009). and Hungarian example the Zwack, Béres
or Szamos.

A research team commissioned by the European Union (2009) 2007-2009,
involving 33 countries developed a recommendation, which is generally
recommended to implementin the member countries. The family business is defined
as followsThe decision-making power is concentrated in the hands of the company
founders and their relatives
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e Direct or indirect ways to exercise their decision-making power.

e A family member or relative is involved in a formal management of the
firm

e A company registered in the stock market can only be regarded as family
business if 25% of the stocks are owned by the funder or his family
member(s) as well as exercises executive power in same proportion

At least two persons of the same family - either owner and / or management member
and / or operations staff should play an important role (Kadocsa,
2012). Furthermore, it is essential that the family has the majority ownership of the
firm. Often the entire family is company employee (Nagy, Ro6z 2005), in which
case the family life is conducted in full cooperation with the company. International
literature defines family business based on four main criterias: family-owned
businesses, family decision-making power, the cooperation of different generations,
and the family holding company. It should be simplified in Hungary, based on the
Hungarian economic relations the most family business are "husband-wife" type of
company. These companies usually have no successor. (Csakné, 2012a)
International research in the European Union shows that the 70-80% of the
companies are family businesses. These companies provide 40-50% of the jobs.
Typically, most of them small enterprise. (Csakné basis Mandl, 2012b). Overall, it
can be stated that the family businesses have dominant economic power.

2 The importance of strategic approach

The development of corporate strategy is required for all businesses. The most
effective long-term objectives are written down. Micro and small enterprises often
plan only in the head. In companies of the SME sector, strategies randomly happen,
rather than being developed consciously. (Salamonné,2000.) The leader's
personality affects the development of corporate strategy. An overall strategic
approach is essential, because the leader observes the corporate and market events
through it. Every leader and family has a vision of the company. This vision must
be clear and well expressed in order to clarify the goal. The vision is based on the
leader's conscious thinking and experience. The corporate mission is based on the
demands of both the family and the firm. The mission is to determine the identity,
andidentify the profile of the company, its markets, its customers, its market
position and core values. The mission of the company is entitled to show how to
achieve the vision. (Vecsenyi, 2009)
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3 Strategic oppotunities for family businesses

The preparation of the strategy is always preceded by a situation assessment. As the
best known and most popular method is SWOT analysis. Alternatively, the STEPP-
analysis. The analysis should carefully examine the internal features and external
business environment. The company's strategic potential is determined on this basis.
Then strategic alternatives can be developed that are available to the decision maker.
This process is shown in Figure 1

Assessing the strategic potential

internal features ———— <——— external environment

Consideration of strategic priorities

Selecting strategic direction

Overview of Basic Business Strategy

_ <« taking into account
the specific business situation

take into account
the advantages of family business

Proposing strategic alternatives

Final decision on the strategy

Figure 1
Strategy selection process
source: Carlock, Ward, 2006, 208. o.

The strategic priority is the broader interpretation of the strategy which can be of
three types:

1. Keeping: strong companies with a strong market competition.

2. Development: mid-strong companies with a mid-strong market
competition.

3. Restarting: weak companies with a weak market competition.
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After that, the strategic priority is determine according to the appropriate strategic
direction. The strategic directions group the business strategies, as shown in Figure
2.

7. innovation

1. exploitatipn 2. nethinking

— |

Favorable 3. expansio 4. survive|

Environment /_\

5. disinvestment
%;odus

Company Facilities

Figure 2
The strategic potential and the strategic direction
Source: Carlock, Ward, 2006, p 211.

The management choose from the remaining alternatives. The owners eventually
decide. This process in a family businesses is often informal, and being discussed
during family “cap councils," or family meals.

92



A. Bogith
Family Businesses and the Strategic Opportunities

4 The necessity of synchronizationof family and
business strategies

The family and the business are fundamentally different organizations. The key
differences are summarized in Chart 1.

iy sandpoint ———eotorprie |

consumer unit production
justfree dinner no free
love main value profit
based on birth hierarchy organizational
morality culture organizational
partner-focused role consumerism
privilege based on birth succession professionalism and

contract based
trust relationship contractual
among family members focus task
relations

Table 1.

The family and the firm's core values contradictions.
Source: Toth-Bodasné based on Szirmai-Mihalkov-Szakacs, 2014

These conflicts should be aligned in a family enterprise. In order for the company
to function well and for the family not see this damage, it is nesessery to consider
both areas collectively. The leader has to pay attention on both’s needs, values, and
purposes. A possible solution for above might be the implementation of parallel
planning process. (Ward; 2011)

5 Parallel planning process (PPP)

The PPP define the family plans and business plans together. The development of a
corporate strategy is carried out in accordance with the vision of the family. The
mutual plans are based on family values. These standards shall be incorporated into
the company's business philosophy. It is important to develop the strategic thinking
of the family and the leadership. The determination of short-term and long-term
goals are important in both areas. As seen in Figure 3.
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FAMILY BUSINESS

Business

Common vision
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Figure 3
Family and business plan
Source: Carlock, Ward, 2006, 33. p.

Lindow (2010) asked 171 German family businesses in his empirical research. He
found that strategic planning is influenced by the family. The planning process must
be carried out from both points of view; the family and the business.

5.1 Planning from the point of view of the family

Strategic planning of family business has key components regarding the family such
as (Carlock, Ward; 2006) commitment of the family members, family values,
business philosophy, and family vision.

The commitment of family members show what how attitude of the members is
related to the business.

Commitment stands of the following components:

e Faith and identification with the company's goals
e Active support of the company,
e Desired relationship with the company

The competitive advantage of family business is that the participants are committed
totheir mutual venture. Their work is carried out perfectly, because they work for
themselves and their family. If the commitment is strong, then the goals can be
easily achieved.
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The phrasing of the family values helps to strengthen the commitment. The
development of family values is essentially the responsibility of parents. The kids
take over and carry on with the standards. The values related to family business may
be: mutual help, support, cooperation, social intercourse, career, prestige, material
well-being, taking responsibility. All this should be extended to the firm. If
necessary, specific standards may be set dealing with corporate matters.

There are three family philosophies, which are as follows:

1. Business comes first
2. Family comes first
3. Balance of Family and Business

Setting up a family vision gives meaning to a commitment to the family business,
and helps the family to work together as a team.. Members are aware of the goals
built on family values and the members can explore how can they contribute to the
success of the others. The family's vision shows the family see themselves within 5
- 10 years from now, what kind of role the company will play in their lives. Family
planning is also important. It is necessary to point out that having children in the
family should happen when the time is right and is in tone with the business.

Interaction of the above components shown in Figure 4.

family
commitment

*
family
vision
7~ family

family value an
philosophy

system

FAMILY STRATEGY

Figure 4
Family Strategy
Source: own editing based on Carlock, Ward, 2006
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5.1.1  Succession planning

The issue of generational change is a key problem in many family businesses. The
change of political system provided a great opportunity to launch an enterprise in
Hungary. Family businesses founded in these years reach the age of 20-30 years,
when the time is appropriate for the change in leadership. (Laczko, 1997)

The succession of business requires thoughtful planning. The successor shall be
included in the company's life as soon as possible. The main venue of socialization
is the family, where children learn the attitude towards the world. If they see that
the family has an integral part in the business, then it will be perfectly natural part
of their environment.

The smooth change of generations is the interest of both the family and the business.
53,2% of surveyed family entrepreneurs had succession plan in according to the
research of Csakné (2012.a). Forsight is very important here, becauseone of the
competitive advantages of a family businesses is the attitude with towards keeping
itin the family’s hands. This attitude creates an intimate, familiar ambient, and helps
to build trust with the customers (Nagy, Rodz, 2005)

5.2 Enterprise planning

The following elements should be considered durint the strategic planning of an
enterprise  (Carlock, Ward; 2006): management’s strategic commitment,
management philosophy, vision, goals and opportunities.

Leaders should be committed towards both the company and the family. The leader
must be fully devoted to the business. The strategic commitment is influenced by
many things including the organization’s life cycle, the organization itself, and
family development.

First and foremost, the leader’s job is to form the management philosophy.
Fundamental questions must be answered on the level of risk management, what is
the amount of sacrifice the management is willing to make for the company, and on
what way will it be connected to the family. The latter issue is pivotal because if it
is not inconsistent with the family's expectations, the common future becomes
questionable. The vision should calculate on the involvement of family members in
the business.

The business vision should clarify the construction of short and long-term plans. It
is worth considering the prospects for growth, industry development trends, market
expansion opportunities. All of these shall be in accordance with the family vision.
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The "goals and options™" mean to realise the business vision. The long-term goals
give us a picture of the future operation of the organization. They help to develop
family commitment, facilitate the assessment of the management.

Effects on the mentioned components have on each other, shown in Figure 5:

strategic
commitment

@
company
vision
Long-term -~ qudership
plans philosophy

COMPANY STRATEGY

Figure 5.
Company Strategy
Source: own editing based on Carlock, Ward, 2006
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6 Conclusion

I would like to present the PPP of family business with a simple diagram
(Figure 6).

Family business strategic plan

FAMILY COMPANY
STRATEGY STRATEGY

Figure 6
PPP of family business
Source: own editing

The coordinated planning of both the family and the company is very important to
the majority of family businesses. The risk is higher in a family firm, as they don’t
only invest material goods in the company, but family relationships as well, which
may lead to high conflict situations, and enormous emotional impacts. The PPP is
essential because of the additional risk of jeopardizing family relationships. The
extra yield comes with additional risks. This is typical for a family firm. If you
manage to establish the right balance between the company and the family, the
result will be an efficient organization where everyone is fully committed.
Typically, external employees become symbolic family members in a well-
established family businesses, ensuring his full commitment. (Vecsenyi, 2009)

One should play special attention on succession planning, which can ensure the
continuity of the business. Among the SME family business, IT support planning
and the development of a controlling approach are very important, which can help
the company to prosper and grow.
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