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Introduction to Family Owned Enterprises 

 

A family owned enterprise ( FEP) is a business whose ownership is mainly comprised of persons 

from the same family. Due to the personal affiliation of the members of the business a FEP has 

some unique requirements which ought to be addressed to ensure survival. 

 

1. A FEP is more prone to disputes and disagreements arising from the nature of the 

relationship of the owners 

2. A FEP is more prone to succession wrangles and therefore corporate succession planning 

is a unique requirement for a FEP. 

3. A FEP’s growth and expansion need to be properly planned if the FEP doesn’t desire 

dilution of ownership 

4. A FEP has unique training and mentoring needs 

 

There are several ways to address the unique needs of FEPS. A lot of wisdom and caution ought 

to be exercised to ensure that the FEP doesn’t become the cause of family disunity. Application 

of wisdom can even strengthen family ties. The first thing to do is to avoid discrimination and 

favoursim in the FEP. Allow each member of the family to participate according to their unique 

strengths. We can learn a lesson from the story of Joseph in the Bible. Joseph was the favourite 

son of his father Jacob and as such, he got to enjoy the most benefits like the famous coat of many 

colours. This favorism drew jealousy from his brothers and they conspired against the favoured 

one. The wisdom to apply in a FEP is to avoid favoursim by allowing each participant find 

relevance in the unit. 

 

A FEP must have a clear vision. The founders of a FEP often have a generational vision and 

ownership of a FEP may transcend generations. I often advice the founders to put write their 

vision. A vision that is written down will enable later generations to still carry out the vision of 

the founders. Have an MOU that is a Memorandum of Understanding which sets out the vision, 

the principles and so on. This is a document that can be referred to centuries later. 

 

A FEP must have a strong governance culture. One of the things that allow some FEPS live on for 

many generations is because they have a strong governance structure. An organizational 

structure must be drawn up clearly showing the hierarchy of decisions and reporting structures. 

It is inevitable that some cultural factors may come into play in the governance structure. In a 

strongly patriatichal society such as the African one, you may find male members having more 

power in decision making. However from my experience it may be better to avoid applying 

archaic cultures in your business as these may be counterproductive. The global trend is for 
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diversification where women and youth are being given the same platform and chances as men 

and the elderly. 

 

It is prudent to show the younger generation the way however in a process known as reverse 

mentorship, the youth can also mentor the older generation some aspects such as technology and 

so on.  I will use one prominent Kenyan law firm as an example. The firm was founded some 

years back, however as the founder aged, he allowed his son to run the firm. The son brought in 

a fresh perspective to the practise by diversifying the practise into emerging areas and also 

applying modern management techniques such that this firm has been able to grow and fit in as 

one of Kenya’s top-tier firms. So, give the youth a chance! 

 

Set up clear governance structures. Have in place a board of directors where the role of each 

director is clear. The directors ought to be placed on performance contracts such that earnings are 

pegged on performance. 

 

The most common challenge that FEPS face is one of dispute resolution. This occurs where 

disputes in the bedroom find their way to the business. Avoid bringing bedroom matters to the 

business. In the 1990s there was a divorce case that completely killed a promising business. The 

couple were going through a divorce and as the sole shareholders of the business they were 

unable to agree on how to manage the business. They could not agree on anything. As a result 

the business died. 

 

FEPS therefore need stronger dispute resolution clauses. The best way to settle a dispute is by 

dialogue. Where dialogue fails then the disputing parties can invite a third party to help the 

disputants solve the dispute. Where all else fails, then the disputants can agree to go for 

professional mediation and arbitration.  

 

I counsel FEPS to have in place these dispute resolution clause and I also counsel that in the event 

two members of the FEP are involved in a bitter feud then their shares can be transferred and 

held in trust to a third member until the dispute is resolved. Once the dispute is resolved then the 

shares revert back to the disputants. Shares have been considered to be matrimonial property 

therefore in the event one of the owners is going through a divorce, I counsel that his or her share 

be held in trust to avoid a situation where the FEP is affected by a divorce. 

 

FEPS have a special requirement on succession, this is because the share of one of the members is 

likely to be subject of succession proceedings. At times an exit from the FEP is caused when one 

member opts to retire perhaps due to age. In the latter case, the FEP needs a clear succession plan 
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as to who should take on the reigns of the business. The FEP should train and mentor their 

members such that there is no skills gap with sudden exits. If you observe Asian owned 

businesses in Kenya, you find that the children are involved in management from an early age. 

This is a good practise to emulate such that when there is an exit the business continues to run. 

 

The founders of a FEP can consider relinquishing management of the FEP to trustees or a 

management company in the event of their exit. This means that the business will continue to run 

despite sudden exits or death of the founders. 

 

 

Consider Family Offices 

Recently a list of Kenya’s wealthiest families was published. Most of the families who made the 

“billionaires “list were families from the political class. Some of those who also made it to the “B-

club” were families that had interests in investment through the stock market, while others were 

families that had diverse investments including banking, real estate, retail, petroleum and 

manufacturing.  

I believe there are many other silent billionaires who are not on the list as they are not public 

figures. One thing I noticed when I went through the billionaires list is that most of these 

billionaires run family owned enterprises 

 

Every year a global ranking of the world’s wealthiest individuals is published. From my analysis, 

I noticed that the highest concentration of the wealthiest persons were those who had interest in 

ICT and technology. The founders of Facebook, Amazon, Alibaba and Google made the list. The 

second highest concentration of the wealthy individuals were those that had diverse investments 

on the stock market while those with interests in real estate, manufacturing, fashion & luxury and 

retail were equally concentrated. I noticed that high net worth individuals from Asian countries 

had also increased. 

 

There were three other things I noted about those who made the list. One was that they were 

from particular families. In some case there were two or more siblings who were in the list. A 

second thing I noted was that some of these families had amassed generational wealth. Lastly I 

noted that there were some individuals on the list whose source of wealth was due to innovations 

in ICT and technology. 
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From my observation I came to many conclusions one of which was that high net worth 

individuals were not only good in acquiring wealth but were also prudent in management, 

preservation and growth of wealth.  

In my study of the high net worth individuals, I found that some of them resorted to using “family 

offices “so as to adequately manage, preserve and grow wealth that had been acquired. The 

family office has been in use from the 19th century. 

 

A family office is an advisory unit comprised of professionals who are hired by the family leaders 

to manage the wealth portfolio of a particular family. A family office could also be a professional 

services firm that specialises in offering advisory services to wealthy families. It is made up of 

professionals like financial advisors, tax consultants, accounts, lawyers, and image and fashion 

consultants. These professionals are put on a performance contract and earnings are tied to 

performance of the investment. 

 

Advantages of having a family office include the introduction of expertise in managing the wealth 

of a family therefore leading to overall risk reduction. A family office frees up members of the 

family to acquiring wealth and minimises stress. A family office is a great tool for mentoring the 

younger generation into wealth management as family offices conduct trainings and mentoring 

sessions for the family. This in turn promotes generational wealth and helps the family establish 

a legacy. The family office is the best tool for eliminating succession wrangles and also assists in 

dispute resolution. 

 

To access the services of family offices, high net worth individuals can hire already existing family 

offices. They can also set up their own by hiring experts who can form the advisory board. Such 

experts would form an advisory company which would then sign a management contract with 

the family. Remuneration is pegged on performance. 

 

Experts can form their own family office by partnering with professionals in other fields and 

tailor making advisory services for high net worth families.  

 


