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The benefits of a board institution, even for a privately held family-owned enterprise
(FOE), are well-documented. Consequently, there is an abundant literature on why
and how to design a board structure for FOEs. Certainly, the structure of the
institutions of governance is important. But, eventually, the contribution by the
board to the development of the company depends on structure, people, and pro-
cesses. The people involved are particular in each and every situation. The few
recommendations possible are typically included in the guidelines for structuring the
governance in general. Very limited research is available on the processes of a board.
The most important element of the process (apart from frequency and duration of
meetings) is the topics dealt with. Which are the issues where the contributions of the
members can make a difference? In this volume, we reflect on these topics. This is
not a piece of systematic research, but reflections from practitioners working in the
boardroom.

For some years, the editors wrote a column for the monthly issues of the China
Family Business Review on topics of governance. The editors are proud that Joseph
H. Astrachan, Claudia Binz Astrachan, Andrew Keyt, Laura K. C. Seibold, and
Torsten M. Pieper not only contributed to the said column but also to this book. Of
course, these columns dealt with the practice of governance in Western countries, the
practical experience of the authors on boards of FOEs. Here, this empirical insight is
also augmented by solid research on this topic. Such an endeavor can never be
exhaustive. The most regular issues are addressed, most of which are of the essence
at some point during the development of the FOE.

Friedrichshafen, Germany Hermut Kormann
Shanghai, China Birgit Suberg



PartI The Design of Boards for Comprehensive Tasks
and Efficient Processes

Introduction. . .. ... ... .. ... 3
Hermut Kormann and Birgit Suberg

Exploring the Topics of Governance. . .. ........................ 5
Hermut Kormann and Birgit Suberg

Modules and Tasks of Governance. . . .......................... 9
Hermut Kormann and Birgit Suberg

One-Tier and Two-TierBoards . . . . ........................... 15
Hermut Kormann and Birgit Suberg

Design Parameters of a Board for Family Enterprises. . . .. ......... 19
Hermut Kormann

Governance for the Lone Founder. . .. .. ....................... 23
Hermut Kormann and Birgit Suberg

Agenda Setting: Clarifying the Strategic Situation and the
Challenges. . . ... ... 27
Hermut Kormann and Birgit Suberg

Monitoring: We Need Meaningful Data. . . ... ................... 31
Hermut Kormann and Birgit Suberg
The Difficult Task of Advising. . . ............................. 37
Hermut Kormann and Birgit Suberg
To Create a Sense of Urgency . ... ............... ... 45
Hermut Kormann and Birgit Suberg
The Board’s Key Role During a Crisis: Such as COVID-19. ... ...... 51

Joseph H. Astrachan, Andrew Keyt, Hermut Kormann,
and Claudia Binz Astrachan

vii


https://doi.org/10.1007/978-3-030-58019-3_7
https://doi.org/10.1007/978-3-030-58019-3_1
https://doi.org/10.1007/978-3-030-58019-3_2
https://doi.org/10.1007/978-3-030-58019-3_3
https://doi.org/10.1007/978-3-030-58019-3_4
https://doi.org/10.1007/978-3-030-58019-3_5
https://doi.org/10.1007/978-3-030-58019-3_6
https://doi.org/10.1007/978-3-030-58019-3_7
https://doi.org/10.1007/978-3-030-58019-3_8
https://doi.org/10.1007/978-3-030-58019-3_9
https://doi.org/10.1007/978-3-030-58019-3_10
https://doi.org/10.1007/978-3-030-58019-3_11

viii Contents

Part I The Board’s Discussions on Topics of Family Enterprises’
Strategies

The Key Issues of the Family Enterprise’s Strategy . . . . ............ 59
Hermut Kormann

Profits as the Basis of Strategy . . . . ............................ 67
Hermut Kormann

Investments Strategy for Stability and Development . . . .. ........... 71
Hermut Kormann and Birgit Suberg

Innovation Strategy for Renewal and Growth. . ... ......... ... ... 75
Hermut Kormann and Birgit Suberg

Patterns of Family Enterprise’s Growth. . . . ......... ... ... ..... 79
Laura K. C. Seibold

Avoiding Unacceptable Risks . . . . ............................. 87
Hermut Kormann

Compliance and Environmental Protection: CSR in Family
Enterprises. . . ... .. ... 91
Hermut Kormann and Birgit Suberg

Recession Management for Coping with Economic Cycles. . . ... ... .. 93
Hermut Kormann

Fighting Financial Squeeze . . . . . ... ... ... ... ... ............ 97
Hermut Kormann
The Trade-Offs of Mergers and Acquisitions. . ... ................ 99
Hermut Kormann
The Trade-Offs of Going Public of Family Enterprises. .. ... .. ... ... 105

Hermut Kormann

Profit Distribution Policy in Family Enterprises. . ................. 111
Hermut Kormann

Part II The Development of Professional Owners and Capable
Executives in Family Enterprises

Developing Responsible Owners in Family Business. . . . ............ 119
Joseph H. Astrachan and Torsten M. Pieper

Development of Executives in Family Enterprises. . ... ............. 127
Birgit Suberg

Challenges and Benefits of Sibling-Consortium in Management
of Family Enterprises. . . . ...... .. ... . ... . ... . . . ... . ... 133
Hermut Kormann and Birgit Suberg


https://doi.org/10.1007/978-3-030-58019-3_18
https://doi.org/10.1007/978-3-030-58019-3_26
https://doi.org/10.1007/978-3-030-58019-3_12
https://doi.org/10.1007/978-3-030-58019-3_13
https://doi.org/10.1007/978-3-030-58019-3_14
https://doi.org/10.1007/978-3-030-58019-3_15
https://doi.org/10.1007/978-3-030-58019-3_16
https://doi.org/10.1007/978-3-030-58019-3_17
https://doi.org/10.1007/978-3-030-58019-3_18
https://doi.org/10.1007/978-3-030-58019-3_19
https://doi.org/10.1007/978-3-030-58019-3_20
https://doi.org/10.1007/978-3-030-58019-3_21
https://doi.org/10.1007/978-3-030-58019-3_22
https://doi.org/10.1007/978-3-030-58019-3_23
https://doi.org/10.1007/978-3-030-58019-3_24
https://doi.org/10.1007/978-3-030-58019-3_25
https://doi.org/10.1007/978-3-030-58019-3_26

Contents ix

Preparation for Succession in Family Enterprises. ... .............. 137
Hermut Kormann

The Challenges and Benefits of Non-family Management in
Family Enterprises. . . . ....... .. ... ... ... . . ... .. 143
Hermut Kormann and Birgit Suberg

Professional Executive Search for Family Enterprises. . . ... ........ 149
Hermut Kormann and Birgit Suberg

The Trade-Offs of Incentive Programs in Family Enterprises. ... ... .. 151
Hermut Kormann and Birgit Suberg

The Family Is the Destiny of the Enterprise. . . .. ................. 155
Hermut Kormann and Birgit Suberg


https://doi.org/10.1007/978-3-030-58019-3_28
https://doi.org/10.1007/978-3-030-58019-3_27
https://doi.org/10.1007/978-3-030-58019-3_28
https://doi.org/10.1007/978-3-030-58019-3_29
https://doi.org/10.1007/978-3-030-58019-3_30
https://doi.org/10.1007/978-3-030-58019-3_31

About the Authors

Hermut Kormann served as CFO and CEO of a
150-year-old German family enterprise. Dr. Kormann
has served on various supervisory boards of family
enterprises. He advises owning families on issues of
owner strategy. Dr. Kormann is a Visiting Professor at
Leipzig University and Professor at Zeppelin Univer-
sity, Friedrichshafen, where he wrote his habilitation
thesis on corporate governance of family businesses
and lectures on leadership, strategy, and governance in
family-owned businesses.
hermut.kormann @buero-kormann.de

Birgit Suberg is an Associate Professor of Practice at
Xi’an Jiaotong-Liverpool University in Suzhou, China
(main areas: strategic organization, family business and
ownership, organization change). She is also Managing
Director of a Shanghai-based consulting company. After
starting out in strategic consulting and project manage-
ment in Germany, she has worked in China in leading
positions for multinational and Chinese family and
founder-controlled firms (at President China, Vice-
President Asia Pacific, Managing Director, and share-
holding Partner levels).
birgitsuberg @hotmail.com

Xi


http://hermut.kormann@buero-kormann.de
http://birgitsuberg@hotmail.com

Xii

About the Authors

Joseph H. Astrachan is Professor Emeritus and past
executive director of the Cox Family Enterprise Center
at the Coles College of Business, Kennesaw State Uni-
versity near Atlanta, Georgia, USA. He is also a Faculty
Scholar with the Smith Family Business Initiative at
Cornell University and a visiting scholar at Witten/
Herdecke University. He has served on a total of
16 boards of privately owned family businesses.
Dr. Astrachan comes from a family business back-
ground and earned his M. A., M.Phil., and Ph.D. degrees
at Yale University.
jastrachan @ gmail.com

Torsten M. Pieper is Associate Professor of Manage-
ment in the Belk College of Business at the University
of North Carolina at Charlotte (USA). He researches
and frequently works with business families and their
advisors on varied topics. Dr. Pieper is President of the
International Family Enterprise Research Academy
(IFERA), the largest network association of family busi-
ness researchers in the world, and Editor-in-Chief of the
Elsevier title Journal of Family Business Strategy
(JFBS).
tpieper@uncc.edu

Claudia Binz Astrachan is a researcher and lecturer at
Lucerne University of Applied Sciences and Arts
(HSLU) in Switzerland. In her role as the head of the
Family and Business Program, she has been working
closely with Swiss family businesses for the last decade.
In addition to her role at HSLU, she acts as the head of
the governance practice at Keyt Consulting, a US-based
family business consulting company. She is a board
member of the International Family Enterprise Research
Academy (IFERA) and a former chair of the Special
Interest Group “Family Business Research” at the
European Academy of Management (EURAM).
claudia.astrachan @hslu.ch


http://jastrachan@gmail.com
http://tpieper@uncc.edu
http://claudia.astrachan@hslu.ch

About the Authors

Xiii

Andrew Keyt is an internationally known business
strategist and succession planning expert for family-
owned businesses and a Clinical Professor in Family
Business at Loyola University Chicago. Witnessing
the growth and transformation of many successful fam-
ily business leaders inspired him to write Myths and
Mortals: Family Business Leadership and Succession
Planning. Keyt is also President and Founder of Keyt
Consulting, a private firm that assists family enterprises
with succession and strategic planning, dealing with
family conflict and communication, working with adult
sibling/cousin teams, and executing emergency man-
agement transitions.
AKeyt@keytconsulting.com

Laura K. C. Seibold studied business administration
and economics at the University of Frankfurt,
Vancouver, and Friedrichshafen, graduating with a mas-
ter’s degree. She recently published her Ph.D. thesis
dealing with the topic of family firm growth. In her
studies, she focused on growth of large well-established
family businesses which show growth spurts in later
generations. She is a member of a German business
family, operating in mechanical and software
engineering.
laura_seibold @web.de


http://AKeyt@keytconsulting.com
http://laura_seibold@web.de

Part |

The Design of Boards for Comprehensive Tasks
and Efficient Processes



Hermut Kormann and Birgit Suberg

This booklet covers the most important topics in the governance of family
enterprises.

Any organization will typically be planned and developed by first designing the
structure, then staffing the structure with people who then initiate the processes. That
is also the way a new or revised governance system is introduced in an enterprise. In
this context, we understand governance as a system to “Lead the leadership”
(Foucault). The efficacy of the governance system is, however, determined in the
reversed sequence of priorities. Just the processes of the governance institution have
an impact on the leadership of the enterprise. These processes of course depend on
the actors involved—on their intentions, their power, and their capabilities. The
objectives for exercising influence—as the basis of their intentions—as well as the
power depend on the structure of the system. Therefore, the processes are decisive
for the effects. Whereas there is an abundant literature on the structuring of gover-
nance systems, the question of selecting the right individuals for the available roles is
rather neglected in the research and on the processes, there is hardly any publication
to be found. The reason why the processes are omitted is to some extent
understandable and almost unavoidable: They could only be described and analyzed
by participating in the meetings. But researchers are hardly allowed to participate in
meetings of boards.

Now, our basis for this reflection is exactly this life experience of board meetings.
The authors have been members of well more than two dozen boards in large and
small enterprises—with few exceptions all of them boards of family enterprises—for
over more than three decades. Parallel to this activity as a practitioner, he has done

H. Kormann (P<)
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e-mail: hermut.kormann @buero-kormann.de

B. Suberg
Xi’an Jiaotong-Liverpool University, Shanghai, China

© The Editor(s) (if applicable) and The Author(s), under exclusive license to 3
Springer Nature Switzerland AG 2021

H. Kormann, B. Suberg (eds.), Topics of Family Business Governance, Management

for Professionals, https://doi.org/10.1007/978-3-030-58019-3_1


mailto:hermut.kormann@buero-kormann.de
https://doi.org/10.1007/978-3-030-58019-3_1#DOI

4 H. Kormann and B. Suberg

research projects on governance in family enterprises and participated in numerous
workshops and discussion groups focused on improving the practice of governance.
This theoretical perspective sharpened the capability to observe the real-life actions
and to draw meaningful conclusions. Thus, the following essays are based on solid
involvement in the available theory but are not a piece of theoretical research. They
are a record of practical reflections.

While emphasizing the similarity of family enterprises across regions one has to
underline the enormous diversity within this type of enterprise. There are small and
large ones, young and old ones, those owned by one shareholder, and those owned
by a large group of shareholders. Among the different criteria which could form a
typology, the age might be the most important specification. Age has a certain
correlation to the size and complexity of the business activity as well as to the
number of shareholders. We, therefore, structure this collection of essays in a loose
order along the timeline of the age of the enterprise. Some of the topics are relevant
primarily in a certain phase of the development of the enterprise. Thus, we start with
the early phase of the development and move on to the mature, large, multi-
generation company. And it is, of course, possible to choose just single articles for
reading. Hopefully, the content of one chapter raises the curiosity to have a look into
other essays, too.

The topics are selected according to the likelihood and frequency of their
appearance in the agenda of a board. That means we do not intend to describe
each and every potential theme which could be addressed in board meetings.
Reflecting on these topics should be a promising way to design and improve the
efficacy of the whole governance system.

We break down the chapters into broad segments of:

* Governance system: how to structure a board

» Strategy process: important aspects of presenting, reviewing, and discussing
strategic issues

* Topics of strategy with an introduction of the big questions on strategy which
should be discussed by all shareholders and followed by the generic issues from
profit to crisis

¢ Some important aspects on leadership development both in the context of family
succession as well as in the context of non-family executives including an outline
for the remuneration system



