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The History of Family Business, 1850–2000

In this new textbook, Andrea Colli gives a historical and comparative per-
spective on family business, examining through time the different relation-
ships within family businesses and among family enterprises, inside differ-
ent political and institutional contexts. He compares the performance of
family businesses with that of other economic organisations, and looks at
how these enterprises have contributed to the evolution of contemporary
industrial capitalism. Central to his discussion are the reasons for both the
decline and persistence of family business, how it evolved historically, the
different forms it has taken over time, and how it has contributed to the
growth of single economies. The book summarises previous research into
family business, and situates many aspects of family business – such as
their strategies, contribution, failure, and decline – in an economic, social,
political, and institutional context. It will be of key interest to students of
economic history and business studies.
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of Italian small business (I volti di Proteo, 2002).



New Studies in Economic and Social History

Edited for the Economic History Society by
Maurice Kirby
Lancaster University

This series, specially commissioned by the Economic History Society, pro-
vides a guide to the current interpretations of the key themes of economic
and social history in which advances have recently been made or in which
there has been significant debate.
In recent times economic and social history has been one of the most

flourishing areas of historical study. This has mirrored the increasing rele-
vance of the economic and social sciences both in a student’s choice of ca-
reer and in forming a society at large more aware of the importance of these
issues in their everyday lives.Moreover, specialist interests in business, agri-
cultural, and welfare history, for example, have themselves burgeoned and
there has been an increased interest in the economic development of the
wider world. Stimulating as these scholarly developments have been for the
specialist, the rapid advance of the subject and the quantity of new pub-
lications make it difficult for the reader to gain an overview of particular
topics, let alone the whole field.
New Studies in Economic and Social History is intended for students

and their teachers. It is designed to introduce them to fresh topics and to
enable them to keep abreast of recent writing and debates. All the books
in the series are written by a recognised authority in the subject, and the
arguments and issues are set out in a critical but unpartisan fashion. The
aim of the series is to survey the current state of scholarship, rather than to
provide a set of pre-packaged conclusions.
The series has been edited since its inception in 1968 by Professors

M. W. Flinn, T. C. Smout and L. A. Clarkson, and is currently edited
by Professor Maurice Kirby. From 1968 it was published by Macmillan
as Studies in Economic History, and after 1974 as Studies in Economic
and Social History. Since 1995 New Studies in Economic and Social His-
tory has been published on behalf of the Economic History Society by
Cambridge University Press. This new series includes some of the titles
previously published by Macmillan as well as new titles, and reflects the
ongoing development throughout the world of this rich seam of history.

For a full list of titles in print, please see the end of the book.



The History of Family Business,
1850–2000

Prepared for the Economic History Society by

Andrea Colli
Università Commerciale Luigi Bocconi, Milan



  
Cambridge, New York, Melbourne, Madrid, Cape Town, Singapore, São Paulo

Cambridge University Press
The Edinburgh Building, Cambridge  , United Kingdom

First published in print format 

-    ----

-    ----

-    ----

© The Economic History Society 2003

2002

Information on this title: www.cambridge.org/9780521800280

This book is in copyright. Subject to statutory exception and to the provision of
relevant collective licensing agreements, no reproduction of any part may take place
without the written permission of Cambridge University Press.

-    ---

-    ---

-    ---

Cambridge University Press has no responsibility for the persistence or accuracy of
s for external or third-party internet websites referred to in this book, and does not
guarantee that any content on such websites is, or will remain, accurate or appropriate.

Published in the United States of America by Cambridge University Press, New York

www.cambridge.org

hardback

paperback
paperback

eBook (EBL)
eBook (EBL)

hardback

http://www.cambridge.org
http://www.cambridge.org/9780521800280


Contents

Introduction page 1

1 Family business: nature and structure 6
In search of a definition: quality and quantity 8
Changing perspectives on family firms 22

2 Geographical, sectoral, and dimensional
distribution of family firms 27
Stages of the industrialisation process 28
Industry typology 32
Financial systems 34
Institutional framework 35
Culture 41
Families, firms, and ideologies 45

3 Family firms in the era of managerial enterprise 49
Which role for family firms? The traditional
view 50

Which role for the family firm? Toward a new
perspective 58

Old problems, open questions: leadership
succession, corporate governance, and path
dependence 65

4 Conclusions 73

Bibliographical essay 77
Bibliography 85
Index 98

v





Introduction

This book focuses on family business in historical and comparative
perspective. Itsmain aim is to examine through time the evolution of
family businesses against varying political and institutional contexts,
and to evaluate the performance of family firms in comparison with
other forms of business organisations. The ultimate aim is to high-
light the contribution of family firms to the evolution of contem-
porary industrial capitalism. Today, the concept of family business
has partially lost its association with the negative notions of back-
wardness, paternalism, primitive technology, simple organisational
structures, and commercial and distributional weakness. Despite
the competitive advantages accruing to capital-intensive industries
from technology, scale and scope economies, horizontal and vertical
integration, and the enlistment of professional managers, since the
early 1970s the evolution of knowledge-based industries has empha-
sised the role of small and medium-sized family businesses. Even if
globalisation substantially reaffirmed the key role of the large cor-
poration (Chandler and Hikino 1997: 50ff.; Chandler 1997: 83ff.),
the family enterprise has persisted – dynamic, specialised, inno-
vative, flexible, and adaptive to a rapidly changing environment,
firmly rooted in regional, often local, entrepreneurial communities,
and present in world-wide markets.
This renewal of interest in the virtues of family firms has been

accompanied by a growing volume of theoretical and empirical re-
search; the relevance of such firms to the wealth of the nation is illus-
trated by a growing number of MBA courses in European business
schools that address the various aspects of family business man-
agement (Corbetta 2001). Likewise, consultants are increasingly
specialising in the field. Since 1988, the Family Business Review has
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published quarterly issues on almost every aspect of the topic, both
from a theoretic and an empirical perspective. In 1984 and 1990,
respectively, two groups were founded: the Family Firm Institute
(FFI) in the USA, and the Family Business Network (FBN), as
its European counterpart. The FBN holds an annual conference
summarising the results of academic research in the field.
The overlap between the firms and the family has encouraged

analytical contributions from various other academic disciplines,
principally sociology, psychology, and other behavioural sciences
(2001).
From the historian’s standpoint, the issue of family business is

anything but new. While the changes in the perception and status
of the subject suggest a number of issues (which this book will try
also to summarise, bymeans of a critical discussion of the literature)
for those who evaluate the past, the study of family enterprises offers
significant contributions to the understanding of both national and
international economic systems.
First of all, the contribution of family businessmust be analysed in

the long run, i.e., across the three industrial revolutions, examining
to what extent a relatively high presence of family firms in a capi-
talist industrialised country is an advantage – or a disadvantage –
for a country’s economic system. A second relevant issue concerns
the relationship between a firm’s size and its ownership and orga-
nisational structure; this topic involves as well the controversy re-
garding the (assumed) direct relationship between poor market per-
formance and family-based ownership and organisational structure.
A further relevant point concerns the similarities and differences

among various models of family firms, as well as the evolution of the
family-controlled company following the radical changes in technol-
ogy and markets since the first industrial revolution. The different
roles and outcomes of family business enterprises must be evalu-
ated by considering the nature of the production process and the
overall sector. That is to say, the investigator must discriminate be-
tween commercialisation, finance, and manufacturing, and, inside
the latter, between scale and capital-intensive industries on the one
hand and traditional businesses, as well as innovative specialised
suppliers, on the other.
These issues will run through the entire discussion of this book,

which is divided into three chapters. In the first, ‘Family business:
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nature and structure’, the definitions of ‘family business’ used by
economists will be discussed in an attempt to offer a flexible con-
ceptualisation of the family firm, stressing also its persistence in
modern economies.
The following chapter, ‘Geographical, sectoral, and dimensional

distribution of family firms’, will analyse the variations in the inci-
dence of family firms inside the most advanced industrialised coun-
tries, including also the case of recently developed areas like East
Asia and Latin America. The distribution of family firms by in-
dustry and by size is clearly influenced not only by technological
forces, but also by national cultural patterns, which will be taken
into account. The chapter also analyses the determinants of family
businesses’ vitality through time. Institutional factors are taken into
consideration. These are both formal and informal and are influ-
enced by a country’s dominant culture which may be favourable
or hostile to family firms. The structure of financial markets is an-
other essential element in understanding the enduring success of
family enterprises, especially where alternative sources of finance
(banks and, above all, stock exchanges) are considered. Likewise,
the legislative framework as well as a government’s economic poli-
cies toward the economy have enormous impact on family firms.
This is especially true in the presence of networks of interest in-
volving the policymakers and the most important entrepreneurial
families – the intensity of such networks varying considerably in
different national cases.
The last chapter, ‘Family firms in the era of managerial enter-

prise’, discusses the impact of the changes in technology andmarket
structures characterising the second and third industrial revolu-
tions on family firms, focusing especially on the different versions
of the Chandlerian model of evolution of the large modern man-
agerial corporation. In this section the problem of the introduction
of managerial hierarchies into family-controlled enterprises will be
examined, highlighting the different experiences in various national
contexts. A persistent identity of ownership and control in mod-
ern industries inevitably raises a problem of corporate governance
and efficient allocation of resources that will be discussed as well.
In the same chapter, the persistence of family firms inside modern
economic systems will be analysed in the light of the transaction
cost theory, looking at family firms as intermediate organisational
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structures between bureaucracy and the market. In this perspec-
tive, family business can be seen as the optimal solution, even
in scale-intensive industries, when the managerial enterprise faces
high transaction and agency costs in a hostile environment. Con-
versely, the persistence of family business can have a negative out-
come: the absence of a corporate governance system inhibits the
potential for strategic, technological, and organisational innovation;
and the problem of leadership succession is chronic. Finally, the
extensive use of family-based business networks in the emerging
economies of East Asia and Latin America, in both production and
distribution, will be examined as a possible confirmation of the es-
sential role played by family firms in sustaining the take-off and the
first phase of industrialisation.
Given the relevance of family business in both a political and

economic perspective, a large amount of data is now available on the
diffusion and the relevance of family business in different economies
throughout the world. However, it is difficult to assemble compara-
ble data, given the diverging definitions of family business adopted,
reflecting a single country’s history and culture. In this volume I
will not draw an up-to-date quantitative picture of the presence
of the family business in the developed economies: the data will
be only partially used to highlight single aspects of more general
issues.
This book is not a defence of the family business as the best way

possible to organise an economic activity, where the ‘human’ and
the ‘rational’ are mixed in a protective environment and the indi-
vidual can best develop his/her talents and aptitudes (Schumacher
1973). It is not necessary to stress the evidence showing that family
firms are the scenes of labour exploitation, of paternalistic and con-
servative labour relations, and where the individual can be subject
to abusive discipline and control that can seldom be found else-
where. Family firms are sometimes the opposite of a creative and
innovative environment: largely path dependent, they avoid innova-
tion and change as well as growth exceeding the family’s resources
and management capacity. It is not easy to maintain that family
firms are superior to other forms of economic organisation, for in-
stance in capital-intensive or research-intensive industries, where
large managerial public companies dominate (Casson 2000: 198,
216). Equally, it is impossible to maintain the overall inferiority and
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inefficiency of the family firm – especially where, for instance, spe-
cialised or artisanal products are considered, or when the economic
activity takes place in a turbulent environment with scarce informa-
tion or without the guarantees present in a market-oriented society
that safeguards private property.
The aim of this book is simply to review, even if only partially,

the growing and often disparate homogeneous research on family
business. A further goal is to give an idea of the historical evolution
of this particular form of business organisation, its contributions to
the economic growth of single economies, the reasons for its decline
and also for its persistence, and the different forms that it takes over
time depending on various business cultures and institutional envi-
ronments. The outcome of this review should help those who are,
for different purposes and from different perspectives, interested in
this subject to identify the action, the strategies, the contribution
as well as the failure and decline of family firms. The analysis is
presented within a particular, historically defined economic, social,
political, and above all institutional context. It is not sufficient to
consider the family firm as a subject of study in abstract terms, as re-
cently suggested: ‘The impact of [entrepreneurial] behaviour upon
the performance of the enterprise is mediated by the institutional
environment in which the firm operates. In some environments the
family firm is favoured, and in others it is not. Changes in the en-
vironment across industries and countries, and over time, explain
the varying fortunes of the family firm’ (2000: 204). Whilst it is a
useful exercise to evaluate the contribution of family firms to eco-
nomic growth and welfare, it is also important to contextualise the
experience of family firms. This will at least prevent us from think-
ing of family business as a form of productive organisation suitable
only for small and medium-sized firms, and as the same ‘at every
time and in every place’ (2000: 201), two mistakes quite common
among both economists and historians.



1
Family business: nature and
structure

Despite its relevance, a useful definition of the family firm is elu-
sive. By contrast, the large, managerial enterprise shows very well-
defined features. It first appeared in manufacturing in the United
States between the 1870s and the 1890s and was stimulated by
pervasive waves of technological innovation in transportation and
production, which are usually labelled ‘the second industrial revolu-
tion’. It spread into capital-intensive industries – mostly chemicals,
electrical products, transportation systems, petroleum refining, pri-
mary metals, some branches of the food and beverages industry,
cigarette making, and several others (Chandler and Hikino 1997).
The dimensional growth and the complex activity linking produc-
tion and distribution triggered an organisational revolution as well;
the relatively simple structures employed during the first industrial
revolution evolved into the much more sophisticated U- and M-
forms of organisation. These management structures were crowded
by salaried low, middle, and top managers, more and more au-
tonomous from the property and from the founder’s family, accord-
ing to the growing specialisation of their roles. AlfredChandler put it
best:

Salaried managers’ specialised knowledge and their firms’ ability to gener-
ate the funds necessary for continued expansion meant that they soon con-
trolled the destiny of the enterprises by which they were employed . . . In the
large, multiunit enterprise . . . salaried middle managers, who have little or
no share in its ownership, have come to be responsible for co-ordinating the
flow of goods and supervising the operating units.

(Chandler 1980: 12–13)
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Displaced frommiddlemanagement, the owners soon also lost their
role at the top of the firm. As the growth of the corporation de-
manded more investment and financial resources, the shift from
personal, family capitalism to financial capitalism, where bankers
and other financiers shared top management decisions, occurred
(1980: 13). In the end, however, given the growing complexity of
the activities undertaken by the new, modern enterprises, the man-
agers themselves were ultimately responsible for resource allocation
and the most relevant strategic decisions. Quoting Chandler again:

No family or financial institution was large enough to staff the managerial
hierarchies required to administer modern multiunit enterprises. Because
the salaried managers developed specialised knowledge and because their
enterprises were able to generate the funds necessary for expansion, they
ultimately took over the top-level decision making from the owners or financiers or
their representatives [who] rarely had the time, the information or the depth
of experience to propose alternatives; they could veto proposals, but they
could do little else . . . Family members, as a result, soon came to view their
enterprise, as did other stockholders, from the point of view of renters; that
is, their interest in the enterprise was no longer in its management but rather in the
income derived from its profits. Firms in which representatives of the founding
families or of financial interests no longer make top-level management de-
cisions . . . can be labelled managerial enterprises.

(1980: 13–14; emphasis added)

These changes in the ownership structure of the large corporations
are documented in the well-known research presented at the be-
ginning of the 1930s by Berle and Means (1932). They presented
clear (if partially criticised – see Burch 1972: ch. 1) evidence of the
growing separation between ownership and control, as well as of
the fragmentation of stock ownership which determined the birth of
the so-called ‘public company’. The radical transformation brought
about by this new actor in social and political life does not need to
be emphasised. Neither does its impact on the intimate structure of
nations, and the revolution that occurred in the field of economic
science subsequent to the emergence of oligopolistic and multina-
tional corporations (see Galbraith 1967).
With the rise of themanagerial corporation, the transformation of

the industrial enterprise spread all over the world, bringing about
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a revolution in nations’ competitive advantage (in a few decades
the USA and Germany surpassed the world leader, Great Britain,
in both GNP and international trading) (Elbaum and Lazonick
1986:9ff.). It also triggered the birth of some first movers able to
establish enduring success in their fields and to gain long-standing
leadership in national and international markets (Chandler 1990a).
In this way, the modern business enterprise can be defined as ‘an
economic institution that owns and operates a multiunit system
and that relies on a multilevel managerial hierarchy to administer
it’ (Daems 1980: 203–4). Implicitly, this kind of organisation can-
not be owned and controlled by a family (DobkinHall 1988).Much
more relevant is the fact that ‘when this definition is accepted, the
study of the modern firm becomes a study of when, where, and why
business hierarchies were established to manage functional and ver-
tical integration, with a resulting increase in aggregate concentration
of assets’ (Daems 1980: 204).

In search of a definition: quality and quantity

Contrary to the relatively easy definition of big business and of the
modern managerial corporation, it is not as simple to delineate the
boundaries and features of the family business, even from a ‘resid-
ual’ perspective. To begin with, the family firm is a form of pro-
ductive organisation whose origin is impossible to locate precisely
in place or time. Family firms were in the absolute majority during
the first industrial revolution, as well as in the pre-industrial pe-
riod, going from the urban artisan’s workshop to the famousMedici
Bank, investigated by Raymond De Roover (De Roover 1963),
to the sophisticated commercial and trading company of Andrea
Barbarigo, ‘Merchant of Venice’, and the sibling partnerships com-
mon in the same period among the merchants of the Adriatic Sea
Republic (Lane 1944a and 1944b). The family firm is now the back-
bone of a significant number of recently industrialised economies,
and still a lively presence in the ‘old industrialisers’, as well as in a
large number of sectors, from the labour-intensive and craft-based
to specialised suppliers.
The presence of the family firm inside a certain economic sys-

tem is largely – if not completely – due to asymmetric informa-
tion, a turbulent environment, and a legal system unable to secure
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and enforce property rights. Today, at least in advanced Western
economies, the firm operates in a much less hostile environment
than in the past (Cassis 1997: 123; Casson 2000: 205). However,
the ‘classic’ family firm – in which property and control are firmly
entwined, where family members are involved in both strategic and
day by day decision-making, and the firm is shaped by a dynastic
motive – is still a reality in almost all of the advanced economies,
even those, such as the USA, that have been called the ‘seedbed of
managerial capitalism’.
From the perspective of managerial capitalism, it is theoretically

possible to suggest a definition of the family firm based upon its
size, whatever its measure. In this manner, the family firm should
be considered as only one of the initial stages in the life of the
enterprise, following the start-up period and preceding the public
company phase (for a synthesis, see Dyer 1986: 4–5). Family firms
in this model are generally small and medium-sized; slow growing;
characterised by ‘flat’ organisational structures and internal succes-
sion patterns; relying upon self-financing or on local, often informal
credit sources and avoiding stock-market finance; implicitly back-
ward from the perspectives of production technology and labour
relations; and less profitable than managerial ones. This is the usual
perspective suggested by traditional economics (for a summary, see
Casson 2000: 205–6). A considerable amount of evidence demon-
strates, however, that, on the contrary, it is possible to find many
examples of dynamic, large, and profitable family firms. In these
examples, the traditional characteristics of proprietary capitalism –
paternalism, dynastic motives, internal succession patterns, high
dependence on local production systems – successfully mix with rel-
atively ‘modern’ features of capital markets – internationalisation,
technology utilisation, and so on. This is, for instance, the case with
a large number of medium-sized and relatively large Italian family
firms, well-known corporations in traditional as well as specialised
industries such as Benetton, Luxottica, Ferrero, Natuzzi. They are
active world-wide and rely on international financial institutions at-
tracted to their high profit ratio. Incidentally, this had also been the
experience of a number of first movers in almost all the European
countries during the first half of the twentieth century, when the
second industrial revolution spread all over the continent (see
Dritsas and Gourvish 1997 and Cassis 1997). In his contribution to
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Managerial Hierarchies, Leslie Hannah points out that it is very
difficult to demonstrate that British family firms, also in capital-
intensive industries, were less efficient than managerial ones, stress-
ing the need for a less deterministic perspective in evaluating the
relationship between the ownership structure and the general per-
formance of the enterprise (Hannah 1980: 52ff.). While exploring
the issue of organisational innovation, Terry Gourvish points out
that the conservatism of British entrepreneurship before the 1960s
is only partially connected to family persistence. Equally significant
was a more general ‘clubby, gentlemanly approach to such elements
as management recruitment, staff development, and the application
of organisational science to business’ (Gourvish 1988: 41). In the
well-known case of the glassmaking firmof Pilkington, for instance –
cited by Alfred Chandler in Scale and Scope as a powerful example of
the ‘familialism’ characterising British business (Chandler 1990a:
592) – it is true that in 1945 the board considered positively the fact
that Alastair Pilkington (whowas the inventor of the floating process
and thus a powerful resource for the company) was a ‘Pilkington’,
even if his branch of the family had had no connections with that
owning the firm for at least fifteen generations. At the same time, it
should not be forgotten that, as stressed by Theo Barker, the pro-
cess of managerialisation and the co-optation of non-shareholder
directors had started at Pilkington’s between the world wars (Barker
1977: 320ff.), and that in the sameminutes quoted byChandler, the
board declared – even if in a very cautious tone – themselves ready
to prepare for the future by accepting truly promising candidates
(1977: 417–18).
It seems in the end somewhat hazardous to suggest an explicit

and direct relationship between a firm’s size and the right form of
ownership.
Likewise, it is also wrong to assume that family firms are in gen-

eral less profitable and consequently less efficient than those run by
managers. There has been a long debate on profitability because the
field research on the subject provides variable results, differing from
time to time, from country to country, and according to the industry
(for a discussion and a brief summary, Hannah 1982: 4–5). There
is a growing amount of research trying to link business performance
to ownership structure but, since it tends to concern well-defined
sectors and/or countries in what is usually a relatively short span
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of time, it is almost impossible to find incontestable results. (For a
general overview, see Neubauer and Lank 1998: 11–12. See also,
among the others, Monsen et al. 1968 on US major corporations
during the 1950s; Burch 1972: 105–6 for the 1960s; Sheehan 1967:
182ff.; Savage 1979: 76ff.; Jacquemin and De Ghellinck 1980 on
France during the 1970s; on the UK, Holl 1975, and Leach and
Leahy 1991; at a ‘micro’ level, for an example of industry com-
parative perspective, see Church 1982. A significant case history
stressing the comparison between a family firm and a non-family
firm is provided by Sluyterman 1997 on the Dutch liqueur-maker
De Kuyper.)
A sectoral criterion does not function adequately, either. In fact,

efficient family firms are found not only in the craft-based, tradi-
tional, and labour-intensive industries, but also in scale-intensive
industries and especially in specialised, customer-oriented indus-
tries. This means that a clear-cut sectoral division is impossible,
even if it is evident that research-intensive activities characterised
by long-term investments are found in large corporations with insti-
tutionalised research and development, while technology-intensive
family firms exist largely in well-defined market niches with a lim-
ited innovative activity. It is easy to maintain that technology and
capital-intensity growth coincide with a decline in the role of family
firms (Yasuoka 1984b: 306). Also in this case, however, it is not
difficult to find examples of family firms committed to innovation
and technological research with considerable capital intensity at the
same level as managerial corporations (Cassis 1997: 131). The sec-
toral typology is crucial; in some cases – for instance, in finance
and insurance – the family firm is still resilient and largely present
(Rose 1995b: xvi and xxv). David Landes provides a telling exam-
ple of the role of family dynasties when high-transaction cost sectors
are concerned. The story of the Bleichröder House from the mid
nineteenth until the second half of the twentieth century provides
an interesting example of the rise and fall of a family firm caused
by the weaknesses of the dynastic motive – as well as a powerful
illustration of the relevance of kinship ties in the early phases of the
life of the enterprise. Landes particularly shows this to be the case
when a crucial asset for the activity is rapid and reliable informa-
tion. The author himself is no supporter of personal capitalism and
suggests that in such cases the advantages brought by the family in
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terms of long-term commitment, know-how, and the cultivation of
trust exceed or at least equal the disadvantages (Landes 1975). The
twentieth-century history of old industrialisers provides consider-
able evidence in this respect. For instance, in the case of France,
Emmanuel Chadeau has demonstrated the enduring presence of
family-owned and family-managed large firms in capital-intensive
advanced industries from the first industrial revolution until the
present (Chadeau 1993).
A point related to this issue concerns the so-called short-

sightedness of the family firm. In this perspective – shared by several
historians such as Payne (1984, particularly pp. 196–7), Landes
(1949), Sargant Florence (1961), and others – the family firm
proves historically to be conservative in its policies of development
and investment and, subsequently, unable to sustain growth and in-
novation, especially in capital and technology intensive industries.
This is particularly the case when large size is concerned (for a re-
view see Church 1993: 20–4; for a general critique of this perspec-
tive based upon historical evidence see Rose 1995b: xiv and xxi).
At the micro level, the lack of commitment on the part of family
firms toward innovation, combined with their short time horizons,
is often associated with the decline of their dominance in capital-
intensive industries. At the macro level, the same phenomenon is
considered among the main weaknesses of a national economic sys-
tem. In this respect Italy provides an interesting example of family
firms’ inability to cope with the new technological and produc-
tive challenges after the Second World War. During the economic
boom of the 1950s and 1960s, some of the first movers in the capital-
intensive industries of the second and third industrial revolutions –
firms such as Lancia in the car industry, Olivetti in electronics, and
several producers of household appliances, for example Ignis and
Zanussi – lost their leadership position and undermined the future
performance of the entire national economy (Pavan 1973; Amatori
1997a: 270ff.).
Notwithstanding these examples, it is clearly wrong, especially

in a historical perspective, to draw conclusions about the inade-
quacy of the family business in sustaining the evolution of an in-
dustrial economy, both during the initial stages of development
and also after (Brockstedt 1984: 261–2; Barker and Lévy-Leboyer
1982: 24; Cassis 1997). On the contrary, some authors, on the
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basis of empirical research, conclude that family-run companies
are not only more profitable but also generally much more profit-
oriented than managerial ones. Further, the inevitability of rapa-
cious appropriation of dividends by a ‘hungry’ family is far from
having been demonstrated (Donnelley 1964: 95; Yasuoka 1984a:
5; Monsen 1996: 26, 28). Likewise, ‘short-termism’ has been con-
sidered a negative feature among large conglomerates, resulting in
the mergers and acquisitions wave of the sixties (Chandler 1994: 6;
Rose 1995b: xvii). In the Italian example, again, a number of well-
managed family firms were able to face the turbulent years of the
economic boom and the following crisis of the 1970s (these were lo-
cated in the already-mentioned household appliances industry and
in the food and beverages and mechanical sectors). Meanwhile,
during the same period, managerial, often state-owned corpora-
tions in technology-intensive industries – ENI in energy and chem-
icals, Montecatini and Edison in chemicals and electricity – were
dramatically unsuccessful.
Another perspective often used in defining family business and

implicitly related to the ‘stages theory’ is that of endurance and
continuity. Implicitly, family business is considered, on average, to
be not very long-lasting. Relatively quickly, in two or three gener-
ations, the entrepreneurial and family firm is supposed to evolve
into a managerial, public company or to disappear, given the dif-
ficulties for the single family in managing a growing and complex
activity. The so-called ‘Buddenbrooks effect’ (the third-generation
dearth of entrepreneurial skills resulting in the decline of the firm)
has been extensively investigated, and the resulting evidence chal-
lenges the ‘three-generations paradigm’ (start-up and early growth,
consolidation, and decline – for an analysis of the stages, see Dyer
1986: 4–5) previously considered as distinctive of family firms
(Barker and Lévy-Leboyer 1982: 10ff.; Rose 1993; Jones and Rose
1993: 5ff.). The recent study by Professor Hidemasa Morikawa
(2001) is an impressively well-documented attempt to demonstrate
the inescapable destiny of the family firm, i.e. the alternatives of
managerialisation or decay. In a chapter which examines ‘family
enterprise in Japan today’, he provides an impressive list of en-
trepreneurial failures due to the refusal to go public, to familialism
and family feuding and to failed leadership succession. AsMorikawa
concludes:
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My persisting view is that future prospects for family enterprises are not
optimistic. The first reason for my rather pessimistic outlook is that suc-
cessful family enterprises . . . are the exception rather than the rule. Also,
even successful family enterprises find it difficult to have continued success
over long periods of time owing to the problem of continually finding and
training new and capable top managers from within the family. The same
problem exists to an even greater degree with less successful family enter-
prises. These two issues . . . strengthen the argument that family enterprises
are intrinsically limited in their future prospects.

(2001: 179)

Even if it is true that family firms evolve generally into managerial
structures, it is not demonstrated that this is the only alternative to
the decline and consequent ‘death’ of the company. The problem
in perpetuating the active presence of the family at the head of the
firm is without doubt the issue of succession. As is well known,
problems of leadership succession arise where the family is not able
to produce adequate leaders to take over the entrepreneurial role
or, on the contrary, where too many of them are involved in the
day-to-day management of the company. A typical and emblematic
‘Buddenbrooks effect’ case study, embedded in a contrast between
different corporate cultures and problems of leadership succession,
is that of the Austrian forwarding house Schenker, known world-
wide (Stiefel 1997). The ‘third-generation effect’, moreover, con-
tinues to inspire novels and case studies – an excellent example is
Levine’s fascinating account of the decay of the House of Barneys
department store chain (Levine 1959). In these cases the family
ownership structure proves, according to its critics, to be weak and
inefficient, and the consequence is stagnation and decline (in gen-
eral, see Barker and Lévy-Leboyer 1982; for evidence see Savage
1979: 10ff.; a well-known, qualitative perspective onEnglish experi-
ence is provided byWiener 1981; this is also discussed in Rubinstein
1993; the evidence provided by single-company histories is
enormous).
According to very recent research, the leadership succession pat-

tern and its effect on the firm’s survival is linked to such a high
number of cultural, institutional, legal, and environmental factors
that care must be taken to avoid dangerous generalisations. In a
well-known section of his Strategy and Structure, Alfred Chandler,
drawing on the Du Pont case, agrees that family firms succeed in
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maintaining their leadership positions when transition is carefully
managed.
Despite the fact that members of the Du Pont family represent

a substantial ownership interest in the company and are present
in its management and policy making, family relationship, quite
obviously, has not been the sole reason for promotion. This restraint
on family prerogative, however, stems from Pierre Du Pont’s delib-
erate rejection, in 1910, of the ‘long entrenched, inherited attitude
that the firmwasmanaged for the family and the family was to man-
age the firm . . . Pierre did appoint family members to senior posts,
but only after they had proven themselves managerially competent’
(Chandler 1962: 64).
In some cases, adequately planned succession and training of new

generations has proved to be an indispensable asset for the firm’s
expansion and prosperity. This is consistent with Mark Casson’s
suggestions about the counter-cyclical behaviour of family firms –
slow to innovate in favourable periods, but benefiting from their
‘cautious strategy’ in times of crisis (Casson 2000: 202).
The chapter has so far presented only a few examples of the dif-

ficulty in defining, from a qualitative perspective, exactly what a
family firm is (Ward and Aronoff 1996: 2). The task is not made
any easier when looking at what are supposed to be more ‘precise’
parameters, such as ownership and control, stock capital property,
number of seats on the board of directors, and so on. Using a quan-
titative perspective is also problematic. The degree of diffusion of
family business in an economic system during a given period largely
depends on the definition of the family firm that is adopted. For in-
stance, according to recent research, at the turn of the twentieth
century family firms were numerically consistent in most European
industrialised countries. In Italy it was from 75% to 95% of all reg-
istered companies, in Spain 70%–80%, in the UK 75%, in Sweden
more than 90%, in Switzerland 85%, in the Low Countries
80%–90%, and in Germany 80% (Neubauer and Lank 1998: 10;
Colli, Perez, and Rose 2000). Similar data obtained from research
on the European small and medium-sized enterprises at the begin-
ning of the 1990s – defining family firms as the enterprises with a
family shareholding exceeding 60%of the issued capital – found that
on average two-thirds of the firms of the sample were family firms
(Donckels and Frohlich 1991).



16 The History of Family Business, 1850–2000

When big business is considered, the data available show a sim-
ilar situation. At the end of the twentieth century 17% of the top
100 corporations, both in the USA and in Germany, were family
firms, accounting for 8% and 12% of GNP respectively. Research
published in 1993 demonstrated that among the top 5,000 major
Dutch corporations, 46% were family-run companies (quoted in
Sluyterman 1997: 106), while in the same period about one-third
of the top 100 Swiss corporations were entrepreneurial or family
firms (Müller 1996: 19). In Italy, the large family firm has been a
permanent feature in the historical evolution of the country’s indus-
trial structure (Bairati 1988; Amatori and Colli 2000). In Italy at
the beginning of the 1980s, 36% of the top corporations (about 170
in the Mediobanca’s ranking), 13% of the capital, 12% of the total
sales, and 15% of employees in the country were family-controlled
(Gennaro 1985). According to some observers, even if the main
corporations were modernising their ownership and organisational
structure, the relevance of family shareholding was still considerable
and far from declining (Chiesi 1986: 434). In any case, nearly 50%
of the top 100 Italian corporations today are family-controlled; a
much more comprehensive sample confirms the diffusion of family
ownership at every level, sector, and dimension (Barca et al. 1994:
ch. 1; Corbetta 1995: 3ff.). In 1980, family firms held the absolute
majority of assets in the Japanese economy (Yasuoka 1984a: 3),
while at the end of the same decade 95% of US companies were
family-owned, and there is no evidence of a decline in this figure
recently, particularly where traditional sectors are considered (Dyer
1986: ix).
These figures need to be carefully qualified. Variations in the

definition of ‘family business’ can bring considerably different re-
sults. One interesting case is that presented in research published in
1972 by Philip Burch (Burch 1972). From the author’s perspective,
Berle andMeans’s findings on the emergence of the big corporation
and the separation of ownership from control are fascinating and
provocative; they are, however, misleading as they are based upon
a too-restrictive definition of family business. Private ownership is
described as holding more than 80% of the voting stocks; majority
ownership is more than 50%; minority ownership is from 20% to
50%. In this way, the two authors neglect to consider a significant
entity: the family firm in American industrial capitalism during the
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twentieth century. According to Burch, the persistence of family
management and control among the top US corporations was still
pervasive well into the twentieth century when a looser definition –
4%–5%minimum capital in the hands of an individual, a family, or
a group of families, and inside or outside presence of one or more
family members on the board of directors – had been adopted. In
1965, among the first 300Fortune-ranked, publicly owned industrial
concerns, only about 41% were under managerial control, nearly
43% were probably family-controlled, and the remaining were pos-
sibly under family control (Burch 1972: ch. 5, and p. 68 for the
data). Figures provided for the 1950s on the 175 largest US cor-
porations suggested that over 50% of them had ‘close relatives or
in-laws holdingmanagement jobs’ in the same company (Donnelley
1964: 96). Adopting the same measure of ownership used by Berle
and Means, by 1963, of the top 200 US corporations, more than
80% were under managerial control, only about 3% were labelled
as ‘majority ownership’, and none could be considered under pri-
vate ownership (Larner 1966). Another interesting inquiry into For-
tune’s top-ranked corporations, published at the end of the sixties
(Sheehan 1967) noted that under a ‘conservative’ definition of con-
trol – ownership of at least 10% of the voting stock by a single owner
or by a family – about 150 out of the top 500 US corporations could
be considered as family firms, concluding that ‘the demise of the
traditional American proprietor has been slightly exaggerated and
that the much-advertised triumph of the organisation is far from
total’ (1967: 179). Again according to Larner (1970), at the begin-
ning of the 1970s – the apex of the so-called ‘American Century’ –
more than one-quarter of the top 300 US corporations were
under family control. A recent report on family firms in the US
economy (Shanker and Astrachan 1996) highlights this point. The
authors provide an interesting taxonomy of mostly reliable statistics
relative to US family firms, stressing the high variability of the re-
sults, not only with regard to the source considered, but also where
different definitions of ‘family firm’ are taken into account. The
definition of family firms is in fact highly subjective and far from
being standardised (1996: 110–11). For instance, in the abovemen-
tioned report the estimated number of family firms present in the
US industrial system varies from more than 20 million (more than
90% of the total of the firms) if a ‘broad’ definition (‘some degree
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of family control’) is adopted, all the way down to 4 million if a
much more restrictive definition (multiple generations involved; di-
rect family involvement in strategic decisions; ‘more than one family
member having managerial responsibilities’) (109–10) is employed.
There is also a considerable difference in GNP contribution (49%
against 12%) and employment (59% of the workforce against 15%).
Yet it is largely accepted as a matter of experience that, where a
relatively large size requires somedegree of separation between own-
ership and control, compelling the owner family to float a part of
the stock capital, the ‘proprietor’ can maintain a de facto control
over the enterprise with a small minority shareholding. This is so
especially where this arrangement is accompanied by other devices
which ‘multiply’ the voting power (for instance, the issuing of shares
with reduced voting rights) or grant stability to the board members
(shareholders’ agreements). This is very common, as the following
sections will describe in much more detail, in some countries where
financial holdings and groups are largely dominant – thanks usually
to favourable legislative frameworks – replacing the mechanisms of
vertical integration. In Italy, for instance, but also in France and
Belgium, historically the major privately owned corporations have
been able, during the second industrial revolution and up to the
present, to raise capital on the stock market while leaving – thanks
to financial holdings, family trusts, pyramidal financial groups – the
power of control in the hands of individuals or families. (On Italy,
see for instance Amatori 1997b, and Bianchi, Bianco, and Enriques
2001; on France, in a historical perspective, Lévy-Leboyer 1984:
214ff., Chadeau 1993: 187, and more recently Fridenson 1997,
who, however, emphasises the pattern of convergence of French
big business toward managerialisation after the Second World War;
and Schröter 1997: 187ff.; on Great Britain, see Kirby 1994.) In
the case of the USA, well into the twentieth century, family con-
trol was possible thanks to similar financial ‘tricks’. For example,
at the end of the 1960s only about 10% of the outstanding shares
of the Ford Motor Company were in the hands of the founder’s
nephews. But they were Class B shares (i.e., with a voting power
of 3,492 votes per share), which granted the Fords control of 39%
of the company. In the case of Du Pont, the family controlled 30%
of Christiana Securities Ltd, which itself was entitled to 29% of
the chemical corporation’s shares (Sheehan 1967: 181). A large
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number of examples can be provided in this respect. Today some of
the most important Italian industrial corporations, including Fiat
and Pirelli, are family-controlled thanks to pyramidal arrangements
and to shareholders’ agreements, and nobody would deny the in-
tense relationship existing between the Agnelli family and the strate-
gic management of the whole group.
It is possible to conclude that in both the qualitative and the

quantitative perspective it is difficult to give a complete and accu-
rate definition of what exactly a family business is. We are in the
presence of the classic ‘concept too many’, i.e., one so wide as to be
necessarily inaccurate, especially in a statistical context. Whatever
the definition given of ‘family business’, it is at best subjective, or has
to be related to a defined context or period. It is possible to make
an almost infinite taxonomy of suitable definitions (for example,
see Neubauer and Lank 1998: 21–2). Today ‘common sense’ iden-
tifies the family firm with a small, labour-intensive unit at the initial
stage of development, while a large number of family-run big busi-
nesses are to be found also in old industrialisers. Economists usually
employ definitions capturing the essence of the phenomenon, im-
plicitly referring to common sense and to well-defined contexts:
for instance, the differences in the economic, legal, and institu-
tional frameworks among, say, Italy, Korea, the USA, and Brazil
will produce a different definition of family business (very similar
considerations are in Rose 1994: 62). To define a family firm in
the USA as one controlled with less than 5% of the voting capital
is really too ‘loose’ a definition, while, thanks to the peculiar le-
gal environment in Italy, the same quota there can be considered
perfectly sufficient to exert control over the firm. The structure of
the board of directors is also relevant, since, in the English case,
even if often coincident, the inside director’s role is legally and for-
mally separated from that of the outside director. In several other
European countries – with the notable exception of the German
two-tier system – this distinction is not valid, and the same board
covers jointly both the outside and inside functions.Given these lim-
itations, in a historical perspective it is probably better to rely upon
a loose definition of the family firm, flexible enough to cover all the
possible situations while also encompassing the changing nature
of the family itself, according to the period and geographical area
considered.
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The family (and the cultural and hence legal concept of ‘family’)
is quite variable too. The European extended families of the early
industrial period were in fact more similar in their economic be-
haviour to their counterparts today in Asia, India, the Far East or
Africa, or to the Italian subcontracting family firm of the industrial
districts, than to the present modern nuclearWestern family. Jürgen
Kocka emphasises, in his studies on the rise of the modern German
corporation, the role of both family and bureaucratic culture in
shaping the structure of the giant corporations (Kocka 1971, esp.
pp. 136ff.). Hence, there are diverse structures to the family firm,
and the need for different definitions. Very broadly, a family firm
presents jointly the three elements of: kin (as defined accordingly
within a particular cultural framework), property (the ownership of
a significant fraction of the enterprise’s capital), and control (au-
thority over the strategic management of the company).
Mark Casson suggests splitting the definition into two parts –

family-owned and family-controlled firms. This means that:

a firm is said to be family ownedwhen familymembers own sufficient voting
shares, or occupy sufficient places on the board of directors, to determine
the appointment of the general manager or chief executive. A firm is said to
be family controlled when the general manager is a member of this family.
The definition of family ownership implies that the ownership of a signif-
icant minority stake by a single family does not necessarily qualify a firm
to be a family firm . . . the stake . . .must be large enough to block any rival
coalition of shareholders. The definition of family control refers to family
members occupying key positions in management.

(Casson 2000: 199)

In this book a similar definition of family business is used since the
key issue is not only ownership but above all that of control. The
power to appoint the chief executive and possibly other components
of the board coincides with the opportunity to manage the firm ac-
cording to a family’s values and culture. From another perspective,
it allows the family to rely upon its own resources – in terms of rep-
utation, knowledge, reduction of uncertainty, and low transaction
costs – to run the business. It is a sufficiently broad and appropriate
notion to describe a non-homogeneous concept like that of ‘family
business’.
The difficulties in finding a viable definition of ‘family business’

and the vagueness of the idea itself – variable according to place
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and time – raises another relevant question, particularly intriguing
for the historian. As described at the beginning of this chapter, the
transition from family firm to professional management has often
been taken for granted, in the sense that it is technologically driven
by the imperatives of scale and scope economies. This created the
belief that, in general, family businesses are scarcely adequate to
contribute to industrial growth in the capital- and research-intensive
industries of the second and third industrial revolutions. In this way
of thinking, the family business was considered as a legacy from a
period where labour intensity, poor communications, and markets
were of large but generally regional dimensions. In this way, fam-
ily business was implicitly considered as appropriate for traditional
labour-intensive industries but unsuitable for scale-intensive ones.
According to this perspective, the convergence paradigm toward
the model of managerial capitalism was in some senses unavoidable
and, above all, almost self-imposing (Rose 1995b: xv). On the con-
trary, however, the history of family business demonstrates that the
transition to the model of managerial capitalism has been generally
slow and variable according to place and time. Meanwhile, in the
big, capital-intensive corporations typical of the second and third
industrial revolutions, families and dynasties have continued to play
a significant role (Gourvish 1988: 34; Cassis 1997: 123). As Leslie
Hannah has stressed:

Familymajority shareholdings (and quite smallminority interests, which, in
a corporation with otherwise widely-depressed shareholding, may be suffi-
cient for voting control) have been found to survive more widely than some
early investigators suggested. In Europe, even more clearly, while there
is an unmistakable degree of managerial control, the power of owners re-
mains strong. It is evident that the ‘Managerial Revolution’ is a misnomer –
at the very least the process is one of evolutionary change, and it proceeds
at relatively slow pace.

(Hannah 1982: 2)

The persistence of the family firm as an economic actor – not only in
the early phases of industrialisation and in small and medium-sized
enterprises, but also in fields usually dominated by big managerial
corporations – demonstrates that this institution maintains a con-
siderable role and relevance in modern advanced economies. It is
worthy of much more attention than has been given to it in the past
(Rose 1995b: xiii–xiv).
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Even if the presence of managerial hierarchies has often been im-
plicitly seen as an alternative to that of family ownership and control,
there is plenty of evidence that entrepreneurial dominance inside the
firm is not necessarily exclusive. On the contrary, as Harold Livesay
has stressed, looking at the US case:

Bureaucracy . . . has not inevitably obliterated the entrepreneurial spirit
necessary to the maintenance of capitalistic business systems. In the hands
of the right protagonists it has become an instrument to cope with the
complexities of doing business in the modern world. Bureaucracy, then,
has not inevitably proven the nemesis of the entrepreneur; it has rather
become a necessary tool of his trade. The success of men like Carnegie,
Stoddard, and Ford [II, the founder’s grandson], and the failure of so many
others, demonstrates that the survival of the entrepreneurial spirit occurs
because of bureaucracy, not in spite of it.

(Livesay 1977: 443)

Changing perspectives on family firms

The evolution of studies dealing with family business mirrors the
growing dissatisfaction with the traditional perspective on the effec-
tiveness of the institution in modern economies (Rose 1995b: xiii).
Before the 1970s, in fact, the family firm was scarcely considered by
social scientists and, when it was, the focus was generally on issues
other than family firms’ proper nature and structure. In fact, both
the research on the transformation in the financial and ownership
structure of big business, and the ‘technocratic’ approach – stress-
ing the necessary separation of ownership and control – view the
family firm as a ‘step’ toward more advanced organisational struc-
tures (see, for instance, Chandler 1962, Marris 1964 and Galbraith
1967). From the perspective of business history, both the ‘robber
barons’ literature and themuchmore advanced research of theCen-
ter for Entrepreneurial History at Harvard, even while offering an
impressive bulk of case studies on family firms, rarely went beyond
the analysis of individuals, and did not take into account the issue
of the family firm per se.
During the 1960s and 1970s a considerable body of literature and

research on family firms was published by academics and consul-
tants. Organisational scientists in particular produced some work
on the strategy and structure of family firms, trying to analyse their
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strengths andweaknesses under amore systematic perspective, even
if adopting a simple and schematic approach (Corbetta 2001). From
this standpoint, the coincidence of property and control, especially
when the corporate size was considerable, was assumed to be an
obstacle to growth and competitive strength, particularly where the
issue of successionwas concerned (see, for instance, Levinson 1971;
Barry 1975; Barnes and Hershon 1976; McGivern 1978).
A change took place at the beginning of the 1980s and continued

into the 1990s. The process of restructuring undertaken by major
corporations, the ‘de-merger’ movement, and the crisis and decline,
especially in Europe, of state-owned enterprises, together with the
unquestionable success of a ‘familialistic’ Japanesemodel, provoked
a reconsideration of the structure and dynamics of family firms. The
model could be perceived now as providing a potential advantage in
periods characterised by uncertainty and market failures. In some
cases, this development was almost ideological in the sense that the
decline of the American multinational was perceived as the symbol
of the defeat of capitalism. The family firm, however, presented
a human dimension where ‘people mattered’. It also held out the
prospect of a new production model – one much more creative and
less impersonal, moulded by elements like friendship and kinship.
From a less impressionistic point of view, the continuing pres-

ence of family firms in almost all the advanced economies was val-
idated by the existence of efficient alternative forms of productive
organisation. These were based upon networks and groups of en-
terprises which had spread all over the industrialised world, from
the Japanese keiretsu to the clusters of small enterprises in the in-
dustrial districts of Italy. These well-established developments pre-
sented undeniable evidence of an enduring legacy. The transac-
tion cost theory became a very powerful instrument with which to
emphasise the positive nature and role of family firms in modern
economies. (See the seminal article of Ben-Porath 1980 and Pollak
1985: 585ff., 591.) This was especially true in sectors such as in-
surance and financial services where ‘moral hazard’ was particu-
larly relevant, or where agency costs were relatively high (Pollak
1985: 591). Naomi Lamoreaux tested this point in her research
on New England, where, from the beginning of the industrialisa-
tion process in the early nineteenth century, personal connections
and family networks in banking played a crucial role in providing
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financial resources for early manufacturing enterprise (Lamoreaux
1994: 24ff.).
In a theoretical context, the new institutionalism provides a con-

vincing explanation of alternative forms of economic organisation
within the two extremes of markets and hierarchies (Granovetter
1996; Hamilton and Feenstra 1996). It is particularly useful in the
study of those economies – such as the new industrialisers of the
Far East – where big business is consistent with family-based or-
ganisational forms (Hamilton 1996; Fruin 1998). On the basis of
transaction cost theory, however, it has been possible to build an-
other conceptual framework relevant to the analysis of the family
firm in a historical and comparative perspective. Evolutionary the-
ory (for a general description, seeNelson 1994) stresses the diversity
in organisational forms created by historically determined routines
which in turn affect the choice of technology. From this perspective,
the prevalence of a particular business institution is the result of a
set of choices concerning technology and organisation taken over
time and in a particular cultural context (Langlois and Robertson
1995: 150).
It is the combination of evolutionary theory, transaction cost the-

ory, and the analysis of trust-based institutions and networks that
provides an important conceptual framework to explain the fam-
ily firm’s persistence in the era of big business (Casson 1993: 43;
Casson 2000: 215–16; Rose 1999).
From the 1980s onwards new research has considered the way

the family firm has contributed to general economic development
in a positive light. On the micro side, the main themes have been the
relationship between strategies and structures of firms and family
ownership, the introduction of professional managers, and the suc-
cession process. In a macro perspective, the research has examined
the contribution of family firms to the wealth of the nation and the
relationship between the diffusion of family firms, their persistence
and the cultural and institutional environment.
Economic historians have contributed to this debate from the

very beginning. Their work has provided a considerable amount of
single-case research – providing company histories focusing both
on succession and on leadership transmission strategies. It has
also analysed the evolution of the institutional environment that
shaped the different strategies and behaviour of the economic actors
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involved. As a consequence, the new institutionalism in its ‘macro’
perspective provides useful analytical tools. The complex system of
formal and informal rules in which decisions are undertaken is rele-
vant, while history is vital in explaining its evolution (North 1990).
Especially relevant is the institutional context where family firms
are concerned:

Since the institutional environment is clearly influenced by historical forces
it has especial relevance for the study of the behaviour of all firms, and in
this context of family firms, in an international or even an intra-national
perspective. The development of laws are path-dependent, so that there can
be, for example, significant international differences in both the privilege
and restrictions faced by family businesses. The legal status and degree of
regulation of particular types of company-form, or the level of tariff protec-
tion enjoyed, may therefore vary between countries. As a result, even where
ownership and control are united, family firms in different environments
may display varying characteristics, capabilities and degree of longevity.

(Colli and Rose 1999: 28)

In other words, the presence and persistence of family firms is not to be
seen solely as the result of a particular set of technological, financial, legal,
and market conditions, but also as able to influence the political context
and hence the legal system and framework in which they operate. This is
for instance true where business elites are concerned.

(Cassis 1994: 243–4; Cassis 1997: 225ff.)

The discussion of the role of family firms in modern industrial de-
velopment increasingly emphasises the extent towhich the organisa-
tional structure adopted by an enterprise is the result of a complex
array of forces rather than simply being related to technological
issues. The relationship between the evolution of production tech-
nologies, capital intensity, and organisational structure is not there-
fore perceived mechanically, while considerable emphasis is given
to the impact of institutional variety. In this context, efficiency be-
comes the result of a compromise in which culture and history play
a significant role.
As a result, research on family firms has recently highlighted the

connection between national cultural values and the diffusion of
the family firm as a privileged way of organising economic activity
well beyond the initial stages of the industrialisation process. This
connection can be fully understood only through historical analysis.
The diffusion of family ownership and control at any level in the
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countries of continental Europe, from France to Italy and even to
small highly internationalised economies like the Dutch, Belgian
or Swiss (Schröter 1997; Whittington and Mayer 2000: 87ff.), is a
product of a kind of capitalist culture emphasising continuity, long-
term perspective, and collusive behaviour. The persistence of this
culture is clearly crucial for the long-lasting success of the so-called
‘Rheinisch capitalism.’ It also explains the difficulties in the way of,
and the resistance to the transition toward, a ‘third way’ between
the Anglo-American and continental models of capitalism (Albert
1991; Cassis 1997: 71; Dore 2000).
In conclusion, what has emerged in recent years is a growing

awareness of the need both to move beyond the dichotomy between
family and managerial firms, and to abandon the determinism of
convergence. Current research on family firms has become multi-
disciplinary, drawing upon sociology, politics, andmanagement just
as much as on economics and history. There has been a growing
tendency to analyse the role of family firms at the different stages
of growth of a defined national economic system. Significant case-
study evidence in Western economies now shows that family firms
may have a positive influence in some sectors, especially in ser-
vices, as compared with publicly owned and managerial companies
in other spheres. The persistence of family firms in the capital-
intensive industries of the second and third industrial revolutions
should not be considered as the consequence of a supposed incapac-
ity of European and Asian entrepreneurs to understand and adopt
the managerial models of the American corporation. Instead, the
enduring presence of a particular form of business organisation can
be seen as the best demonstration of its ‘efficiency’ against a defined
institutional framework, rather than as a failure.



2
Geographical, sectoral,
and dimensional distribution
of family firms

The world-wide diffusion of the family firm confirms the impres-
sion that its relevance is dependent upon a complex array of insti-
tutional forces, and it is not merely a device to handle uncertainty
during the initial phases of industrialisation. However, it is clear
that the degree of diffusion of the family firm depends largely on
the stage of economic growth, on the sectors involved, and on the
structure of the enterprise itself inside those sectors. As shown in
the previous section, today family firms remain important in most
advanced modern economies. They can be found not only in tra-
ditional, small-scale, and labour-intensive industries but also at the
top of the national rankings of industrial enterprises by sales and
size, even if in some countries this presence is more significant than
in others. Nevertheless, there are international differences in fam-
ily firms’ pervasiveness and structure, even if their contribution to
GNP converges. Recent research has shown that 42 of the top 100
corporations in Italy were family-owned, while 17 of the top 100
companies in the USA and in Germany were family firms. The sales
average of these companies per year was 2.7 billion Euros in Italy,
12.5 in Germany, and about 40 in the USA. The average num-
ber of their employees was nearly 134,000 in the USA, 58,000 in
Germany, and about 14,000 in Italy. Notwithstanding these dif-
ferences, in all these countries the contribution of the top family
firms to GNP is very similar – about 10% (Montemerlo 2001: 20).
A closer look would probably reveal that the sectors to which the
top family corporations belong are slightly different from country
to country, as well as the degree of coincidence of property and
control in the company, the role of the board of directors, the re-
lationships with employees, and so on (Corbetta and Montemerlo
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1999; Montemerlo 2001: 21ff.; Corbetta and Tomaselli 1996). All
this confirms the impression that – as for big business – the ‘form’ of
the family firm largely depends upon the national context and on the
historical conditions that shaped its particular path of development.
In other words, the idea of a cross-national and cross-sectoral sim-
ilarity among family firms is probably an oversimplified approach
(Colli and Rose 1999: 24). To be more precise:

In establishing why family business has been proved more resilient and
successful in some regions and sectors than others and why, despite some
common characteristics, its form and capabilities may vary it is necessary
to look beyond purely economic variables. The analysis of such issues as
attitudes to the family, to inheritance and to the community are critical to
any understanding of family firm reactions to risk, uncertainty and other
economic stimuli in different societies. Equally they inform any discus-
sion of the international differences in the strategy and structure of family
business.

(Rose 1995b: xviii)

Stages of the industrialisation process

The different degrees of diffusion and persistence of family business
can be explained by several factors, all embedded in a particular set
of social, cultural, and historical conditions. Firstly, the stage of in-
dustrialisation reached by the country considered is relevant since
the family firm is likely to be particularly important during the initial
phases of industrialisation: simple technology, small scale of pro-
duction, uncertainty, risk, scarce information, and imperfect for-
mal institutions (Ben-Porath 1980; Alvesson and Lindkvist 1993).
As Alexander Gerschenkron and later Sidney Pollard pointed out
(Gerschenkron 1962; Pollard 1981), the patterns of diffusion of the
industrialisation process fromBritain to continental Europe differed
widely from country to country, depending on national conditions
and the role of substitutive factors. The family firm, however, has
been constant in sustaining the industrialisation process, as com-
parative research suggests (see, for instance, the essays by Kozo
Yamamura on Japan, Peter L. Payne on Great Britain, Claude
Fohlen on France and Jürgen Kocka on Germany published in the
seventh volume of the Cambridge Economic History of Europe edited
by Peter Mathias and Michael Postan in 1978). For instance, a
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comparison between Britain and a relatively late industrialiser like
Italy confirms the key function of the family firm at the beginning
of the industrialisation process as well as during the period between
the twoWorldWars. In Britain from the late eighteenth century and
in Italy from the 1880s, family and community-based networks de-
veloped in response to uncertainty and market failure. At least until
1945, the business structures of both countries were dominated by
family capitalism. Proprietorships and small-scale, often networked
family firms characterised the early stages of industrialisation, es-
pecially in the staple industries. Family partnerships appeared in
Britain during the eighteenth and nineteenth centuries in most
branches ofmanufacturing, commerce, and finance. They were also
the norm in brewing, shipbuilding, glassmaking, chemicals, and
provincial banking. Outside manufacturing, they were common in
retailing. Unity of ownership and control was also a striking char-
acteristic among the financial institutions of the City of London.
The popularity of family-oriented enterprise in eighteenth- and
nineteenth-century Britain was a product of a complex interac-
tion of legal, economic, and cultural forces. With the spectre of
bankruptcy ever present, a combination of the common-law part-
nership and unlimited liability meant that many businessmen pre-
ferred to be associated with their family and community-based con-
nections rather than with outsiders. Mary Rose, for example, has
analysed in detail the rise of a network economy in the Lancashire
cotton industry during the eighteenth and nineteenth centuries.
Her work has stressed the contribution of a dense web of personal
and kinship connections – occasionally reinforced by intermarriage
strategies – to the diffusion of information, innovation, credit and
finance, and commercial intelligence (Rose 2000: ch. 3).
In the Italian case as well, the family firm was the predominant

form of enterprise during the whole period preceding the country’s
industrial take-off before the end of the nineteenth century. In man-
ufacturing and commerce family firmswere often present, especially
in staple and export goods. The best examples can be found in those
industries linked to agriculture, i.e., the food industry, and, above
all, the silk industry. The latter strictly linked manufacturing with
the primary sector, and gave rise to a considerable number of fam-
ily enterprises active both in raw silk export and in commerce. The
financial resources derived from silk were at the origin of a wide
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number of family-run banking houses, usually founded by the silk
merchants. Even if the worm-breeding was carried out by peas-
ants and farmers, and the silk spinning and weaving was initially
run by landowners and then by ‘pure’ entrepreneurs (merchant-
entrepreneurs), the nature of the firm and management did not
change. The silk business was in this way dominated by the fam-
ily firm or by partnerships among families of merchants and en-
trepreneurs. The same can also be said of other basic industries such
as metallurgy (dominated on a local basis by small family firms or
partnerships – particularly in scale-intensive phases of the produc-
tion process, for instance smelting and refining), mining, and the
engineering industry. Cotton manufacturing, another key staple in-
dustry in the country’s first industrial revolution, began in the first
half of the nineteenth century as a typical proto-industrial activity.
Merchant-entrepreneurs put out raw cotton to weavers and sold the
finished products on the market. This organisational structure was
rooted in family enterprises which proved able to manage the com-
plexity of putting out local networks. By the end of the century the
cotton industry had been transformed into a much more modern
sector based upon industrial concentration. However, the internal
structure of the industry continued to be based upon families’ and
relatives’ partnerships (Colli and Rose 1999: 31ff.).
Other late comers such as Spain are very similar, with family

firms playing an important role in the early phase of industrialisa-
tion in the staple industries (Pérez 1997 and 2000). In the Low
Countries too, family firm networks were the backbone of one of
the most important sectors of the Dutch economy, that of edible
oils and margarine (Arnoldus 2002). In Greece, family networks
were essential during the initial stage of industrialisation in granting
protection, as well as financial resources, to the first entrepreneurs
(Dritsas 1997). The German case has been investigated in detail
by Jürgen Kocka and he emphasises the relevance of family-based
organisational structures that solved the problems of labour supply,
motivation, finance, trust, and know-how typical of the early stages
of the industrialisation process (Kocka 1999: ch. 5).
The family as a device to reduce transaction costs, as a source

of information, and a reservoir of skill and finance was therefore at
the core of the industrialisation process. For instance, in the Swiss
chemical industry, family firms formed an extended supportive and
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exclusive network (Müller 1996: 28; Schröter 1997: 187). The well-
known case of the Japanese zaibatsu before the SecondWorldWar is
also significant in this respect. Even if, according to some scholars,
the separation of ownership from control and the ‘managerialisa-
tion’ of the Japanese enterprise system took place well before the
Second World War (Miyamoto 1984; Morikawa 1992; Morikawa
1997: 310; Takeda 1999;Morikawa 2001), theMeiji period saw the
establishment of a strict relationship between state industrialisation
policies and the strategies of some wealthy families that were mov-
ing toward diversified enterprise groups (Yamamura 1978). The
large, conglomerate family-run zaibatsu typical of the Japanese ex-
perience have been replicated in several cases of late industrialisa-
tion, especially in East Asia (Amsden and Hikino 1994). As Alice
Amsden suggests in analysing the pattern of industrialisation of late-
industrialising economies: ‘The long-standing difficulty in “late-
industrialising economies” of forming firms in which professionals
(salaried employees) manage and co-ordinate complex, large scale
operating units partially stemmed from the difficulties of juxtapos-
ing salaried management with family ownership, the predominant
form of business enterprise in “late-industrialising economies” as
late as 2000’ (Amsden 2001: 191–2). The South Korean case is in-
teresting in this respect because industrial take-off began immedi-
ately in the early 1960s and was based, as in the Japanese case, upon
family-controlled, diversified big business groups called chaebol.
The only – but relevant – difference from Japan is that the state
denied the chaebol their own banking affiliates and could in this way
directly control credit allocation and consequently the whole eco-
nomic system (Amsden 1997: 336). Despite the presence of salaried
managers, until the beginning of the 1990s the coincidence of own-
ership and control remained unchallenged; the chaebol accounted at
the end of the 1980s for nearly 43% of total manufacturing (Kang
1997: 46). The families maintained a strict control over the entire
group thanks to a complex system of cross-shareholding and they
could also count on state support, which from the beginning took
the form of an active policy of protection from, and especially in-
centives to, foreign competition (Amsden 1997: 364). It is worth
suggesting that family control over the chaebol and hence the exis-
tence of an ‘industrial élite’ has surely been central to state industrial
policies, facilitating the ‘bargaining’ process (Koike 1993: 365). On
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the other hand, the Korean case is also an example of the risks in
such an industrialisation model, namely the tendency of the private
interest of the family to over-determine the rational management
of the group (Amsden 2001: 192). A similar example is that of
Indonesia and other less developed countries in the Pacific Rim
(for this, see the essays on business groups in Thailand, Indonesia,
Korea, Taiwan, and the Philippines in Koike 1993). In this set-
ting, the industrialisation process was driven by family firms which
were generally active at the beginning in textiles and trading and
then diversified into other activities while maintaining their original
character as family-controlled and family-managed concerns. De-
spite some significant differences and whatever the name (from the
Japanese zaibatsu and the Korean chaebol to the Indonesian enter-
prise groups), the structure remains substantially the same, with an
extended family controlling key management positions during the
enterprise’s phase of expansion (Wong 1985; see Chapter 3 of this
volume for a further discussion of the role of family firms in the
Asian economic growth).
In a completely different historical, social, and cultural perspec-

tive are the Latin American grupos – defined as ‘a multi-company
firm which transacts in different markets but which does so under
common entrepreneurial and financial control’ (Leff 1978: 663
(retd in Rose 1995a: 499); Lansberg and Perrow 1991). Originat-
ing in the 1920s–1930s and after, today they are a relevant form –
probably today the most relevant form – of business enterprise in
the region.

Industry typology

Another factor relevant in explaining the persistence of the family
firm well beyond the early phases of the industrialisation process
is the nature of the sector involved, together with the general le-
gal framework in which the economic activity takes place. In other
words, family firms tend to persist in those sectors in which trans-
action costs – even in the presence of advanced legal systems –
are higher than in others because of the nature of the activity itself.
For instance, historically the evolution of the British financial sector
shows an enduring presence of family-owned and family-controlled
merchant banks (Chapman 1984). Family control persisted in
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English merchant banking after the Second World War and well
into the 1980s, influencing the present status of the internationally
powerful and sophisticated British financial system. In this case,
the reasons for the persistence of family control are linked to the
‘social characteristics of merchant banking dynasties’ (on this see
extensively Cassis 1994, especially 208ff.), which were particularly
efficient (and, as a result, sustained by the Bank of England). In this
form, based upon a ‘personalised and confidential mode of capital
raising and financial diplomacy’, ‘The “gentlemanly” organisation
of merchant banking reduced the need for great competence or ef-
fort on the part of family directors . . . In the terms of the continuity
of dynastic possession, the crucial outcome of gentlemanly organi-
sation was widespread agreements about the limits to competition
and the desirability of mutual aid as a strategy for collective survival’
(Lisle-Williams 1984: 245). The case of overseas Chinese family
firms in East Asia confirms this phenomenon in another completely
different geographical, historical, and cultural context. In 1995, for
example, 47 of the 50 largest overseas Chinese business groups
were engaged predominantly in ‘property development and banking
and finance activities’, where interpersonal contacts and networking
are the main competitive advantages (Ampalavanar Brown 1995:
3ff.).
Also, when non-financial sectors are examined there are cases

in which a peculiar typology of the production process seems to
be consistent with family enterprises of impressive dimensions. A
valuable piece of research was published in 1995 comparing man-
agement practices and business structures in Britain and France
(Cassis, Crouzet, and Gourvish 1995). The authors devote an en-
tire section to the analysis of successful family firms able to grow
and modernise their organisational structures, while remaining ul-
timately owned and directed by the family. In the cases of the food
companies of Rowntree and Cadbury in Britain, or the French hy-
permarket and supermarket chains (Leclerc, Carrefour, Promodès,
and Casino), the family firm seems able to maintain an advanta-
geous position over a long period. This happens as well in the case
of Cristofle, a French silversmith that has been able to join an arti-
sanal philosophy with global sales (Fitzgerald 1995; Chadeau 1995;
De Ferrière 1995). At Carrefour, the French chain of hypermar-
kets founded at the end of the 1950s, the role of the two founding
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families, Defforey and Fournier, seems still to be relevant, both
from the ownership perspective and also in the style of manage-
ment (Lhermie 2001: 51ff.). From this perspective it is clear that
a conscious strategy of differentiation – a key strategic resource in
consumer goods, distribution, fashion, luxury goods, and so on –
is perfectly consistent with the existence of family firms both small
and large (Cassis 1995: 20).
This is not the place to discuss the relationship between markets,

demand structure, and the scale of production, which has been
carried on extensively elsewhere (see Piore and Sabel 1984; Verley
1997; Sabel and Zeitlin 1997). It is only necessary to suggest that,
in analysing the persistence and resilience of the family firm, it is
necessary to consider also the morphology of the final demand. For
instance, in the case of a highly differentiated consumption market,
the firm would rely much more on extensive networks of knowledge
and stable, handed-down know-how, than on bureaucratic struc-
tures; this is perfectly consistent with the persistence of family firms
in mass retailing in Europe. This is probably a muchmore satisfying
explanation than the traditional ‘neoclassic’ interpretation, accord-
ing to which the persistence of family firms in labour-intensive and
commercial sectors is connected to their comparatively low degree
of profitability, which, in turn, keeps away the venture capitalists in
search of high remuneration.

Financial systems

Where manufacturing is concerned, it is clear that technology is not
the only force shaping the form of the enterprise. Even where scale
and scope economies lend a powerful impulse toward growth and
subsequent managerialisation of enterprise, Chandler has demon-
strated that the reaction of the entrepreneurs to the technological
push of the second industrial revolution would be shaped by sev-
eral factors. These include national culture, legal standards, and
the institutional framework, one part of which is the financial and
banking system.
The structure of the financial market is especially important in

explaining the persistence of forms of personal capitalism in well-
advanced economic systems. In the case of several European coun-
tries, for example, the banking system acted at the beginning as
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a powerful instrument of modernisation, acting as a substitute for
spontaneous enterprise.
The Italian case highlights the role that a particular set of finan-

cial market arrangements plays in shaping the form of business. In
Italy, after the 1930s, the failure of the ‘universal-bank model’ in
the absence of well-developed stock markets brought the diffusion
of family-controlled financial holding companies that headed the
main industrial groups. As a consequence, in some cases – as in the
French one before the 1980s, but above all the Italian case until
now – big business had been dominated by pyramidal holdings and
Chinese-boxes, enabling the main shareholders, usually also inside
directors, to control the corporation with a very small direct invest-
ment of capital and a much reduced risk of hostile take-over. To
give an idea of the relevance of this mechanism in explaining the
persistence of family control, it is sufficient to cite that now, at the
beginning of the new millennium, thanks to the mechanism of the
group (defined by law as a set of companies with separate legal status
but controlled, both directly and indirectly, by the same subject),
the main shareholders of the biggest Italian industrial corporations
could multiply by eight (on average) their own resources directly
invested in the enterprise’s capital (Bianchi, Bianco, and Enriques
2001; Bianco and Casavola 1996: 437).
The diffusion of the group form at any level has been identified

as a typical feature of Italian capitalism (Barca et al. 1994: vol. II,
ch. 4) and in a historical perspective this form was quite common in
Italy from the beginning of the industrialisation process (Amatori
1997b). Italian big business at the beginning of the nineties was,
as a consequence, labelled as ‘oligarchic family capitalism’ where
‘the main controlling shareholders are still clearly coincident with a
small number of families, some of ancient entrepreneurial tradition,
like the Agnelli, Pirelli, Orlando and Falck families, and some others
relatively new’ (Brioschi, Buzzacchi, and Colombo 1990: 165).

Institutional framework

It is unnecessary to stress that in this process a strategic role is played
by the legal and institutional system that defines the general frame-
work in which entrepreneurial action takes place. The legal system,
together with industrial policies, is sometimes the main factor in
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the persistence of a particular form of personal capitalism. In some
cases the constraints put up by the legislative framework also help
to explain the persistence of family firms over time. This is, for
instance, the well-known case of the ‘Bubble Act’, which is con-
sidered to be one of the main determinants of the personal form
of British capitalism (Wilson 1995: 44–5; Rose 1994: 64). On the
continent, and in a successive stage of development, the necessity
of continuity and stability presented family firms with the need to
raise substantial resources for capital-intensive initiatives. This led,
for instance, to the introduction of a particular legal form at the end
of the nineteenth century, the Gesellschaft mit beschränkter Haftung
(GmbH), i.e., limited liability (Kocka 1999: 127). It was a solution
quickly adopted elsewhere in Europe, as in France and Italy after
the Second World War (Hau 1995; Ungari 1974: 74).
Inheritance laws also play an active role in determining the preva-

lence and persistence of family firms in different countries. The
presence of inheritance laws prescribing an equal subdivision among
heirs, or, alternatively, the existence of primogeniture, is an impor-
tant factor shaping the strategies of succession in the family firm,
and hence its governance and performance. During the early phases
of European industrialisation the necessity to ensure the continuity
of the family firm while observing inheritance laws brought about
different solutions. To avoid fragmentation of the enterprise, daugh-
ters almost never expected to take an active part in the firm’s man-
agement and were therefore indemnified, especially under the form
of marriage settlements. It is interesting to note that this liquidation
was often left as a long-term credit in the firm’s liabilities. Usually
the authority of the first son, or of the chosen successor, went un-
challenged: the other sons were expected to undertake minor roles –
for instance a top position in one of the commercial branches of the
enterprise – or, alternatively, to search for another job. Sometimes,
at least in the case of independent professionals such as lawyers or
consultants, the link with the family business would remain strong.
Marriages between cousins were common among the industrial dy-
nasties of the nineteenth and twentieth centuries; in this way it was
possible to maintain control over the enterprise, thus avoiding its
fragmentation (Hau 1995: 56–7).
Another strategy to preserve the unity of the enterprise was to

create a joint-stock company that, thanks to voting syndicates and
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shareholders’ agreements, gave the appointed successor unchal-
lenged authority. From this perspective the widespread presence
of the holding form in continental Europe (Jones and Rose 1993:
11; Schröter 1997: 187–8) can also be explained because it was the
best instrument to manage the family’s interests. The heirs’ stocks
were conferred to the holding, which granted the firm’s continu-
ity and management (Hau 1995: 54–5). In other cases, there was
external pressure to promote the transformation of the legal sta-
tus of the firm into that of a joint-stock company, as happened in
Germany when the country’s main banks, wishing to monitor their
investments more closely, put heavy pressure on the owner families
to change the legal shape of the firm, thus enabling the banks’ di-
rectors to enter their Vorstand (Supervision Board) (Kocka 1999:
166ff.). It is necessary to note that this did not mean the creation
of ‘pure’ public companies. As Kocka (167) puts it:

Not every AG was a manager-enterprise, if by manager-enterprise one
means an enterprise in which decisions and authority are carried out by
salariedmanagers rather than by owners. Very often, especially if an existing
firm was restructured as a joint-stock company, the AGmerely represented
a legal form within which the founders or their family continued to hold
the decisive vote and exercise control: a family business in AG clothing.

Neither was this so in the French case, where the degree of family
control, even in heavy industries – for instance, in iron and steel –
remained very high (Miller 1981: 75ff.). For example, in the promi-
nent manufacturing region of Lorraine, the local iron and steel in-
dustry was dominated by a number of entrepreneurial dynasties that
were linked together by a complex network of financial and kinship
ties until well into the twentieth century. During the nineteenth
century, the legal form of the enterprise evolved from family firm
to family partnership. Then, given the capital requirements gener-
ated by the steady growth of production, the commandite par actions
(limited share-partnership) spread as the most frequently adopted
legal form of the enterprise. The share-partnership evolved as an
intermediate form between the partnership tout court and the joint-
stock company; it was not so ‘closed’, since the shares could be
bought and sold, and this made access to financial capital easier.
However, the identification between ownership and personal man-
agement was not challenged, as it was in the joint-stock companies,
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where the authority in the board was to be shared among various in-
dividuals. The société anonyme became common in the Lorraine iron
industry during the last quarter of the nineteenth century thanks to
the flow of new capital from outside the region. In any case, this did
not mean the creation of public companies or the decline of family
capitalism. Very often, the new joint-stock companies were no more
than the transformation of existing share-partnerships; the families
were able in this way to maintain strict control over the day-to-day
management of the enterprise as well to obtain fresh financial re-
sources (Moine 1989: 121ff.). Also, in the United States, ‘early . . .
business corporations were as much family businesses as were part-
nerships’; their origins are to be found in the collective action of
interconnected families, which reinforced these links also by means
of interlocking directorships (Rose 2000: ch. 3).
Given the scarcity of comparative historical research in this field

(Colli, Perez, and Rose 2000), it is difficult to present clear evidence
of the influence of inheritance laws on the strategies and structure
of family firms in differing national contexts. This issue is undoubt-
edly relevant, especially when one considers that, in the British case
again, a radical shift in the legal system, with a sharp rise in death
duties at the beginning of the 1950s, has been one of themain forces
in the transformation of British industrial capitalism.
On the other hand, it is very often a lack of regulation that helps

to explain the sense and success of the family enterprise, as the best
organisational form when uncertainty and risk are high. In his de-
tailed research on the Alsatian dynasties of entrepreneurs, Michael
Hau has demonstrated that the enduring logic of the family firm
is strictly connected to the culture of independence and autonomy
consistent with an area that has been historically distant from the
administrative and bureaucratic centre (Hau 1995: 44).
The legislative framework is also relevant in another context. As

suggested above, family firms are a powerful tool for economic pol-
icy intended to stimulate industrialisation and growth. Private in-
terests are strictly connected with public needs, and in the first
phases of the industrialisation process the intervention of the state
is frequently intended to sustain private family business. In some
cases, the interests of the state and those of the leading families
are so intertwined that it is difficult to distinguish between them.
In the case of the new industrialisers of East Asia, for example, the
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relationship between the private, diversified big family firms and the
state is very close. Again, the case of South Korea is significant in
this respect. As industrialisation got underway in the late twentieth
century, the chaebol big family-controlled diversified concerns were
strictly disciplined by the state to avoid concentration of power in
the hands of a minority (Hamilton 1998: 188; Amsden 2001: 225).
They are also, however, managed as a powerful instrument by the
government to promote industrialisation and competition in foreign
markets (Jones andRose 1993: 4;Chen 1995: 162–3; Lee 1997, esp.
9–10). In the words of Alice Amsden, ‘in Korea and Taiwan, subsi-
dies have been allocated according to the principle of “reciprocity”,
in exchange for concrete performance standards that are monitored
by fairly competent state officials’ (Amsden 1997: 363). Significant
in this respect is the case of the SalimGroup, the largest corporation
in Indonesia with over 150,000 employees. Founded immediately
after the Second World War by Liem Sioe Liong, a Chinese im-
migrant, the firm expanded, thanks to personal contacts inside the
local Chinese community and also to the close connections that the
founder was able to establish with military forces to supply food-
stuffs, clothing, medicines, and arms. The enterprise developed in
the form of a diversified group with significant financial activities
(e.g., Bank of Central Asia) during the sixties and after the national-
isation of Dutch companies in 1957. When Suharto came to power
in 1965, theLiemGroup began a steady growth thanks to an alliance
with the military power, which took the form of real partnerships.
Suharto’s stepbrother, a son, and a daughter were among Liem’s
partners during the 1970s. On the other hand, the Salim Group’s
private resources were exploited by the state for general purposes.
This is the case of the Cold Rolling Mill Indonesia Utama, a steel
factory established in 1983 by Liem who, when requested by the
government, was able to raise over $550million in foreign loans and
obtain the assistance of US Steel in the factory’s management. It
seems difficult to believe that Liem would have voluntarily chosen
this notoriously unprofitable sector. Clearly, given his privileged po-
sition and government interventions favourable to him – by means
of pricing and protection in other sectors – this move ‘can only
be fully understood in the context of his value and function as an
instrument of government policy in sectors normally not commer-
cially attractive’ (Robinson 1986: 314). In sum, it is possible to
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suggest that, under particular conditions, the family firm reveals
itself as the best device to fulfil immediate goals of industrial and
economic policies (see, for instance, the declarations by Indonesian
policymakers collected in Chalmers and Hadiz 1997).
The relevance of the institutional framework in explaining the

long-lasting orientation toward the family firm becomes clear when
comparing the cases of Japan and Italy. The two countries had a very
similar history as late-industrialisers, with a strategic function pur-
sued by the state in fostering the process. From the beginning, an
important role was played by family firms in both countries: in Japan
the first industrial revolution saw the emergence of the large, diver-
sified, multi-subsidiary zaibatsu, in general (with some exceptions –
see Morikawa 2001: 40) wholly controlled by a family holding.
Meanwhile, in Italy the industrialisation process was made possible
thanks to state intervention complemented by large universal banks
sustaining private entrepreneurs and families. The outcome was, in
both cases, an ownership structure of private large corporations con-
centrated in the hands of a minority of individuals and families who
could multiply their power of control thanks to the use of various
devices, such as financial holdings and pyramidal groups (see the es-
says by Kunio Suzuki and Franco Amatori in Shiba and Shimotani
1997). This situation came to an end after the Second World War.
In Japan, the American anti-zaibatsu policies quickly brought about
the dismantling of the large family groups (Morikawa 2001: 70ff.).
The already-existing managerial hierarchies were, however, soon
able to rebuild a complex ownership structure (keiretsu) based upon
cross-shareholding and amain bank exerting a supervision role over
the management (Morikawa 1997; Bernstein 1997). This created
the basis for the country’s astonishing economic upsurge from the
1970s onward. In the case of Italy, the ‘Americanisation’ process
of the industrial system had to face both a dramatic shortage of fi-
nancial capital in the private sector and the pervasive but necessary
presence of the state as entrepreneur. The complex post-war polit-
ical situation caused the country to delay the necessary reforms of
antitrust laws, financial markets regulation, and commercial codes.
The need for political stability and a rapid economic recovery in the
face of the danger of Communism caused the Americans to give up
their programmes of reform for Italian capitalism, which remained
in the end based upon large pyramidal groups controlled by the state
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(by means of agencies such as IRI (Istituto per la Ricostruzione
Industriale / Institute for Industrial Reconstruction) in manufactur-
ing or ENI (Ente Nazionale Idrocarburi /National Agency for Gas
and Oil) in energy). Also, families made extensive use of leverage
to maintain their control of the corporation with the minimum of
direct financial effort (Bianchi, Bianco, and Enriques 2001).
In Japan family control was eliminated by an ‘institutional shock’

and a national version of managerial capitalism. In Italy, however,
no such transformation took place. In the large, private corpora-
tions, family control remained the rule and the development of
adequate managerial hierarchies was very slow (Amatori 1997a:
270ff.; Barca, Iwai, Pagano, and Trento 1998: 37).

Culture

It is necessary to bear in mind that the institutional and legal en-
vironment in which family businesses operate is the product of a
complex historical process moulded by culture, at both a local and
national level. In his Culture’s Consequences, Geert Hofstede defines
culture ‘as the interactive aggregate of common characteristics that
influence a human group’s response to its environment’ (Hofstede
1980: 25). It is clear that attitudes toward business and ‘economic
rationality’ must be set into this general framework. Take for in-
stance the European perspective on enterprise in comparison with
the American one. In the latter case the managerialisation process
and growth imperatives have been facilitated, to some extent, by an
entrepreneurial philosophy that considers the enterprise as a com-
modity, so that it can be sold or bought or placed on the market. The
European point of view tends, on the contrary, to identify the enter-
prise with a community, i.e., there is an identity between the family
(also considered in an extended way) and the economic activity,
given the expectation that the enterprise will generate employment
and welfare for the family, while the family is the primary source of
finance, labour, and knowledge for the enterprise itself (about this
distinction see Albert 1991; Hau 1995: 44). An immediate conse-
quence of this was the diffusion of paternalism which reproduced in
manufacturing the social relations typical of the agricultural world.
In the European perspective paternalism in a broader sense refers
to the creation of an ‘internal work community’ shaping all the
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relationships inside the enterprise. In this way the modern family
firmwas a tentative restatement of the traditional values of the bour-
geoisGemeinschaft. Immediately obvious is the parallel with another
apparently successful model of production organisation, namely the
Japanese one, where feudal loyalty relationships are reproduced in
an enterprise to which employees are committed by a strong sense
of community and membership (Miller 1981: 7–11).
The history of Bon Marché, the French department store, pro-

vides a good illustration of this philosophy. Founded by the Bouci-
caut family in 1869, it was for several decades the most important
French enterprise in distribution, if not the largest retail firm in the
world. Zola described it in his novel Au bonheur des dames. After the
founder’s death in 1877 the Bon Marché went under the direction
of his widow, Marguerite, who proved to be a skilful manager until
her death in 1887. The Boucicauts not only committed themselves
to creating a successful and profitable enterprise, but also managed
quite successfully to establish a ‘paternalistic’ enterprise in the sense
described above. This extended to all levels, from the lowest to the
middle and top managers (Miller 1981: 77ff.). The enterprise was
seen as an extended ‘family’ business (a grande famille), especially by
the top executives who also became partners whenMadame Bouci-
caut transformed the legal status of the company in 1880 to that of
société en commandite. The result of this strategy was that, long after
the death of the founder and of his wife, the Bon Marché remained
a closed family firm of sorts, and this spirit carried over into the
personal lives of the directors, their associates, and the principal
shareholders. Intermarriage does not appear to have been uncom-
mon (1981: 137–8).
In general, the European view is one of a long-term relationship

between the enterprise and the family, the former being established
not only for the present but for future generations. The consequence
is ‘familialism’, i.e., the tendency to associate members of the fam-
ily at any level – and often on a very strict kinship basis – with the
allocation of resources, power, and responsibilities. In the Italian
case, whereas dynasties have been one of the dominant elements
in the industrialisation process, one interesting study published at
the end of the 1970s pointed to a link between family ownership
and certain common negative characteristics, such as low degrees
of diversification, scant internationalisation, and poor managerial
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structures, especially where the quality of management was evalu-
ated on the basis of loyalty rather than on performance levels (Pavan
1973). Other researchers have referred to ‘amoral familialism’ as the
dominant characteristic of Italian business. They label the Italian
tendency to give priority and privilege to family members and to the
extended community (see Banfield 1958), even though this kind of
behaviour has been present all over Europe for generations. A clear
example of this ‘convergence’ in the dynastic motive is given by the
essays published in the two issues – 9 (1995), and 12 (1996) – of
Entreprises et Histoire edited by F. Crouzet and devoted to the theme
‘Dynasties d’entrepreneurs’.
In explaining the long-lasting resilience of Greek family firms,

Margarita Dritsas (1997: 90) provides striking evidence of the con-
sequences both for the economic system and for the structure of
the firms, of culture, ideology, and institutions:

In Greece, the dominant culture has traditionally upheld the pre-eminence
of the family, linked with the concept of private property à la grecque
(small family property, to be exact) which had been institutionalised by the
Constitution . . .On the economic level it endorsed attitudes towards mod-
erate wealth accumulation . . . it contributed to the maintenance of a tradi-
tional attachment to land, to local culture and particularistic practices . . .
small family property and business became sacrosanct for the averageGreek
citizen.

Another important feature of the identification between family and
firm – which in turn is ‘culture’s consequence’ – concerns the use of
resources. It is, in fact, undeniable that families have tended to ex-
ploit the resources of the enterprise by pursuing the goal of personal
enrichment. It is also true, however, that this is not a critical issue
in relation to large-sized firms. As suggested above, family firms
tend to be as efficient in the use of resources as managerial firms,
particularly in regard to long-term investments. The enrichment
of the members of the dynasty should not be seen as the principal
weakness of the family firm, even if it is frequently blamed for, and
considered to be one of the main determinants of, family firms’
decline.
As far as the issue of resources is concerned, the ‘embedded-

ness’ of the family and the firm in European culture is much more
relevant in another aspect, i.e., the tendency historically displayed
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by entrepreneurs to expand their activity only when new resources
(financial, but especially human, capital) become available. In this
way, the enlargement of the firm’s activity is often made possible
only when the family can provide sufficient resources. This applies,
for example, to the well-known case of the multinational activity
in family firms in the Dutch food industry during the nineteenth
century (Sluyterman and Winkelman 1993). An interesting recent
doctoral study shows that patterns of expansion and succession in
the most important multinational firms in the Low Countries were
planned taking into account supplies of human capital, enhanced
by marriage strategies (Arnoldus 2002). In his recent research on
British trading companies in the nineteenth and twentieth centuries,
Geoffrey Jones has demonstrated that the origins of multinational
activity are to be found in the complex web of partnerships estab-
lished by British merchant families all over the world. Trade houses
and agencies remained as substantial family affairs well into the
nineteenth and twentieth centuries, even when incorporation was
common among trading and commercial activities. The family was
the top level for decision-making even if, given the geographic dis-
persion of the partnership, it was necessary to employ managers or
directors. In any case, these extra-familial managers would serve
for a very long time – perhaps in a lifetime of employment in the
company (Jones 2000: 52, 196, 207ff.). In any event, the family
was the ultimate guarantee against unfaithfulness and unauthorised
speculation (Jones 2000: 217). As an essential device to reduce in-
formation and transaction costs, the family subsequently drove the
company expansion strategies (Casson 2000: ch. 6).
Undue generalisation can, however, be dangerous. Cultural at-

titudes have shaped both the significance of the family firm inside
each national economy and also the organisational form taken by the
enterprise itself and its management style. This has produced con-
siderable differences from case to case. Take for instance the Asian
experience which has been widely researched from the perspective
of culture, family and social values. East Asian recent industrialisers
have been able to transform their economies during the last decades
and experience impressive and sustained rates of growth (Rose
1995b: xiv). For a long period, the upsurge of these economies
was identified with the Japanese pattern of growth, emphasising
significant differences between Western and Eastern management
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philosophies (Chen 1995: ch. 2, extensively drawing on Lodge and
Vogel 1987: 2ff.). The ‘collective philosophy’ stemming from Con-
fucianism and neo-Confucianism has been characterised as the pri-
mary influence on the economic organisation of East Asian societies
(Redding 1990: 43ff.) and as an asset, especially when compared
to Western ‘Weberian individualism’.

Families, firms, and ideologies

In this way, one country’s ‘ideology’ – defined as a set of beliefs
employed to justify the actions of a country’s institutions (Chen
1995: 309) – becomes a source of competitive advantage, as the
Asian story demonstrates (Lodge and Vogel 1987; Thurow 1992).
The Asian case is, however, only apparently homogeneous in this
respect. National differences become evident, for example, when
the Chinese model is compared with the Japanese (Hamilton 1998:
181). In his seminal work on Chinese capitalism, Redding (1990)
has stressed: ‘The idea that the way managers see the world affects
economic systems via the organisations those managers create . . .
this is especially so when the managers are owners at the same
time. It is even more so when they come from a society with a
strong set of values about co-operation and authority’ (1990: vii).
The Chinese concept is thus much more ‘familialistic’ than the
Japanese one. A person is perceived to exist only in terms of his
immediate family network, which means that: ‘The families remain
the basic survival units, that they are largely self-sufficient, that they
do not fuse naturally into a general community, that they are funda-
mentally competitive, and that their members are largely motivated
by the pragmatic exigencies of protecting and enhancing the family
resources on which they in turn are highly dependent’ (1990: 53).
This has obvious implications for the organisational structure and
management philosophy of overseas Chinese business enterprises
when dynamic ASEAN countries such as Hong Kong, Singapore,
Indonesia, Malaysia, the Philippines, and Thailand are considered.
(For a complete survey on this issue in a historical perspective see
Ampalavanar Brown 1995.) Family ownership and low trust result
in an autocratic management style hostile to individual initiative
and adverse to decentralised organisational forms that occur only
when the family is able to control and manage diversification. In
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large East Asian firms, from Indonesian conglomerates to Korean
chaebols, top and secondary key management positions were, and
still are, reserved for relatives and family members, and the man-
agement style is authoritarian (Lee 1997).
The top 200 Indonesian corporations demonstrate some

common features including diversification without formal co-
ordination, extensive use of networking with other groups of
Chinese origin in ASEAN countries (from the perspective of both
finance and production), business beginnings rooted in trading and
commerce, and very close relationships with the established politi-
cal powers. All of them, with very few exceptions, are under family
control so that strategic management positions are in the hands
of a family, or very close relatives (Robinson 1986: ch. 9). In the
Indonesian Salim Group, until the second half of the 1980s, there
had not been any holding company at the head of the group, and
the highly differentiated activity of the conglomerate was not under
a formal co-ordination. Since the early nineties, the entire group
has been formally controlled by a family holding (the Chairman of
which is Liem Sioe Liong, with Andree Salim, his youngest son,
as Vice Chairman, and Anthony Salim, the successor, as Presi-
dent and CEO). Day-to-day management of the eleven divisions
(encompassing more than 450 companies) is carried out by profes-
sionals, mostly Chinese, co-ordinated directly by the Liem family
(Sato 1993). The central role of the family has been accompanied
by co-operation and networks, both of which have been instru-
mental in sustaining Chinese expansion abroad (Redding 1990:
33ff.).
In Japanese business history the family undoubtedly played a

strategic role from the Meiji Restoration onwards; the family con-
cept in Japan is, however, slightly different from the Chinese one.
In the Japanese case, Confucian philosophy is much more perva-
sive; the family is not defined in biological terms but ‘as those con-
tributing to the economic welfare of the group, or ie., irrespective
of lineage. Moreover, in Japan collective values override the inter-
ests of the individual whether applied at the level of the family, the
firm, or the nation’ (Rose 1995b: xviii). The history of the zaibatsu
is significant in this respect. Notwithstanding the fact that Japan
is alone among the Asian countries in having applied primogeni-
ture well before the Second World War, the ownership structure
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of the large, diversified concerns was based upon a family holding
that controlled the enterprises belonging to the group. Manageri-
alisation was, however, already in progress, in some cases already
from the late Tokugawa period. In such instances salaried man-
agers (bantô) were delegated by the family to manage the enter-
prises of the group (Yasuoka 1984a: 92; Yamamura 1978: 238ff.).
The managerialisation of the zaibatsuwas even more advanced dur-
ing the period between the two World Wars, when the families re-
mained simple shareholders in the holding company while ‘salaried
managers, who moved up the company’s hierarchy through inter-
nal promotion, grasped real managerial control of the company’
(Takeda 1999: 94). In formal terms, families reigned but did not
govern (Morikawa 1997), even if other scholars prefer to delay until
the end of the Second World War the transition from personal to
managerial capitalism in Japan. The transition toward a manage-
rial system was facilitated by culture and legitimated by a peculiar
concept of ‘family’ which is based not only upon consanguinity but
also on adoption:

The Japanese hardly distinguish between the two meanings. But the suc-
cession of the property in Japan is often based upon the concept of ie.,
according to which the heir of a property is not necessarily a family mem-
ber by blood. A successor in ie., can be described as a successor of the role.
The main objective of ie., succession is to protect and expand the wealth of
the family led by a capable individual rather than to bequeath the wealth
only to blood-related family members.

(Chen 1995: 167)

In this way, in the case of the zaibatsu, the closest relatives were not
expected to provide the top management of the concern itself, since
the separation of ownership and management was functional to the
well-being of the extended family enterprise. This structure revealed
itself to be relatively efficient under pressure. Salaried managers
were, in fact, the main actors in the vast process of restructuring,
which made it easy to transform the old zaibatsu into the keiretsu
after the post-1945 American occupation. The loss of power by
the families did not mean that business groups lost organisational
and managerial capabilities, since the holding company structure
was replaced by a system of cross ownership among the companies
belonging to the keiretsu, clustered around a financial core, or main
bank (Morikawa 2001: 75–6).
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If the long-term survival of a firm is generally due to its ability
to adapt to changes in the external environment, this is especially
true for family firms. In this case, however, family control plays an
ambiguous role, sometimes facilitating and at other times hindering
such adaptations. In other words, a family firm is the product of a
specific national culture. The most successful examples of long-
lasting family firms are those in which the relationship between
property and management has been able to adapt to a changed
environment and where the ownership structure has not turned
into an obstacle to the firm’s competitive strength. The issue of
adaptation to growth and response to external pressure is relevant
in studying the strengths and weaknesses of family capitalism. In
a dynamic perspective it is clear that in those industries where size
constitutes a key advantage, the family firm will be competitive if
the owners are willing to undertake the necessary changes and to
evolve from mere ‘entrepreneurs’ to ‘organisational builders’. This
issue is typically a cultural one, implying a radical transformation
in the entrepreneurial role itself.
The major changes in this respect are those introduced by the

second industrial revolution (at the end of the nineteenth century),
and later, after the Second World War, by the third industrial revo-
lution (Chandler 1994). During this period the entrepreneurial role
was for the first time seriously put under pressure and transformed,
in that manufacturing firms underwent substantial changes in their
nature, while new governance structures as alternatives to direct
entrepreneurship began to emerge. Together with family firms and
partnerships, a new form, the public corporation, began to domi-
nate in capital-intensive industries. From Berle andMeans onward,
the argument has been that these two organisational forms have
been implicitly assumed as alternatives in the sense that the rise of
the modern, public corporation coincided with the decline of the
family firm, at least in the capital-intensive industries.
A more complete understanding of the evolution of the family

firm and of the presence of this organisational form in the ad-
vanced and capital-intensive industries can be achieved by exam-
ining closely the transformation in the firms’ structure that was
brought by the second industrial revolution.
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Family firms in the era
of managerial enterprise

Almost fifty years ago, in her seminal work on the theory of the
growth of the firm, Edith Penrose addressed the problem of the
organisational complexity of the firm by pointing out the need for
a definition of exactly what a big firm is (Penrose 1959: 17–19).
She then introduced the distinction between ‘entrepreneurial ver-
sus managerial competence’. For Penrose, a firm is not by its nature
committed to growth. It is the entrepreneur’s desire for profit and
power, associated with technological evolution and market expan-
sion, that pushes him (or her) to build up a large organisation based
upon administrative efficiency. Thus, even if firms ‘have been op-
erating successfully for several decades under competent and even
imaginative management’, they do not fully achieve the opportu-
nities for expansion, since their owners ‘have been content with a
comfortable profit’ and, above all, ‘have been unwilling to . . . raise
capital through procedures that would have reduced their control
over their firms’ (1959: 34). Very good entrepreneurs as well as
hard-working, creative managers have in this way often been an
obstacle to a firm’s growth, simply because their principal motiva-
tion was not profit-making and they did not fully exploit the firm’s
resources by, for example, searching for new products or markets.
In Penrose’s perspective, however, the entrepreneurial factor is

the ‘residue’ explaining the initial success of a firm in terms of ver-
satility (imagination, timing, and so on), fund-raising (the ability to
obtain financial resources during the initial stages of the activity),
and ambition (1959: 39ff.). The quality of these ‘entrepreneurial
services’ is absolutely critical in enhancing the managerial compe-
tence of a firm. For Penrose, the development of large and efficient
organisations had to be based upon these criteria.

49
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Which role for family firms? The traditional view

Penrose’s theorisation helps to introduce the central point of this
section. The big businesses of the second and third industrial rev-
olutions in capital- and research-intensive industries underwent
rapid and profound changes after their initial entrepreneurial stages.
‘Empire’ or ‘goodwill’ builders, as the founders of the giant corpo-
rations in steel, oil, chemicals, and pharmaceuticals were labelled
(Penrose 1959: 39), were able to transform themselves into ‘organ-
isation builders’, given the necessity to expand the scale and scope
of their enterprises as a consequence of the transformation of pro-
duction and distribution techniques. Organisation-buildingmeant a
radical transformation in the nature of the firm through the adoption
of bureaucratic managerial structures. It also, however, indicated a
growing consciousness on the part of the founders that the separa-
tion of ownership from control was unavoidable, and that they had
to share the control of their enterprises with major shareholders, the
representatives of institutional investors, and banks. In this way, the
corporation separated itself from the personality of its founder and
from the founding family that had provided the name and initial
resources of the firm in terms of finance, labour, and management.
As Glenn Porter put it for America:

In reality, the generation of giants (the lords of creation, Frederick Lewis
Allen called some of them) acted as midwives in the birth of the modern
corporation. Their achievements were great, their talents considerable, and
their fortunes enormous . . . The impersonal, institutional demands of giant
firms shaped new patterns of ownership and management by the opening
years of the twentieth century, eclipsing the brief but exceedingly bright
glow of the generation whose names had for a time symbolized big business.

(Porter 1993: 23)

In this framework it is clear that there was little room for the persis-
tence of family firms. The onset of the managerial revolution meant
that engineers, lawyers, and insider-trained personnel began to be
appointed for senior positions, whether they were members of the
founding family or not (Galambos 1983).
The process of financial disclosure on the part of the corpora-

tion, through which the firm was no longer dependent only on self-
financing or the personal fortune of the owner, brought into the
organisation new criteria and appointment procedures. This led
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ultimately to the elimination of the family as the main source of
human capital. The corporation was a ‘public’ good, with thou-
sands of owners and sometimes without a ‘main’ shareholder. It
thus ceased to be, legally and practically, a private holding of a
family whose members expected by right to be employed in the
business. It was not only a matter of dimension: the enterprise be-
came a completely new thing, from both the strategic and organisa-
tional perspective, compelling economists to build a new theoretical
framework to investigate it. Going back to Penrose, ‘there is no rea-
son to assume that as the large firms grow larger and larger they
will become inefficient; it is much more likely that their organisa-
tion will become so different that we must look on them differently;
we cannot define a caterpillar and then use the same definition for
a butterfly’ (Penrose 1959: 19).
On the other hand, it is worth considering that the transformation

of the corporation and the process of delegation of responsibility to
management is a very difficult, complex process that is subject to
several forces, among which are the attitudes and personality of the
founder. In several cases the dialectic between the dynastic motive
and the need for managerial hierarchies and delegation processes
resulted in a progressive loss of competitive strength, which in turn
challenged the firm’s position in the market. Examples of these re-
versions crowd the history of modern industrial development in the
advanced countries. This is, for instance, the story of Ford, an enter-
prise that from its beginnings depended on the personality and ideas
of the founder, who in 1919 re-bought all the ordinary shares of the
company, transforming it from public to personal and private again.
According to Thomas McCraw and Richard Tedlow, this ‘proved
to be a fateful move. It put this vast company entirely under the
personal control of one eccentric individual’ (McCraw and Tedlow
1997: 272ff., 278). In the twenties the enterprise, after the firing of
most of the management – most of whom flew to the main competi-
tor, Alfred Sloan’s General Motors (GM) – adopted a ‘flat’ organi-
sational structure, headed and controlled by an ageing Henry Ford
(he was in his seventies during the thirties), who was unwilling to
delegate responsibilities to his capable son, Edsel. The result was
a continuous loss of market share to the main competitor, GM –
where Sloan was carrying out a vast reform of the organisational
structure, introducing the M-form. During the period between the
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two World Wars, GM gained the pole-position in the industry. The
situation at Ford came to an end only after the Second World War,
when Edsel’s son, Henry Ford II, became CEO and hired a skil-
ful cohort of young top executives (McCraw and Tedlow 1997:
288).
Probably the best example of a difficult and failed transition from

family firm to managerial enterprise is that of Siemens in Germany.
From the beginning of the Siemens story the family played a strate-
gic role in reducing uncertainty and promoting the growth of the
company. Siemens’ three main branches in Germany, Russia, and
Great Britain were headed by the three Siemens brothers (respec-
tively, Werner, Carl, and William), and this facilitated the integra-
tion and co-ordination of the multinational firm’s activity (Kocka
1971). The family character of Siemens was also an important el-
ement shaping the whole organisation of the corporation. This ex-
tended to the relationships between labour and capital which were
conceived as paternalistic and collaborative instead of adversarial.
Under the leadership of Werner Siemens, however – who himself
was conscious that a transition toward a decentralised form of au-
thority was absolutely necessary – the German group was unable
to transform its organisational form. The ownership structure re-
mained strictly familial, even if, after 1897, under the pressure of
the banks, it took the form of a joint-stock company. As a main
consequence, Siemens proved to be unable to face the competitive
pressure presented by the already managerial AEG (Kocka 1999:
ch. 3). With Werner Siemens’s retirement at the beginning of the
new century, his son Wilhelm took over the leading responsibili-
ties, promoting (largely thanks to the unchallenged authority of the
Siemens name) new managerial hierarchies.
The relationship between the dynastic motive and the growth of

the firm is particularly important in the history of another main
German industrial concern, the Thyssen steelworks. August
Thyssen founded Thyssen & Co. in 1871, and the firm began to
grow rapidly after 1880 in consequence of the diversification of
production and vertical integration (Fear 1997: 187). The founder,
who had three sons and one daughter, however, was not condi-
tioned in this case by familialism and dynastic motive. Thyssen had
divorced in 1872, just a year after having founded his enterprise,
and his relationships with his children were difficult (1997: 205).
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This certainly had an influence on his managerial style, which was
different from that of other empire builders of his time. More than
just a classic entrepreneur, Thyssen became amodern corporate ex-
ecutive at the head of a hierarchy of professional salaried managers.
Throughout his life, he generally identified more with his managers
than with members of his own family (1997: 189).
The contrast between the family firm’s structure and the require-

ments of growth, from both the financial and the organisational
points of view, become generally apparent under the pressure of
changes in the structure and dimensions of demand and consump-
tion. Frequently in these cases the mixture of familial culture and
paternalism, which had often successfully determined the firm’s
development, revealed itself to be a powerfully negative element.
The Italian case is particularly significant in this respect. After the
SecondWorld War the country started its definitive modernisation,
reaching an impressive rate of economic growth. The whole eco-
nomic apparatus was consequently put under pressure, especially
in capital-intensive industries, both publicly and privately owned.
The rapid growth in demand and the transformation in consump-
tion habits and standards profoundly challenged the old organisa-
tional models of the main Italian private corporations, still char-
acterised by family-based ownership and managerial structures. In
some cases, for instance that of Fiat, the transition from a family-
owned to a managerial enterprise with large-scale production was
undertaken very quickly and firmly: large investments in produc-
tion culminated in the building of the extensive plant at Mirafiori,
near Turin, where at the beginning of the 1950s Fiat began the mass
production of small cars. Though control of the company was se-
curely in the hands of the Agnelli family, it was at that time under
the direction of Vittorio Valletta, a former top manager who, after
the founder’s death in 1945, became CEO. Giovanni Agnelli’s son,
Edoardo, had died in a plane crash in 1935 and his two sons, Gianni
and Umberto, were too young to take effective roles in the firm’s
management. Valletta’s successful strategy was to carry on scale-
intensive production of small, cheap cars and to fulfil a rapidly
growing demand. Valletta’s policies of development were not ob-
structed by the family which, on the contrary, sustained the skilful
top manager (who never purchased a single share in Fiat, declaring
his desire to carry on the business in loco parentis, i.e. as a guardian)
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at the head of the company. In 1966 Gianni Agnelli, the nephew of
the founder, took over the responsibility of the firm’s management
together with his brother Umberto (Castronovo 1999: 921ff.).
In the same industry and in the same period, however, the fam-

ily could also reveal itself as the main barrier to the growth and
modernisation of the firm, with adverse consequences for its mar-
ket competitiveness. During the 1930s, at the death of its founder,
Lancia was, after Fiat, the largest Italian car producer, well-known
abroad for the high quality of its automobiles. The founder’s widow,
Adele, took over the responsibility of the firm’s management, aided
by a number of technicians and executives already working in the
company. In 1948, however, the young (he was only twenty-four)
Gianni, the founder’s only son, becameCEOof the company, which
was facing the difficult transformation in the Italian car market
of the period after the Second World War. Meanwhile, at Fiat,
Valletta was pursuing his policy of growth, investment, and expan-
sion, whilst Lancia chose to maintain its family character with its
commitment to high-quality, craft-based products. Gianni invested
a large amount of the company’s financial resources in an expensive
racing team – considered one of the best means of advertising – and
refused funding from the European Recovery Plan so as to maintain
Lancia’s independence. The result was a progressive decline of the
company, unable either to restructure in favour of mass production
of small cars or, relying on its positive experience in racing, to focus
on sports-cars as a profitable niche in competition with its famous
rival, Ferrari (Amatori 1996: ch. 3).

We declare that our Company has to keep the primacy which it has main-
tained over the years . . . but our Company has, first of all, to be alive, and
for this it is not necessary for it to grow excessively . . . I know very well that
there are a lot of financiers willing to take over the Rinascente . . . I would
consider the sole cause of the failure of myself, as a man and as a worker, to
be obliged in the future to leave the control of the Company to a financial
institution . . . .

(Amatori 1989: 206)

These words, pronounced by Aldo Borletti, the President and son
of the founder of La Rinascente (during the 1950s and 1960s the
most important Italian department store), controlled and managed
by the two families Borletti and Brustio, capture very well the sharp
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contrast between the pressures coming from the market and the tra-
ditional ownership and organisational structures based upon family
and kinship.
In sum, the second industrial revolution made evident, with

an intensity never known before, the separation between capital-
intensive industries and the light, traditional ones. In light industry
the optimal size of the firm continued to be consistent with non-
bureaucratic organisations in which the limited family resources
proved ideal. The rate of diffusion of the family firm remained
in this way relatively high, for instance, in textiles, light and spe-
cialised mechanics, machinery, shoemaking, and in some branches
of the food and beverages industry. In other cases, such as building –
where the structure of the production process was dominated by dis-
continuity, variability, and flexibility rendering the introduction of
bureaucracy impossible – subcontracting, networking, and family
partnerships persisted as the dominant organisational form.
In recent research on American specialised producers from the

second half of the nineteenth century until the twenties and thir-
ties (Scranton 1997), Philip Scranton suggests that the growth of
big business has been accompanied all along by the creative pres-
ence of specialised producers. These persistent actors have been un-
touched by the technological imperatives of mass production. The
specialised producers – furniture-makers, hosiery-makers, ship-
builders, machine-tool-makers – and the enterprises that were ‘in
themiddle’, between specialised andmass production (e.g. iron and
steel rolling mills, men’s clothing, boots and shoes, autos and parts,
and others listed in Scranton 1997: table 3), have been a signifi-
cant element in American industry, contributing from one-third to
one-half of the whole value added at the beginning of the twentieth
century. These specialised producers were a relevant component of
the whole productive system, as it was these firms that manufac-
tured the machinery for the scale-intensive corporations. Yet, the
specialised producers were also able to fulfil a differentiated and
variable demand coming from the middle and the upper classes,
especially in products such as home furnishings and clothing. The
organisation of the production process was the opposite of that in
capital-intensive industries. In his study of the US textile industry
from the beginning of the nineteenth until the first half of the twen-
tieth century, Scranton also pointed to the considerable difference
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between the production system in Philadelphia and that in use in
Lowell,Massachusetts, which was based upon large-scale, unskilled
work and standardised production for the mass market (Scranton
1983 and 1989). The ‘proprietary capitalism’ in Philadelphia was
on the contrary less capitalised, based upon small and medium-
sized specialised firms employing a skilled workforce. The produc-
tion process was based on networking and flexibility, specialised
machinery, and personal knowledge among the entrepreneurs who
sold on the basis of the quality of their goods, and not on that of
the average cost per unit.
Scranton does not examine the ownership structures of the firms

he discusses.However, his research suggests that the pattern ofman-
ufacturing organisation present in the Philadelphia textile industry
was widely based on the individual and family business. Clearly, this
form of enterprise was consistent with the particular kind of pro-
duction, which had to be flexible and variable, entrepreneurial and
not bureaucratic. The family firm’s diffusion is explained not only
by technical considerations (i.e., the small and medium size of the
production units), but also by the fact that it was the most suitable
form of management organisation under specific conditions. For
instance, the high degree of skill required both in the workforce and
in the entrepreneur implies a method of training and knowledge
transmission that is at best performed in the family circle, where
competence and sensibility is, as Marshall would say, in the ‘atmo-
sphere’. Flexibility implies also a high degree of risk, both from the
productive and from the financial points of view. The family is not
only a reservoir of skill, labour, and know-how.AsCharles Sabel and
Jonathan Zeitlin (Sabel and Zeitlin 1985 and 1997) suggest in the
context of their historical alternatives to mass production theory,
in the Philadelphia textile industry the identification between the
family and the enterprise was functional to this particular kind of
specialised production well into the era of capital intensity. In other
words, the flexibility required in these industries can be achieved
only through a ‘de-verticalisation’ of the production process, since
the relationships among the different producers have to be as vari-
able as are the changes in demand and in themarket’s requirements.
From this perspective, the family is embedded into the local system
of values and culture and is an institution that grants an efficient
exchange of information, reducing the transaction costs among the
various producers. In the case of the Roubaix textile industry, David
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Landes (1976) along with Sabel and Zeitlin emphasises the role of
the système Motte in shaping the competitive strength and the con-
figuration of the production process in the district. This system
was based upon networks of local producers, very specialised and
knowledgeable, who were interconnected by kinship and high-trust
ties, thus ensuring the necessary flexibility to compete with mass
production. According to Alfred Motte, the entrepreneur who ex-
plicitly outlined the project around the mid nineteenth century, it
was necessary to pair each family member who had come of age
with an experienced technician from one of the family’s firms; they
were then provided with start-up capital (most of which was held,
of course, by the family member) in order to establish a company
that specialised in one of the phases of production that was still
needed. The new firms often found markets outside, as well as
inside, the family, but their financial and emotional ties to the lin-
eage made them dependable partners, even in difficult times. This
common loyalty to the family freed the companies to make the re-
alignments dictated by changing fashions, whilst ensuring against
extreme fluctuations in the demand for particular processes: it also
provided the necessary trust to maintain a system of common fi-
nancial reserves, marketing and purchasing (Piore and Sabel 1984:
34–5).
The history of the Italian industrial districts presents the best ex-

ample of the role of the family as an institution. These districts can
be defined as clusters of small and medium-sized enterprises active
in one industry, each performing one or more phases of the pro-
duction process, usually linked by informal agreements and debt or
credit connections. In their purest form, the relationships among
the entrepreneurs are informal, not contractual, and based upon
trust and a widely shared system of values and culture. The net-
works linking the enterprises are variable according to the often
very rapid changes imposed by the market. Examples of this kind
of production organisation are to be found almost exclusively in
the light, traditional industries in which the production process is
fragmented and its single phases can be efficiently performed by
different producers. This is the case, for example, in shoemaking,
in various branches of textile and clothing manufacturing as well as
in the mechanical and machine-tools industries. It is also prevalent
in the production of a large number of luxury goods (Goodman and
Bamford 1989; Cossentino, Pyke, and Segemberger 1996).
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The point worth stressing here is related to the nature and owner-
ship structure of the single production unit: small, entrepreneurial,
and owned and directed by the family, which is the main source of
labour, skill, finance, and personal contacts. The kinship relations
among the entrepreneurs act together with the personal connections
in enhancing trust and knowledge, reducing transaction costs. The
standing of a family inside the local society, and also the relations
between its members and the wider community, are essential to the
circulation of credit and information at the local level (Dei Ottati
1994; Colli 1998).
The family also provides the necessary flexibility in the use of

labour. As happens in a peasant society – which these local systems
frequently originate from and remain firmly rooted in – each mem-
ber of the household is involved in the production process when
necessary. Inside the local production systems, the overexploita-
tion of the family members is fairly accepted and frequent. The
role of women, for instance, even if frequently obscure and hid-
den, is a key resource for these entrepreneurs, who are often able to
start up their firms only thanks to the aid of their wives, sisters, or
mothers, who provide active financial, administrative, and technical
support.

Which role for the family firm? Toward a new
perspective

The dualism introduced by the second industrial revolution be-
tween capital-intensive industries – concentrated, oligopolistic, and
corporate – and the light sectors – small, entrepreneurial, and often
engaged in single-phase and flexible production – should not be seen
as too rigid. This dualism is rooted in the technological revolution
of the late nineteenth century and is reflected in the ownership and
organisational structures of the enterprises, creating an industrial
world populated, according to Edith Penrose, by ‘caterpillars and
butterflies’. It is evident, however, that these two categories have
to be considered as the extremes of a continuum rather than two
completely separate worlds. In fact, if specialised producers can of-
ten employ complex bureaucracies (Scranton 1997: ch. 1), it is also
not rare to find in scale-intensive industries the flat organisational
structures modelled on the owner family.
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The managerial era is, also in its post-Fordist and post-modern
version, populated by family firms active not only in labour-
intensive, low-tech industries at an artisanal level following the clas-
sic ‘residual’ model, but also in high-tech, capital-intensive, and
sometimes scale-intensive industries. There are, along this contin-
uum, a quantity of hybrids – organisational structures combining
the logic and the advantages of the family firm as well as of bureau-
cratic and managerial organisations. Hybrids are perfectly rational
and fit efficiently inside a defined cultural framework. Their exis-
tence can be explained only by considering them as the efficient
product of particular institutional conditions, and not simply as
a failure that should be corrected by a compulsory convergence
process.
To illustrate this point two examples are particularly significant.

The first one is given by the history of the Japanese zaibatsu be-
fore their dismantling after the Second World War. According to
Hidemasa Morikawa, the evolution of these enterprise groups can
be divided into three main phases (Morikawa 1992, and 2001:
47ff.). During the first of these, from the groups’ origins until
the end of the nineteenth century, the organisational structure of
the groups was heavily based upon the family, which provided the
human capital necessary to fill top- and middle-management posi-
tions. In some cases, after the Meiji Restoration, the lack of man-
agerial skills in the family was resolved both by involving the closest
relatives and by means of the bantô, a kind of ‘ruler’ governing in
the name of the family, to which he was strictly linked by fidelity
and respect. The bantô, who generally belonged to the samurai class,
were, in Morikawa’s view, more of an obstacle than an incentive to
the corporation’s development, given their autocratic, nepotistic,
and conservative behaviour (1992: 47).
In other words, the presence of a factotum is not to be confused

with the introduction of amodernmanagerial hierarchy, the essence
of which is the devolution of power inside the organisation itself.
In any event, the generation effect, together with the progressive
enlargement of the scale and scope of the main zaibatsu activities,
led to the introduction of salaried managers by the end of the nine-
teenth century, even if, in this case, it is still not possible to talk
of a complete managerialisation process. In the case of Mitsui, for
example, at the end of the nineteenth century the control of group
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subsidiaries was delegated to professionals, but the dynastic motive
remained of extreme relevance at least until the 1930s (Morikawa
1992: 114ff.; 2001: ch. 3).
On the other hand, management was not completely free from

its ties and moral obligations toward the property which still main-
tained a considerable control over strategic decisions. Haruhito
Takeda, for instance, emphasises the fact that before the Second
World War the families were still the main shareholders and main-
tained a complete control over the management decisions and over
the governance of the whole corporation (Takeda 1999: 90). As the
scope of the activities run by the whole concern grew, an organ-
isational structure based on the multi-subsidiary system was pre-
ferred to the multi-divisional one. This meant the creation of a large
number of top-management positions and hence a high degree of
management motivation (Morikawa 1992: 189). In a third phase,
however, a further separation took place between the family and
the holding company of the zaibatsu. During the period between
the World Wars, new cohorts of managers took over responsibil-
ity for running the relationships between the holding company and
its subsidiaries, which were already under managerial control. In
this way the family became increasingly separated from the day-to-
day management of the concern. The holding company, however,
was increasingly seen as ‘a neutral zone for the co-ordination of the
family’s and management’s interests’, even if, in the end, the family
maintained the authority to make major changes in the business, or
to choose the top management (Takeda 1999: 95).
At the end of this process of transformation, and before their

forced dissolution after the Second World War, the organisational
and governance structure of the zaibatsu had evolved considerably.
The families had given up a considerable part of their authority,
especially in the day-to-day management of the corporation. Fur-
thermore, the presence of a large network of subsidiaries had associ-
ated a high degree of management motivation (multiplying the top
positions) with the possibility of raising considerable financial re-
sources on the capital market. The holding company was the place
where the negotiations between the family and top management
took place, so that the policies and strategies of the corporation
were not influenced by unattended intervention by the family. The
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presence of written codes of conduct also helped to maintain this
separation.
The organisational form of the zaibatsu allowed it to maintain

the positive aspects of the family business for long periods. In this
respect, the qualities of loyalty and commitment, insiders’ careful
training, and above all the unwillingness to delegate power loomed
large. The owner families were able to take a long-term view, ap-
point the most qualified personnel available on the market, diversify
the original business, and progressively accept a loss of decision-
making power in the day-to-day management in order to maintain
their authority over the whole enterprise. The zaibatsu proved in
the end to be an efficient form of corporate governance inside a
particular cultural framework at a time when Japanese industrial
capitalism faced serious internal and international challenges. As
Morikawa suggests, in this situation ‘a family business that was
ruled by blood ties and family traditions and that refused to de-
velop new enterprises or employ new talent put its very survival in
jeopardy’ (Morikawa 1992: 246).
The history of the Japanese zaibatsu provides an interesting case

of family firms successfully active in capital- and scale-intensive
industries in the managerial era. At the core of Morikawa’s thesis
is the idea that the large, diversified business groups were the best
organisational form to compete in that particular period and in
such an institutional and cultural context. The ability to cope with
the challenges of growing competition, especially after the 1868
Restoration, by means of diversification and long-term investments
in human capital consisted of maintaining a flexible organisation
and balancing the virtues of both market-based and bureaucratic
structures, entrepreneurial and managerial philosophies.
In a completely different context and historical period, the same

conclusions can be obtained from the case of today’s emerging dy-
namic, internationalised, medium-sized family firms that are able
to dominate international market niches with very specialised prod-
ucts. The Italian case is particularly telling in this respect. From the
1980s onwards, a substantial process of restructuring took place
inside the fragmented world of the established industrial districts.
In several cases a process of ‘hierarchising’ took place, and bu-
reaucratic or quasi-bureaucratic relations were substituted for the
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market mechanism proper of the industrial district in its pure form.
Some major (if compared to the average dimension of the district’s
single unit) enterprises began to emerge at this time, and whilst they
continued to be rooted in the local industrial district in terms of
access to skilled labour, finance, and know-how, they progressively
moved to larger-scale operations and more complex organisational
forms.
The reasons behind this transformation are various. The critical

factor was globalisation in the 1990s, which accelerated the inter-
nationalisation process in medium-sized enterprises. These were
often active in well-defined, international market niches – for in-
stance, machine tools and other durable goods, clothing, luxury
goods, and the other various branches of the so-called ‘Made in
Italy’. The growth resulting from these transformations was man-
aged by the creation of hierarchical structures based upon a multi-
subsidiary system. This was in some ways similar to that adopted
by the Japanese zaibatsu. In the Italian case, a financial holding
company heads a large number of subsidiaries, active on the home
market and abroad.
These ‘new’ actors in the country’s industrial landscape experi-

enced steady and sometimes impressive rates of growth in terms
of sales, value added, and in employees. There was also a growing
internationalisation process that resulted in some cases in a remark-
able dominance of world-sized market niches. Given the peculiar
economic and industrial history of the country, these companies
are now among Italy’s top corporations, even if they still maintain
the character of medium-sized, sometimes even small, enterprises
active in traditional or specialised industries.
Probably the most representative case of one of these ‘pocket

multinationals’, given its world-wide diffusion, is the Benetton
group, an international leader in the fashion and clothing industry.
There are many similar cases, very well known at an international
level, for instance Ferrero (chocolate), Natuzzi (fittings and furni-
ture), Luxottica (glasses), as well as the Armani and Versace groups.
These corporations share a common history, generally going back to
the 1950s and 1960s – decades during which the national economy
experienced its most significant modernisation. Possessing an en-
trepreneurial ethos rooted in local systems of production, they have
remained as strategic sources for subcontracting. The process of
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growth and internationalisation began generally during the 1980s
and early 1990s, when an enlargement of the scope of the activity
began.
Perhaps the most striking feature of these business groups lies in

their governance and organisational structures. With very few ex-
ceptions, the recent history of these enterprises confirms the com-
plete control of the family over the corporation. Often, the founder
still directly manages all the strategic activities of the group, with
only a small degree of decentralisation in the decision-making pro-
cess, which is usually left to the heirs or to professional managers.
Even these professional managers are sometimes co-opted, thanks
to marriage strategies, or appointed after a long career inside the
firm itself on the basis of personal knowledge and trust. In such a
way it is possible to talk of ‘driven democracy’.
The family’s influence is reflected in the composition of the board,

which is dominated by the founder’s immediate family or close rel-
atives. The family is, in many cases, the source of skill that has
always been relied upon to provide finance, labour, and know-how.
The structures of these groupsmirror their historical evolution. The
first, original nucleus of the enterprise has transformed itself into a
family-controlled financial holding company, presiding over a large
number of unincorporated subsidiaries active in the core, but also
in very diversified fields. This is also consistent with vertical inte-
gration, a structure that sharply differentiates these middle-sized
enterprises from the generality of Italian small business. The opera-
tive units (both productive and commercial) are run by relatives or
very often by professionals strictly linked to the family. The family
still, however, maintains control of the subsidiaries via their boards
which generally contain several members of the controlling family.
In the case of the Benetton group, its history goes back to the

1950s when four siblings, Luciano, Carlo, Gilberto, and Giuliana
Benetton started a small subcontracting activity in the hosiery in-
dustry. As with many other small workshops spread through the
countryside near Treviso in the Venetian region, the business was
strictly family-run from its inception. According to one of the firm’s
official ‘biographies’ (Mantle 1999), the original division of labour
among family members was rigid. Luciano, the eldest of the four,
together with his younger brother Gilberto, went around selling the
hosiery that his sister, Giuliana – in turn helped by her mother –
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produced at a knitting machine bought with loans from friends and
relatives. The business idea was quite simple: to produce and sell
hosiery of different colours instead of the traditional, single dark
colours. At the beginning of the 1960s the small familyworkshop en-
larged the scale of the activity and started to sell its products directly
by means of a chain of shops at home and, from the beginning of
the following decade, also abroad. From the seventies onward, this
capillary distribution system grew rapidly due to the introduction of
franchising contracts with small shopkeepers. This was accompa-
nied by a production strategy based upon scale-intensity, low prices,
and intense advertising. The flexibility required by the particular
kinds of production was achieved successfully due to the presence
in the region of an extended network of small subcontractors. At
the beginning of the 1980s, the Benetton group was founded and
in 1986 was listed on the Milan Stock Exchange. Today, the four
siblings control a huge conglomerate, Edizione Holding, by means
of a limited liability financial holding. The main interests are in the
textile industry (with the vertically integrated Benetton Group) and
in snacks and restaurants in the form of the Autogrill chain. The
group is present all over Europe and the USA after the recent acqui-
sition (1999) of Host Marriot Services. The size of the corporation
is significant: at an aggregate level, sales in 1998 reached about 4.7
billion Euros, with around 30,000 employees.
TheBenetton family, however, is not amere owner; even if growth

meant delegation, the key positions at the middle and lower levels
are still in the hands of the four founders and their descendants,
who hold managerial responsibilities in the group’s subsidiaries.
In the case of Benetton, as in several other groups of smaller

size, the family seems to have been able to coexist with professional
management by building up an organisational structure where the
virtues of family involvement are associated with the advantages
derived from the delegation of responsibility into a multi-subsidiary
structure. It is difficult – and probably beyond the goal of the work
at hand – to say if this is destined to be an enduring solution or
only a step toward a definitive separation between ownership and
control.
In several circumstances, the scale and scope of the activity of

middle-sized corporations do not imply a need for delegation and
for the creation of a managerial hierarchy. Clearly, this has to do
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with a transformation in production techniques and in the market
demand that some sectors, especially in consumer goods, have expe-
rienced during the last decades, shifting from amere scale-intensive
model to a growing product differentiation. The enlargement of the
scope of the activity, instead of the scale, is clearly consistent with or-
ganisational growth based upon the multi-subsidiary system, which
is perfectly consistent with a blend of family-based and managerial
hierarchies.
From this perspective, and looking at stories similar to that of

Benetton, it is possible to affirm that the traditional view of the
role of the family firm in the era of managerial growth is almost
reductive. As demonstrated, the family firm is neither the organisa-
tional form proper for small producers active in traditional, labour-
intensive industries, nor simply a transient state on the way to more
developed and sophisticated organisational forms. Even if in trans-
formation, to the extent that it is the dominant organisational form
in specialised and traditional industries, the family firm has proved
to be resilient – adequate to cope with rapid shifts and changes in
the market demand, and even maintaining a crucial dimension in
terms of scale economies by means of the instrument of the multi-
subsidiary group.

Old problems, open questions: leadership
succession, corporate governance, and path
dependence

The enduring role and resilience of the family firm in modern and
even ‘post-modern’ industrial economies raise a number of ques-
tions that can be answered from a historian’s point of view. These
issues are relevant because family firms continue to constitute an
important section of the economic system, not only in manufac-
turing, but also in services and finance. Undeniably in some cases,
family firms today are the key sources of competitive advantage in
rational industrial structures, and this makes them a crucial asset
also at the macro level, given their contribution to overall economic
growth. The Italian case is particularly telling in this respect; the
family firm dominates the national industrial structure, proving also
to be a very efficient, perhaps the most efficient, model, particu-
larly in the case of medium-sized, specialised, and internationalised



66 The History of Family Business, 1850–2000

companies. If, however, the existence of the family firm is consis-
tent with the turnover ratio typical of the industrial districts subject
to a high number of ‘births’ and ‘deaths’ of entrepreneurial initia-
tives, this is not the case for world-wide specialised market niches.
In this case the problems affecting the family firm can irremediably
undermine its competitiveness resulting in a loss of market share to
the benefit of other, very often foreign, competitors.
From the 1980s onward the focus of research on family firms

has shifted progressively to the dynamics shaping the internal or-
ganisation of the single-family firm, its strategies, and competitive
strength. Particular emphasis has been placed on the issue of lead-
ership succession, which is increasingly perceived as the crucial
issue affecting the family firm’s welfare (Corbetta 2001: §3). This is
particularly evident in those countries, for instance Italy or Spain,
where family firms have particular relevance in sustaining the coun-
try’s competitive advantage (on Spain, see Gallo and Pont 1988;
Gallo 1995; Pérez 1997; on Italy, Amatori and Colli 2000). Even
a superficial reading of specialist management literature, however,
confirms that the passage of a business from a founder to his or her
successor is likely to be fraught with difficulty in other geographical
and cultural contexts as well (Alcorn 1982: 2; Dyer 1986: 3–13;
Ayres 1990: 3–22). During the 1990s, an enormous amount of de-
tailed researchwas produced on leadership succession by scholars of
management and by consultants (for a synthesis, see, for instance,
Dyer and Sanchez 1998), even if analysis from both a compara-
tive and a historical point of view is still scarce (an attempt in this
direction is that, for instance, by Pérez 2000 and by Colli, Pérez,
and Rose 2001). Despite the obvious differences in the succession
process in relation to history and culture, it is, however, possible
to identify some useful generalisations (on this see Colli and Rose
2002, on which the following section largely draws).
Historically, the process of leadership transition has been influ-

enced by the fact that the family provides protection against uncer-
tainty, especially in rapidly changing environments. Yet this is also
true when both the sphere of management and the choice of future
leaders are concerned. Close networks of trust – from extended
families to clans and business communities – ensure a combination
of incentives, effective monitoring, and loyalty (Pollak 1985), and
have traditionally been internal markets for managerial skills. This
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path of recruitment was the norm in all levels of British manage-
ment up until the 1950s (Payne 1984; Chandler 1990a; Rose 1994;
Rose 1998). In early nineteenth-century America, one legacy of
Philadelphia’s proprietary capitalism was a capacity to secure con-
tinued family control of businesses through the creation of spin-off
firms to accommodate subsequent generations well into the twen-
tieth century (Scranton 1993).
Even today the family business is synonymous with insider suc-

cession all over continental Europe, not least in Italy where ‘the
idea that a company is a personal or family domain seems to mate-
rialise as a persistent culture’ (Amatori 1997a: 270). Meanwhile, in
the new industrialising countries, in both Asia and Latin America,
family succession remains the norm in the firmly entrenched busi-
ness groupings (Strachan 1976; Leff 1978; Lansberg and Perrow
1991; Dutta 1996).
Family and business together often leads to deep contradictions,

and consequently the process of change in business leadership may
be problematic to the point of traumatic shock and genuine risk
to the firm’s survival (Rose 1993). Historical evidence supports
this idea. In nineteenth-century Britain, as well as in twentieth-
century Italy, although numerous forces, including inheritance laws
and strong parental authority, led to a dynastic approach to busi-
ness, there were often serious problems associated with creating
continuity in family firms. This was the case when the heirs were
unwilling or more often unable to take over the responsibility of
the firm’s management. It is here that the often-quoted ‘Budden-
brooks effect’, schematising the inadequacy of heirs to obtain the
same success as the founder, gains some ground.
On the other hand, even when the new generation is willing to

enter the business, a sharp conflict often arises from the introduction
of new strategies and structures in an old, often sclerotic environ-
ment, especially when ageing business leaders are reluctant to retire.
This introduces another relevant issue, i.e., that of succession plan-
ning and successors’ training. Even if in this field there is a growing
bulk of empirical research (for instance, the Family Business Review
publishes yearly several contributions on the topic), there is still a
distinct lack of information and investigation from a historical and
comparative perspective (among the rare exceptions, see Scranton
1986; Rose 2001; Colli, Pérez, and Rose 2001).
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According to existing research, however, formal planning of suc-
cession was rare in Britain and the United States, while it was com-
paratively more common in continental Europe (see, for instance,
on France, Hau 1995: 57; on the Dutch case, Arnoldus 2002; on
Spain, Pérez 1999). In the Italian case, the economic backward-
ness of the country and the will to industrialise during the second
half of the nineteenth century encouraged the first entrepreneurs to
manage the training of their heirs. This happened not only inside
the firm but also by means of sending heirs abroad – particularly
to France, Germany, and Britain, where they could learn the most
recent technical innovations. For instance, looking at the history
of the most important textile firms of the country, it is difficult to
avoid the impression that the founders carefully planned their suc-
cession, mixing shop-floor training, technical studies, and travels
abroad. Also today, in medium and large family firms, the issue of
succession is a key issue, as many of the successful, world-wide and
specialised market leaders were founded during the 1960s. Even if
almost always familial, there is a growing trend toward careful plan-
ning of the succession, thanks also to the aid of professionals and
consultants (Neubauer and Lank 1998).
The issue of succession becomes especially problematic where

large numbers of heirs are concerned, and this has meant the for-
malisation of previously unwritten procedures regulating the change
in the leadership and the hiring of family members. In the case of
sibling partnerships or cousin consortiums it is necessary to reg-
ulate the relationship between the family, as a source of human
capital and managerial competencies, and the firm. Similarly, the
relationship between the members of the family who take an ac-
tive entrepreneurial role in the firm and the other relatives who are
outside the organisation must be regulated (Ward 1986; Lansberg
1999).Usually, the agreements signed among relatives take the form
of written ‘constitutions’ (Neubauer and Lank 1998: 65) to which –
as was the case of the Japanese zaibatsu – each family member in-
volved in the firm is somehow committed.
The substitution of formal for informal rules has been acceler-

ated recently, due to the pressure on the medium and large family
firms coming from the disclosure and transparency required by na-
tional codes of corporate governance and by national and interna-
tional financial markets. Although such constitutions and the use of
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formalised family meetings have increased in popularity in Europe,
Latin America, and Australia in recent years, only a limited num-
ber of family firms in the Western world have maintained effective
family meetings.
In a comparative perspective it should be noted that the problem

of intergenerational conflict does not have the same relevance in all
cultures. For example, the durability of family business in India over
several generations has been explained in terms of a combination
of distinctive attitudes toward the family and family members that
minimise the degree of conflict (Dutta 1996).
Partially linked to the issue of leadership succession is that of

corporate governance, which can be defined as a system of rules and
structures by which companies are directed and controlled. By this
mechanism corporations are monitored by the various stakeholders
who share interests in the firm itself, from the shareholders to the
employees, from the financial institutions to the customers.
The issue of corporate governance has been gaining ground dur-

ing the last decade as well in the world of family business (Ward
1992; Neubauer and Lank 1998: 65ff.). This is especially the case
when the familymembers are numerous – and not all involved in the
firm’s day-to-daymanagement. Likewise, when seeking resources to
finance expansion, former ‘family dictatorships’ have been forced to
rely upon external capital – for example, by establishing long-term
credit relations with a bank or by partially going public. In the case
of family firms, the introduction of rules of governance often means
a radical transformation of traditional management practices. This
can result in increased transparency, for instance in accounting, re-
porting, and control procedures, as well as the disclosure of other,
previously hidden kinds of information, e.g. the structure and du-
ration of shareholders’ voting agreements together with practices of
protection of minority shareholders (Ward 1992).
The debate on corporate governance has been particularly

widespread in Europe. In this case, with the noticeable exception
of the United Kingdom, the family firm is present at almost every
dimensional and sectoral level. The diversification of financial mar-
kets has resulted in a growing tendency to go public at all levels of
firms, or at least to rely upon means of financing growth other than
by internal resources or short-term debts (Whittington and Mayer
2000; Barca and Becht 2001).
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In the case of the stock market, ‘new’ segments (such as the
Neumarkt in Germany, the Star and Nuovo Mercato in Italy, and
the Nouveau Marché in France) have made large amounts of fi-
nancial resources available to small and medium-sized companies.
Furthermore, the presence of regulatory authorities on the stock
markets has forced the major companies – and among them a large
number of companies owned and controlled by families – to estab-
lish ‘codes of discipline’ regulating the relationships amongminority
and majority shareholders and introducing greater transparency in
relation to internal policies and strategies.
Changes in the traditional modes of conduct for medium and

large family firms are noteworthy. In the Italian case, large family
firms had obtained the resources necessary to finance their growth
both through financial institutions and also via the stock market.
However, this did not mean they became public companies strictu
sensu; the founders and their families were able to maintain a real
control over the firms in question, influencing their policies and
strategies by means of various instruments. Among these had been
the issuing of stocks with limited or no voting rights, the presence
of shareholders’ agreements, and above all the creation of pyrami-
dal groups. By these means they have been able to control large
amounts of capital with limited resources (Bianchi, Bianco, and
Enriques 2001). In this framework, minority shareholders have a
limited influence, and the families continue to dominate by appoint-
ing CEOs and topmanagers, thus defining the whole group’s strate-
gies. During the 1990s the most important Italian private groups
were controlled by families (for instance, the Agnelli at Fiat) or in-
dividuals (Carlo De Benedetti at Olivetti) who, thanks to financial
holdings and ‘Chinese boxes’ (as the financial pyramids are nick-
named in Italy), multiplied their power of financial control. The
recent introduction of disclosure and transparency rules at the EU
level (see, for instance, Becht 1997), together with a greater de-
gree of compulsory regulation for the financial and stock markets,
challenged deeply this consolidated system. For instance, in 1998
a consolidated finance Act introduced the regulation of sharehold-
ers’ agreements, enhancing also the power ofminority shareholders.
This has resulted in families becomingmore andmore compelled to
share their control with other agents, such as institutional investors,
financial institutions, and also minority stockholders, who can exert



Family firms in the era of managerial enterprise 71

much more influence over leadership succession strategies than in
the past.
Both leadership succession and corporate governance issues are

relevant aspects of a more general problem involving the values
and culture of family firms in the rapidly changing environment
of the globalisation era. The culture of individual family firms is
a consequence of the aspirations of the founders and of their suc-
cessors, which shape the firm’s internal and external relationships
and determine the way these change through time. In a rapidly
evolving environment the presence of strong values and of a consol-
idated corporate culture are undoubtedly assets against uncertainty.
On the other hand, this can result in inward- rather than outward-
looking business cultures and firms can become almost impervious
to change.
The preference for ‘insider’ succession in order to maintain in-

ternal stability can delay dynamism and innovation, the latter being
more likely when firms recruit from outside. Individual history mat-
ters, but it can also become an obstacle to change, especially in or-
ganisations that are firmly committed to tradition and consequently
hostile to change. Moreover, the long-term commitment of family
shareholders – which can be an asset for the management in peri-
ods of crisis and turbulence – may contribute to the lock-in of the
firm’s strategies, since it fails to provide incentive to undertake new
strategies for growth (Müller 1996: 44). The inextricable embed-
dedness of the family in its economic and social environment does
not obviously help to avoid a risky path-dependence. It may indeed
dull the firm’s competitiveness, in terms of pursuing new markets
and products, even if leadership succession in family firms means a
‘leap’ in the company’s market approach.
There is abundant historical evidence that the long-term re-

silience of family-owned enterprises requires the ability to institute
changes and the willingness to adapt the original business idea to
new market circumstances. For instance, in the case of the two
main Swedish family-owned business groups – Bonnier, involved
in media and publishing from the 1840s, and Wallenberg, active in
banking and manufacturing from the mid nineteenth century – the
strong commitment to traditional family values accompanied the
ability to adapt to change and develop new business ideas (Larsson,
Lindgren, and Nyberg 2000). Similar conclusions are drawn in
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Margrit Müller’s research on two Swiss companies in the chemical
and steel sectors from the mid nineteenth century to the present. In
these cases, the long-lasting success of the enterprise was ensured
not only by ability to adapt to changes in markets and technology,
but also by the willingness of both of the families ‘to loosen the
links between the family and the firm’ during the difficult period
of the 1970s (Müller 1996: 44). In the French case, the stories of
Peugeot and Michelin (Chadeau 1993) confirm that old industrial
dynasties are also to be found in capital- and scale-intensive large
corporations.
In the end it can be said that long-lasting family firms have

been able to pursue strategies of survival based upon the contin-
uous search for a compromise between the aspirations of the family
members and the constraints imposed both by market competi-
tion and by institutional and legal systems. These agents have suc-
ceeded in a process of fine-tuning that combines the virtues of trust,
low transaction costs, and long-term commitment with creative en-
trepreneurship and management.



4
Conclusions

During the last two decades of the twentieth century, family busi-
ness has often been centre-stage in the debates surrounding organi-
sational change in business. Analysis has matured from a defence of
personal capitalism to the discussion of international variations in
business capabilities generally and family firms in particular. The
aim of this study is to stress the relevance of ‘family business’ in the
long run as well as its resilience across place and time. Despite the
convergence hypothesis, the family firm has been a critical element
in the industrialisation process, from the first industrial revolution to
the post-Fordist era. A significant number of family firms, in both
specialised and scale-intensive industries, have proved able to adapt
themselves to transformations in markets and technology whilst
maintaining their leadership over time. If there is ample evidence
of the so-called ‘Buddenbrooks effect’, there are also numerous ex-
amples of successful fourth-, fifth-, and also sixth-generation family
firms.
This study has also stressed the extreme diversity of family busi-

nesses, which include a range of types from large, multinational and
complex corporations tomiddle-sized specialised producers, as well
as the small and atomised production unit inside an industrial dis-
trict. One important point to note is that, despite the relevance
of the subject, there is a surprising lack of theoretical, economic
research, and even then the family firm is usually identified with
the small and elementary production unit while the empirical work
has often been written from a purely ‘managerial’ point of view
(Casson 2000: 197). Whilst economic historians have investigated
the family firm as a specific organisational form common during the
early stages of the industrialisation process, in doing so they have
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generally avoided analysing its persistence through the second and
third industrial revolutions, while disregarding any internationally
comparative approach.
In its strictest definition, the family firm is fully owned and man-

aged by family members and the social and economic identification
between the two institutions is almost complete. It is clear, how-
ever, from the evidence presented here, that a more realistic defi-
nition would be wider, encompassing all cases in which the family
maintains a share of the capital sufficient to appoint top manage-
ment and influence the firm’s strategies, thereby limiting the set of
choices available to management.
This study has also emphasised that the notion that family firms

remain constantly the same in every place and over time is an incor-
rect generalisation. Their resilience and efficiency, as well as their
contribution to the wealth of the nation, depend also on the cultural
and institutional environment shaping their organisational struc-
tures as well as the relationships between the family and the firm.
Another generalisation that has been analysed here is the sugges-
tion that the family firm is a transient form between the individual,
entrepreneurial initiative and the managerial, publicly owned cor-
poration. There is much evidence, on the contrary, to show that
family firms are the most appropriate organisational form for the
transmission of the founder’s original aim to increase the family’s
and the firm’s welfare.
One of the aims of this study has been to discuss the central

issue of the persistence of family firms in modern advanced indus-
trial economies. In the traditional interpretation, the family firm
can successfully compete only in specialised, skill-based sectors and
in those industries where transaction costs are comparatively high
(Casson 2000: 203; Corbetta 2001). Although it is true that family
firms were one of the engines of the industrial revolution, reduc-
ing transaction costs in a risky and uncertain environment, it is
also possible to find successful examples of family-owned concerns
operating in modern, scale-intensive industries. Furthermore, the
traditional view does not explain why this organisational form is so
common in modern developed economies even though information
is easier to come by and laws and codes are more strictly enforced
than in the past.
The fact that family firms have survived in the top industrialised

countries, is surely due to a set of ‘structural’ internal factors which
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have enhanced their competitiveness and ability to react to mar-
ket challenges. These ‘competitive advantages’ (which have been
viewed as ‘disadvantages’ in literature adverse to family firms) in-
clude quick decision-making combined with long-term planning
and commitment reinforced by a dividend policy directed toward
the accumulation of capital (Yasuoka 1984b: 308ff.). These ad-
vantages are, however, the direct consequences of the reduction of
internal transaction and agency costs, arising from the coincidence
between the family and the firm. Another relevant explanation for
the family firm’s persistence lies in elements that are rooted in a
particular context. In other words, it is important to take account
of the country’s system of values, culture, and ideology, all of which
shape the institutional framework influencing the form – and con-
sequently, the strengths and weaknesses – of a family firm.
Generally speaking, at amicro level and in a historical perspective,

it is possible to identify two different behavioural patterns that can
determine the success – or decline – of the family firm. On the one
hand, there is the traditional model of the ‘familialistic’ or ‘dynastic’
firm (this definition is taken from Casson 2000). In this case the
identification of the family with the firm is almost complete. The
main goal is to preserve the enterprise, or, if possible, increase its
success as an asset for the whole family. The enterprise is viewed
as the main source of wealth and subsistence for family members
who are expected to find a job in the firm itself. Even in the case
of a complex organisation, the top management positions are as-
signed to family members, while the only chance for outsiders to
achieve upward mobility is to enter the family itself via marriage
strategies. The leadership succession process, even in the presence
of advanced methods of selection and training, is in any case man-
aged inside the family, with very limited recourse to consultants and
professionals. As a consequence, ‘dynastic’ firms are rarely innova-
tive, and tend to preserve the competitive advantage gained during
the start-up period. It is possible that they can count on such an
advantage in terms of market, product, or know-how and assume
that this position will go unchallenged in the medium period. In
another successful scenario, transaction and information costs are
so high that maintaining every managerial responsibility inside the
family is the only possible way to operate. One clear advantage of
the dynastic firm is the strong commitment and long-term training
of the family members – counterbalanced by the lesser motivation
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of middle management, who are prevented from reaching the top
positions.
Another typology is that of the ‘open family firm’. In this case,

even if family control is unquestioned, a relevant issue is the pres-
ence of outsiders in key positions. Familymembers are not expected
to enter the firm as a matter of course, but only after serious train-
ing, and the outsiders compete with insiders for top positions. In
this instance, the risks involved in the hiring of non-family-members
are counterbalanced by the necessity to break up the routines inher-
ited from past generations. It is clear that this pattern is to be found
where dynamism, in terms of rate of growth or market evolution, is
high at the same time as transaction costs are low.
The historical perspective deployed in this study, emphasising

the relationships of the family firms with their context, is consistent
with a more dynamic consideration of the subject. Quoting Mark
Casson, ‘the family firm is neither an anachronism – as conven-
tional neo-classical economics suggests – nor a viable replacement
for the modern managerial corporation. It is, however, a valuable
member of the set of institutional forms available to entrepreneurs
within a market economy’ (Casson 2000: 220–1). This study has
provided an account of the shifting controversy surrounding the
impact of family firms in modern and mature economies. It has
also reaffirmed the need to place business in its social, historical,
institutional, and economic context. It remains to be seen how far
multidisciplinary approaches will move the analysis of family firms
forward, always bearing in mind that business historians will con-
tinue to take seriously this particular organisational form in view of
its survival and continuing proliferation.
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Family business is a very broad issue and the point of convergence
of several research fields, from psychology, history, economics, an-
thropology, and other social sciences to management disciplines,
consulting, and business administration. This means that it is al-
most impossible to provide a complete account within a short bib-
liographical essay of the large amount of research concerned with
personal capitalism and family firms.
This short essay provides a synthesis of current debates on the

topic. It also identifies the seminal works on the subject. Due to
limitations of space the essay highlights broad and comparative re-
search.

Overviews and sourcebooks

A useful introduction to the topic is the collection of papers pub-
lished in the International Library of Critical Writings in Business
History, no. 13 (Elgar Reference Collection, Aldershot, UK, and
Brooksfield, USA, 1995), edited by Mary B. Rose. In collaboration
with the same author, I have published a short essay, ‘Family Firms
in Comparative Perspective’, in a volume edited by Franco Amatori
and Geoffrey Jones entitled Business History Around the World at the
Turn of the Century (Cambridge University Press, 2001). There we
provide additional bibliographical information emphasising both
cultural and institutional perspectives.
Another important collection of articles and papers is to be found

in the volume edited by Craig Aronoff, Joseph Astrachan, and John
Ward entitled Family Business Sourcebook II (Business Owner Re-
sources, Marietta, Ga., 1996). The quarterly issues of the Family
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Business Review, an international journal devoted to interdisci-
plinary research on the subject, provide an updated source of infor-
mation.

Conferences and colloquia

The issue of family capitalism has been the subject of discussion
at various conferences, seminars, and colloquia where the work of
Alfred Chandler, emphasising the close relationship between large,
managerial public companies and the ‘wealth of the nation’, has
provided the focus of debate. Chandlerian scholars have explicitly
connected the persistence of family firms and personal capitalism to
a loss of competitive strength and to a general economic backward-
ness. Some comparative research has tried to explore the different
national patterns of managerial capitalism together with the resis-
tance posed by ‘old’ organisational patterns. For instance, in 1982
at the Eleventh International Economic History Congress, Leslie
Hannah organised the proceedings of the congress into a volume
entitled From Family Firm to Professional Management (Akadémiai
Kiadó, Budapest), encompassing several papers based on national
and sectoral case studies. All the papers deal with the persistence
and the role of family capitalism, and the volume provides a valuable
analysis of the different national and historical patterns of the emer-
gence of managerial enterprise. In this same work, Roy Church,
writing on the motor industry (‘The Transition from Family Firm
to Managerial Enterprise in the Motor Industry: an International
Comparison’), introduces a less deterministic perspective on the
role of family firms in modern capitalism. He argues for the poten-
tial co-existence of different organisational models equally efficient
in different markets and cultures. This suggestion was reaffirmed in
1984 at theTenth International Fuji Conference, devoted to ‘Family
Business in the Era of Industrial Growth’. (The proceedings of the
conference have been edited by Akio Okochi and Shigeaki Yasuoka,
University of Tokyo Press.) It was the Japanese contributors espe-
cially who demonstrated that the successful economic growth of the
country during the period between the two World Wars was per-
fectly consistent with the persistence and diffusion of large family-
controlled concerns, the zaibatsu. Since the end of the 1980s a new
stream of research has been increasingly critical of the paradigm of
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convergence toward managerial capitalism, considering it too de-
terministic, and inadequate as a satisfactory explanation of the dy-
namics ofWestern industrialisation. The emphasis on the historical,
cultural, and institutional determinants of different national pat-
terns of development is evident in some recent comparative research
on European enterprises. In these cases the persistence of family
capitalism inside a given national economic system is considered
not as an inefficient deviation from the Chandlerian optimum, but
on the contrary as the best organisational solution in a particular
context. Family firms perform, it is shown, at the same level as their
managerial counterparts.
The contributions by Patrick Fridenson (on France), Ulrich

Wengenroth (on Germany), and Geoffrey Jones (on Great Britain),
collected by Alfred Chandler, Franco Amatori, and Takashi Hikino
in Big Business and the Wealth of Nations (Cambridge University
Press, 1997), are probably the most complete and updated syn-
theses on the emergence of big business in the contemporary
economies. Other instances of comparative research contain ex-
plicit critiques of the convergence paradigm, for instance Margarita
Dritsas and Terry Gourvish (eds.), European Enterprise: Strategies of
Adaptation and Renewal in the Twentieth Century (Trochalia Publica-
tions, Athens, 1997) and Margrit Müller (ed.), Structure and Strat-
egy of Small and Medium Size Enterprises since the Industrial Revolu-
tion, Zeitschrift für Unternehmensgeschichte, Beiheft 83, Stuttgart
1994.
Much more explicit in this regard, Family Capitalism is a special

issue of the British journal, Business History, 35 (1993), edited by
Geoffrey Jones and Mary B. Rose, which contains several essays on
the topic. Both the volume’s introduction and a provocative essay by
Church (‘The Family Firm in Industrial Capitalism: International
Perspectives on Hypotheses and History’) point to the need for a
new perspective emphasising national differences. Further sugges-
tions in this direction come in Youssef Cassis’s book, Big Business.
The European Experience in the 20th Century (Oxford University
Press, 1997), as well as from Tom McCraw (ed.), Creating Modern
Capitalism (Harvard University Press, Cambridge, Mass., 1997),
which, while not explicitly dealing with the issue of family capi-
talism, provides useful evidence on the subject. The role of small
family firms in developed Western economies and Japan is one of



80 Bibliographical essay

the themes contained in the book edited by Konosuke Odaka and
Minoru Saway (eds.), Small Firms, Large Concerns. The Development
of Small Business in Comparative Perspective (OxfordUniversity Press,
1999). This volume summarises the proceedings of the last Fuji
Conference in Japan.

National cases

The above-mentioned research provides useful insights into new
perspectives on the role of family capitalism in modern economic
growth. It is worth adding, however, some further work on different
area patterns. The British, for instance, have been particularly pro-
ductive in the field of studies concerning the effective role of family
firms during the first industrial revolution. For a summary and
discussion, see W. D. Rubinstein, Capitalism, Culture and Decline
in Britain, 1750–1990 (Routledge, London and New York, 1993),
which discusses and partially refutes the widespread thesis on the
decline of British entrepreneurial spirit. Several such contributions
have stressed the positive contribution of personal capitalism also
in services and finance – see, for instance, Maurice Kirby andMary
B. Rose (eds.), Business Enterprise in Modern Britain (Routledge,
London, 1994); Jonathan Brown and Mary B. Rose (eds.), En-
trepreneurship, Networks and Modern Business (Manchester Univer-
sity Press, 1993); and finally John F. Wilson, British Business His-
tory 1720–1994 (Manchester University Press, 1995). In the case of
Germany, Jurgen Kocka’s Industrial Culture and Bourgeois Society:
Business, Labor, and Bureaucracy in Modern Germany (Berghahn
Books, New York and London, 1999) sets out the contrasts be-
tween traditional, personal, and family capitalism in the emerging
large industries of the second industrial revolution and managerial
capitalism. On France, it is worth citing Dean Savage, Founders,
Heirs and Managers. French Industrial Leadership in Transition (Sage,
Beverly Hills, 1979). A historical perspective is given in the impor-
tant essay by Patrick Fridenson in Chandler, Ameton and Hikino
(eds.), Big Business and the Wealth of Nations and in two articles
by Emmanuel Chadeau, ‘The Large Family Firm in Twentieth-
Century France’ (in Jones and Rose, Family Capitalism) and ‘Mass
Retailing: a last chance for the family firm in France?’ published
in Youssef Cassis, François Crouzet, and Terry Gourvish (eds.),
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Management and Business in Britain and France. The Age of the Cor-
porate Economy (Clarendon Press, Oxford, 1995). Further evidence
on the French experience is contained in two issues of the French
review Entreprises et Histoire (9 (1995) and 12 (1996)) dealing with
the topic ‘Entrepreneurial Dynasties’.
Even if the economic development of the main Mediterranean

countries has been largely dominated by family firms, it is difficult
to find major research available on this subject, at least in English.
In the case of Italy, for instance, the family firm must be considered
a permanent actor in the country’s industrial history. When private
big business is considered, researchers frequently stress the close
relationship between the dominance of family capitalism at almost
every level and the country’s ‘failed landing’ after the sharp growth
of the 1960s (see Franco Amatori, ‘Italy: the Tormented Rise of
Organizational Capabilities between Government and Families’, in
Big Business and the Wealth of Nations). On the other hand, where
the highly dispersed and uncertain world of small business is con-
cerned, the close identification between the family and the firm is
perceived as an asset, granting both flexibility and stability (see,
on this, Edward Goodman and Julia Bamford (eds.), Small Firms
and Industrial Districts in Italy (Routledge, London, 1989)). More
recently and from a historical point of view, Aurelio Alaimo fol-
lows the argument in his ‘Small Manufacturing Firms and Local
Productive Systems in Modern Italy’, in Konosuke Odaka and
Minoru Saway (eds.), Small Firms, Large Concerns. I discuss the
role of networks of small and medium-sized family firms in my
‘Networking the Market. Evidence and Conjectures from the His-
tory of the Italian Industrial Districts’, European Yearbook of Business
History, 1 (1998).
Given the strict connection between the organisational and own-

ership structure of an enterprise and the institutional and cultural
morphology of the country, the Japanese (especially in the period
preceding the Second World War) and Far Eastern cases are par-
ticularly significant. On Japan, it is worth highlighting the studies
by Hidemasa Morikawa on zaibatsu – Zaibatsu. The Rise and Fall of
Family Enterprise Groups in Japan (University of Tokyo Press, 1992),
and the very recent A History of Top Management in Japan. Man-
agerial Enterprises and Family Enterprises (Oxford University Press,
2001) – as well as another useful article by Haruito Takeda,



82 Bibliographical essay

‘Japanese Zaibatsu Revisited’, Entreprises et Histoire, 21 (June,
1999), pp. 90–9. On the Far East and China, see Gary G. Hamilton
(ed.),AsianBusinessNetworks (DeGruyter, Berlin, 1996), andMark
Fruin (ed.), Networks, Markets and the Pacific Rim. Studies in Strat-
egy (Oxford University Press, New York and Oxford, 1998). On the
role of family-owned conglomerates in underdeveloped economies,
see a special issue of the journal The Developing Economies (21 (4),
December 1993) entitled Business Groups in Developing Economies –
comparing the cases of Thailand, Indonesia, the Philippines, Korea,
Taiwan, and Mexico – but above all the book by Alice Amsden,
The Rise of ‘the Rest’: Challenges to the West from Late-Industrialising
Economies (Oxford University Press, 2001).

Historical alternatives

Another promising field of research is that of the so-called ‘historical
alternatives to mass production’. In these cases the family firm is
considered one of themain building blocks in industrialisation. This
perspective mostly draws upon the ability of small andmedium pro-
ducers to build up networks of firms able to fulfil the needs of rapidly
changing demand, for instance in the case of the fashion industry or
in that of specialised producers. Family firms are in this perspective
essential in providing a rapid response to market changes on the
basis of their high information and trust and hence low transaction
costs. In this setting, a substantial contribution comes from the re-
search of Philip Scranton on specialised production and proprietary
capitalism in the American economy – Proprietary Capitalism. The
Textile Manufacture in Philadelphia 1880–1885 (Cambridge Univer-
sity Press, 1983); Figured Tapestry. Production, Markets and Power in
Philadelphia Textile 1885–1941 (Cambridge University Press, 1989);
and the recent Endless Novelty. Speciality Production and American
Industrialisation (1865–1925) (Princeton University Press, 1997),
especially the introduction by the author. In the same class are the
famous works by Michael Piore and Charles Sabel, The Second In-
dustrial Divide (Basic Books, New York, 1984); Sabel and Jonathan
Zeitlin, ‘Historical Alternatives to Mass Production: Politics, Mar-
kets and Technology in Nineteenth-Century Industrialisation’, Past
and Present, 108 (1985); and a recent book edited by Sabel and
Zeitlin,World of Possibilities: Flexibility andMass Production inWestern



Bibliographical essay 83

Industrialisation (Cambridge University Press, 1997). A synthesis
of this approach is provided by Zeitlin in the chapter entitled
‘Productive Alternatives: Flexibility, Governance, and Strategic
Choice in Industrial History’, in F. Amatori and G. Jones (eds.),
Business History Around the World.

Theory and current debates

The family firm has been traditionally considered a privileged field
of research for testing the assumptions of the transaction cost theory.
From another perspective, the study of the role and performance
of the family firm in a particular national context helps to relativise
the concept of organisational efficiency, taking into account the in-
fluence of different historical, institutional, and cultural settings.
On the first point, a relevant contribution is by Mats Alvesson

and Lars Lindkvist, ‘Transaction Costs, Clans and Corporate Cul-
ture’, Journal of Management Studies, 30 (3) (1993), pp. 427–52, as
well as the classic paper by Yoram Ben-Porath, ‘The F-Connection:
Families, Friends and Firms and the Organisation of Exchange’,
Population Development Review, 6 (1) (1980), and Robert Pollak,
‘A Transaction Cost Approach to Families and Households’, Jour-
nal of Economic Literature, 33 (1985), pp. 581–608. For a broader
theoretical approach, see Mark Casson, Enterprise and Leadership
(Elgar, Cheltenham, and Northampton, Mass., 2000), especially
ch. 8, ‘The Family Firm: an Analysis of the Dynastic Motive’.
During the last few years some new issues and debates have

arisen, the most relevant of which can be summarised as follows:

a. the effective role and relevance of family firms, especially those
of larger size, inside a national economy;

b. the issues of leadership and leadership succession as crucial to
the firm’s survival. This field is widely analysed, above all by
economists and consultants (see, for instance, Ivan Lansberg,
Succeeding Generations (Harvard Business School Press, Boston,
Mass., 1999), and Fred Neubauer and Alden G. Lank, The Fam-
ily Business: its Governance for Sustainability (Routledge, New
York, 1998);

c. the issues of corporate governance involving especially fast-
growing family firms that are more and more counting on
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external finance to sustain their expansion but are at the same
time unwilling to transform their ownership structures. Although
this is not a negligible phenomenon in modern advanced
economies, it is not easy to find comparative evidence of the
impact on major family firms of the new regulation policies in
the capital markets. Information on this topic can be found, if
not systematically, in Richard Whittington and Michael Mayer,
The European Corporation. Strategy, Structure and Social Science
(Oxford University Press, 2000), particularly chapters 4 and 7,
and in the recent Fabrizio Barca and Marco Becht (eds.), The
Control of Corporate Europe (Oxford University Press, 2001).
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Amatori, Franco, 1989, Proprietà e direzione. La Rinascente, 1917–1969,
Angeli, Milan

1996, Impresa e mercato. Lancia 1906–1969, Il Mulino, Bologna
1997a, ‘Italy: TheTormentedRise ofOrganisational capabilities between
government and families’, in Chandler, Amatori, and Hikino 1997,
ch. 8

1997b, ‘Growth via Politics. Business Groups Italian Style’, in Shiba and
Shimotani 1997, pp. 19–134

Amatori, Franco and Colli, Andrea, 2000, Impresa e industria in Italia
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Verley, Patrick, 1997, L’échelle du monde. Essai sur l’industrialisation de
l’Occident, Gallimard, Paris

Ward, John L., 1986, Keeping the Family Business Healthy. How to Plan
for Continuing Growth, Profitability and Family Leadership, Jossey Bass,
New York

1992, Creating Effective Boards for Private Enterprises: Meeting the Chal-
lenges of Continuity and Competition, Jossey Bass, San Francisco

Ward, John L. and Aronoff, Craig E., 1996, ‘Just What Is A Family Busi-
ness?’ in Aronoff, Astrachan, and Ward 1996, pp. 2–3

Whittington, Richard and Mayer, Michael, 2000, The European Corpora-
tion. Strategy, Structure and Social Science, Oxford University Press

Wiener, M. J., 1981, English Culture and the Decline of Industrial Spirit,
Cambridge University Press

Williamson, O. E., 1981, ‘The Modern Corporation: Origins, Evolution,
Attributes’, Journal of Economic Literature, 19, pp. 1537–68

Wilson, John F., 1995,British Business History 1720–1994,ManchesterUni-
versity Press

Wong, Siu-lun, 1985, ‘The Chinese Family Firm: AModel’,British Journal
of Sociology, 36 (1), pp. 58–72, reprinted in Rose 1995a, pp. 621–
35

Yamamura, Kozo, 1978, ‘Entrepreneurship, Ownership and Management
in Japan’, in P. Mathias and M. M. Postan (eds.), The Industrial
Economies. Capital, Labour and Enterprise, part 2, The United States,
Japan and Russia, vol. VII of The Cambridge Economic History of Eu-
rope, Cambridge University Press, pp. 215–64

Yasuoka, Shigeaki, 1984a, ‘Capital Ownership in Family Companies:
Japanese Firms Compared with Those in Other Countries’, in Okochi
and Yasuoka 1984, pp. 1–32



Bibliography 97

1984b, ‘Summary of theConcludingDiscussion’, inOkochi andYasuoka
1984, pp. 305–14

1984c, ‘The Tradition of Family Business in the Strategic Decision
Process and Management Structure of Zaibatsu Business: Matsui,
Sumitomo and Mitsubishi’, in Keiichiro Nagakawa (ed.), Strategy and
Structure of Big Business, Proceedings of the First Fuji Conference,
University of Tokyo Press, pp. 81–101



Index

AEG, 52
agency costs, 4
Agnelli family, 19, 53, 70
Agnelli, Edoardo, 53
Agnelli, Giovanni I, 53
Agnelli, Giovanni II
(Gianni), 53–54

Agnelli, Umberto, 53–54
Amatori, Franco, 77, 79
Amsden, Alice, 31, 39
Armani, 62
Aronoff, Craig, 77
Astrachan, Joseph, 77

Barbarigo, Andrea, merchant
of Venice, 8

Barker, Theo, 10
Barneys, House of, 14
Benetton group, 9, 62–64
Autogrill, 64
Benetton, Carlo, 63
Benetton, Gilberto, 63
Benetton, Giuliana, 63
Benetton, Luciano, 63
Benetton family, 64
Edizione Holding, 64
Host Marriot Services, 64

Berle, Adolf A., 7, 16, 48
Bleichröder House, 11
Bon Marché, 42
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