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Can family influence help firms grow bigger?

I

Exploring the impact of family power on business expansion
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n a rapidly globalizing market, size often dictates a

firm’s ability to compete and innovate. For family

businesses, which make up a substantial portion of

small enterprises, the shift from a small to a large firm

presents unique challenges and opportunities. Family

influence within these businesses, a factor both lauded

and criticized, can be a powerful asset or a hindrance.

This study explores whether family power in Italian

manufacturing firms drives or restricts growth as they

attempt to transition to larger business scales.

WHAT  WE  STUDIED

The study draws on data from 89 top-performing

Italian manufacturing family firms, tracked over ten

years. Using agency and stewardship theories,

researchers analyzed the effects of family ownership

levels, board involvement, and the presence of a family

CEO on firms' growth. The research design

incorporated survival analysis, using a Cox regression

model to pinpoint the impact of family power on

growth outcomes.

KEY  INS IGHTS

1. The Sweet Spot in Ownership

The research revealed an inverted U-shaped

relationship between family ownership levels and

growth, suggesting that moderate family involvement

best supports a firm's transition to a larger size.

Excessive family ownership can introduce issues like

limited managerial diversity and resistance to external

capital, which can stifle growth.

2. Family CEOs as Growth Drivers

Family firms led by family CEOs had a higher

likelihood of achieving size transition. The stewardship

theory suggests that family CEOs often prioritize long-

term firm health over short-term gains, which supports

sustained growth.

3. Board Influence: A Double-Edged Sword

High family involvement on the board was found to

hinder growth, likely due to potential agency conflicts

and nepotism. Family directors may prioritize family

over firm goals, creating friction that limits external

input and innovation.

TAKEAWAYS

1. Optimize Family Ownership Levels

Family businesses should aim for a balanced

ownership structure that allows family control while

fostering growth. Aiming for moderate levels of family

ownership could help these firms benefit from both

stewardship advantages and external inputs.

2. Balance Board Composition

For boards, incorporating non-family members can

mitigate agency conflicts and bring fresh perspectives,

helping firms transition more smoothly. This can also

alleviate concerns around nepotism and enhance

board efficiency.

3. Support Family-Driven Leadership

Family CEOs, with their long-term focus, can be assets

in navigating growth. By aligning family values with

growth goals, family CEOs can foster stability and

encourage firm-wide commitment to strategic

expansion.

IMPACT

This study’s findings underscore the complex

dynamics family involvement brings to firm growth. As

more family-owned businesses seek global

competitiveness, understanding how family roles

shape growth becomes critical. Future research could

benefit from exploring these dynamics in different

cultural contexts and industries.
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RECOMMENDATIONS

To optimize growth potential while maintaining family

control, firms should consider balanced family

ownership and carefully design governance structures

that support external insights while preserving family

influence. Furthermore, family CEOs should receive

support and strategic development opportunities to

foster stewardship-driven growth.
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