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BUSINESS FOR FAMILY BUSINESS: GROWTH STRATEGIES

M any family businesses emphasise customer serv i ce,

interpersonal re l at i o n s h i p s, and hard work, b u t

“ being nice” and “working hard e r ” a re only two of

the dozens of growth strategies available to tod ay ’s entre p re-

n e u r. The bad news is that these nice, h a rd working people are

often losing gro u n d . While competitors are growing ex po n e n-

tially through acq u i s i t i o n s, joint ve n t u re s, s t rategic alliance s,

roll ups, e q u i ty deals, initial public offe r i n g s, and fra n c h i s i n g,

the leaders of many fa m i l y-owned businesses continue to co n-

clude that they can only grow org a n i cally and incre m e n ta l l y.

The reasons that fa m i l y-owned businesses mista kenly co n-

clude that they can only grow incre m e n tally are many. Fi r s t l y,

the growth strategies that invo l ve multiple companies re q u i re

the participants to make decisions quickly. The pacing of joint

ve n t u re s, s t rategic alliance s, a cq u i s i t i o n s, and roll ups is affe c t-

ed by external factors such as financial marke t s, re s o u rce pro-

fessionals invo l ved in the proce s s, the interpersonal re l at i o n-

ships be tween re p re s e n tat i ves of the part i c i p ating co m p a n i e s,

g roup dynamics, m a r ke t

conditions and so on. I t

can be come difficult to

m atch the pace of one’s

external partners if inter-

nal re l ationships and

g roup dynamics are bogging down your co m p a n y ’s decision

m a k i n g. Some leaders of family owned businesses are so pre-

occupied with the evolving role(s) of siblings, the deve l o p-

ment of an heir appare n t, or delegation issues within their

family that the establishment of impo rtant working re l at i o n-

ships outside the family seems unimaginable.

S e co n d l y, some owners of family businesses jump to the

conclusion that aggre s s i ve growth strategies will automat i ca l-

ly result in loss of co n t rol over the future of their business.

This is particularly impo rtant to leaders of family owned busi-

nesses who feel a strong sense of re s po n s i b i l i ty for the stew-

a rdship of the family legacy. I ro n i ca l l y, t h e re are many situa-

tions in which the leaders of acq u i red companies have more

co n t rol over their fate after they are acq u i re d . S i m i l a r l y, p a r-

ticipants in roll ups, w h e re seve ral similar companies co m b i n e

to go public, can also re tain co n t rol over their geog ra p h i c

a re a , p roduct and employe e s. If this is possible when firms are

a cq u i red or publicly tra d e d , why co u l d n’t co n t rol be re ta i n e d

when a family business is doing the acq u i r i n g, leading the joint

ve n t u re, or serving as the fra n c h i s e r? So much depends on the

terms of the deal. The skill and ex p e r i e n ce of the fa c i l i tat o r s,

att o r n ey s, and acco u n tants invo l ved can make all the diffe r-

e n ce in the world when it comes to re tained co n t ro l .

T h i rd l y, some family owned businesses resist more aggre s-

s i ve growth strategies be cause they “ p re fer to be fiscally co n-

s e rvat i ve.” This is especially true for fa m i l y-owned businesses

t h at ca r ry larger pay rolls due to family members who may not

be ca r rying their weight or are still re ceiving salaries eve n

though they have re t i re d .I ro n i ca l l y, some seemingly aggre s s i ve

g rowth strategies (like acquisitions that are funded on the

re ce i vables of the acq u i red company) do not invo l ve the outlay

of gre at amounts of money and can result in the infusion of

much-needed ca s h . G rowth through acquisition does not auto-

m at i cally occur to even the brightest leaders of fa m i l y-o w n e d

businesses if they are worried about cash and meeting pay ro l l .

After a successful naval ca re e r, Fra n ce s co Musorrafiti ran a

division of a larger co m p a-

ny with his daughter,

A n t o i n e tt e, as his assista n t.

When they had grown the

division to $5 million,

Fra n ce s co and his wife

Angelina mortgaged their home and acq u i red the division

f rom Nu Max Co r po rat i o n . EPS was bo r n . T h at was 23 ye a r s

a g o. Tod ay, EPS has 750 employees and is a $120 million co r-

po ration with business ve n t u res in the USA , E u ro p e, C h i n a ,

E c u a d o r, and Pa n a m a .

The same things that help EPS att ract and re tain large co n-

t racts helps the Musorrafiti family more objectively co n s i d e r

g rowth strategies like acquisitions and joint ve n t u re s. E P S, I n c.

is an ex cellent example of a family owned business that has

a l w ays put the needs of its customers first. Its products and

s e rv i ces range from ve ry high tech to administrat i ve ta s k s.

T h ey have taught more than 400,000 soldiers how to use co m-

m u n i cation ra d i o s, m a i n tained re co rds for the National Guard ,

designed four network operating centers with a 500-person

help desk in Haw a i i , San Diego, Qu a n t i co, and Norfo l k . T h ey

h ave cre ated systems that the army uses to nav i g ate airc ra f t

and develop pointing systems for helico p t e r s.

EPS is focused on achieving results and applying new
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technology. The same things that help

EPS att ract and re tain large co n t ra c t s

helps the Musorrafiti family co n s i d e r

g rowth strategies like acquisitions and

joint ventures.

If the first non-o rganic growth strat e-

gy you consider is something huge like a

ten company roll up, people in yo u r

company may be come even more co n-

s e rvat i ve and closed to considering po s-

s i b i l i t i e s. Re m e m ber that one of yo u r

p u r poses in this process is to learn how

to att ra c t, eva l u ate and execute oppo rt u-

n i t i e s. You won’t want to sca re eve ryo n e

t oo early in the proce s s. Pe r h a p s, yo u r

first acquisition could be the purchase of

another firm’s inve n t o ry.

Remember that the purpose of most

strategic alliances is to help the partici-

pants do something larger than they could

otherwise do on their own. See if you can

leverage the relationships of the strategic

a l l i a n ces in which you are alre a d y

involved. Several of my clients have been

successful when they approached their

m a n u facturing vendors with ideas to

share the costs associated with their mar-

keting and/or product development.

One of your purposes in this process is

to learn how to attract, evaluate and exe-

cute opportunities. Be creative. Not all

growth opportunities will result from an

idea that was brought to you. Plus, if you

are the initiator of a concept, you increase

the likelihood that your company will

retain some control in the form of the co-

ordinator’s role. I have seen some of the

s t rongest joint ve n t u re co n cepts re s u l t

from brainstorming sessions during which

creative thinking exercises were used.

An example of one cre at i v i ty ex e rc i s e

is to fill in the blanks of a sentence like :

We are looking for a project invo l v i n g

the (numbe r ) , in (co l o u r ) , in (co u n t r i e s ) ,

which would help our (function) serve

our customers in (industry) be tt e r. O n e

client initiated a joint ve n t u re to co

d evelop softw a re when their part i c i-

pants selected the number 4, the co l o u r

re d , the countries of the USA and India,

the functional area of prod u c t i o n , a n d

the healthca re industry.

The primary purpose of most strat e-

gic alliances is to help the part i c i p a n t s

do something larger than they could oth-

e rwise do on their own. Consider an

o rg a n i s ational structure that re d u ce s

r i s k . G rowing a business invo l ve s

e m b racing change. This can be difficult

for non-family owned businesses, b u t

can be particularly tough for fa m i l y-

owned companies with leaders who

want things to remain as they have

a l w ays be e n . If your re s i s ta n ce to change

is based on an assumption that you will

lose too much co n t rol or won’t be able

to get rid of people who don’t fit in, yo u

could consider the establishment of mul-

tiple businesses or subsidiaries.

EPS had been working with another

business on a multi-year co n t ra c t. I t

occ u r red to Fra n ce s co Musorrafiti that

an acquisition might make sense, but the

other business had been struggling fo r

ye a r s. After he and his daughter (who is

now the CFO for EPS) invested some

time on due diligence, Fra n ce s co decided

t h at he should acq u i re the assets of the

other business. E P S ’s new security divi-

sion could now manufa c t u re softw a re

t h at allows users to interconnect 16,000

sensors to physically secure a campus or

b u i l d i n g. B e cause they cre ated a sub-

s i d i a ry, EPS was even able to hire the

p re s i d e n t, v i ce president of engineering,

a softw a re engineer, and a technician

f rom the acq u i red business.

Most of the elabo rate shows in La s

Vegas are the result of seve ral small co m-

panies establishing joint ve n t u res so

their co re businesses remain pro t e c t e d .

E s tablish a budget and schedule time

for leaders to learn strategic appro a c h e s.

I n volving other members of your man-

agement team in strategic alliance s,

joint ve n t u re s, a cq u i s i t i o n s, e t c. h e l p s

your business with succession planning.

E P S ’s senior vice pre s i d e n t- i n t e r n at i o n-

a l , Gino Co p u t o, is re p resenting EPS in a

nine company joint ve n t u re in Ita l y.

U n l i ke many owners of family business-

e s, Fra n ce s co Musorrariti didn’t jump to

the conclusion that being invo l ved with

a joint ve n t u re would automat i ca l l y

i n vo l ve increased risk, lost co n t ro l , o r

re d u ced serv i ce quality. He says that the

co-o rd i n at o r ’s role is impo rta n t, but he is

co n v i n ced that as long as EPS does its

p a rt, t h ey’ll be succe s s f u l .

B e cause Fra n ce s co rev i ews lots of

d e a l s, he doe s n’t feel compelled to do all

of them. He has turned down a few

o p po rtunities for cash infusion, and if

the joint ve n t u re deal in Italy doe s n’ t

work out, EPS will be just fine. T h e

i m po rtant point is that he sees the co n-

s i d e ration of joint ve n t u re s, a cq u i s i t i o n s,

e q u i ty deals and so on as a major part of

his role as the CEO.

Business growth re q u i res a co m m i t-

ment to continuous learning on the part

of the leaders invo l ve d . Many fa m i l y

held businesses are not growing be ca u s e

key people are so busy running the day-

t o-d ay operation that they have n’t ta ke n

the time to learn about new oppo rt u n i-

ties and see other ways to eva l u at e

re s o u rce s. I find that leaders of fa m i l y

owned businesses often undere s t i m at e

their own ca p a c i ty to learn or assume

t h at new growth strategies will be too

r i s ky or too co m p l ex for them. H o w eve r,

based on my ex p e r i e n ce, i n t e l l i g e n ce is

not the pro b l e m . Some of the brightest,

most dedicat e d , h a rdworking people

lead fa m i l y-owned businesses. But work-

ing harder is only one of seve ral gro w t h

s t rategies ava i l a b l e. ■

ALDONNA R AMBLER is CEO of The Growth

Strategist

Ta ke roo t: start small and grow slowly over time
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