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PART 1

THE NEW AGE OF UNCERTAINTY

Doubt is not a pleasant condition, but certainty is absurd.

—Voltaire

Uncertainty is rarely the first topic to arise at a cocktail party, or the breakfast table, or even the boardroom. If anything, the modern world has been designed to reinforce a sense of perpetual predictability. Those of us fortunate enough to live in affluent societies have learned to expect that light will brighten a dark room at the flip of a switch, clean water will flow with a twist of a faucet, and a few taps on our phones will bring fresh groceries to our doorstep, or an Uber to shuttle us safely to dinner. With so much convenience and certainty, it’s easy to take for granted the many invisible institutions and infrastructures—both private and public—that enable such an effortless, on-demand lifestyle, 24/7/365.

It is only once we step outside of the comfort and safety of these so-called advanced economies that we begin to understand how control is just an illusion: a superficial layer of stability masking much deeper structural volatility. In these less predictable environments, we are reminded that uncertainty is the rule rather than the exception. Blackouts are pervasive, potable water is a luxury, grocery shelves are often bare, and it’s best to avoid getting into cars with strangers.

This book is about how enterprising families have managed to thrive for generations under precisely these conditions, and what their survival and success have to teach business leaders everywhere. Why, you might wonder, would operating in New Delhi or Lagos have any relevance to some of the world’s most sophisticated businesses in New York or London? The answer is simple: stability within these privileged environments is evaporating before our very eyes. Polarization is increasing and trust in institutions is declining, a sharp reversal of a global trend that has supported economic development and commercial activity for nearly a century. Consequently, success will require a fundamentally different approach to governance, organizational design, and business strategy.

As you’ll learn in the chapters ahead, family enterprises operating in frontier economies have developed a unique form of resilience1 to help them thrive in turbulent times. In fact, some of the most incredible examples of resilience and innovation in modern corporate history were forged during protracted crises. The stories of DuPont and Cargill during the American Civil War and Marriott during the Great Depression remind us that uncertainty is as inescapable as gravity—a natural force that has guided human affairs for thousands of years, and one requiring a special form of strategic vigilance and foresight.

What then should we make of the past half-century of unprecedented economic, political, and social progress? Though we may not have reached the “end of history” that some thought possible after the Cold War, haven’t we at least achieved an “end of uncertainty”? In many ways, the decades since the end of World War II have been a golden age of stability and prosperity—certainly for those living and working in the West.2

In the most affluent societies, the rise of sophisticated public and private institutions spawned technologies, networks, and infrastructure that improved countless lives and generated vast fortunes. They incubated some of the largest and most valuable companies in history, from Microsoft and Apple to Tesla and Walmart. But they also unleashed powerful economic, ideological, and environmental forces that are increasingly shrinking corporate lifespans, destabilizing entire industries, and threatening the modern world order.3

For the handful of countries that created, sustained, and benefited most directly from these oases of stability, the coming storm will be most disruptive. Like immune systems that haven’t been exposed to diseases in years, their governments, companies, and citizens have no living memory of what it’s like to navigate tumultuous waters, and they are ill-prepared for the greater volatility that lies ahead. Over the past several decades of relative peace and prosperity, they have become less resistant to new threats, and are now more fragile and prone to collapse.

However, outside this privileged club of advanced nations, instability and scarcity are endemic, as they have been for most of human existence. Consequently, those living and working in emerging and frontier economies are naturally better prepared for the New Age of Uncertainty that lies ahead, and their experience provides us with extraordinary lessons about resilience4 and longevity.
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RISKY BUSINESS

Both as scholars and practitioners, we’ve always been deeply interested in economic development, inspired by our diverse ethnicities (including Lebanese, Italian, Venezuelan, and Dutch). That said, we first became interested in writing about risk in the wake of a crisis—a literary tradition that goes back to the dawn of recorded history.5 From ancient battles through the middle and modern ages, many curious minds have sought to understand how the world’s great empires—both political and economic—were so prone to rise and fall.

The initial catalyst to develop and share our own perspectives on risk was the onset of the Global Financial Crisis in 2007. At the time, many business leaders, policymakers, academics, and citizens were just beginning to understand that a complex modern society—one that had previously seemed so powerful and resilient—could in fact be quite fragile and prone to systemic collapse. However, it was only years later, on June 18, 2014, that our early research took an unexpected turn, changing our understanding of organizational resilience in the face of chronically elevated uncertainty.

That morning, we received an article from a close friend about a shooting at a hotel in downtown Caracas. A German businessman had arrived at Simon Bolivar International Airport and gotten into an armored car with his security detail. Together they drove into the heart of the city and up the long winding driveway of the Eurobuilding Hotel, one of the few luxury properties remaining in Venezuela’s capital. As he stepped out of the car and into the gilded foyer, he was promptly gunned down by two armed assailants, who snatched his briefcase and sped away on their motorcycle into the chaotic downtown traffic.

While this was clearly a dramatic event, the story isn’t particularly remarkable for anyone who has been tracking the slow-motion train wreck that is modern Venezuela. After all, in that same year there were an estimated 24,000 murders in the city of Caracas—more than Baghdad at the height of the US occupation—making it the murder capital of the world. That’s over 65 murders every single day. To put this in context, in major American cities of a similar size (such as Los Angeles, Chicago, or Houston), there were between 100 and 600 murders that year, or less than two per day.

But the most intriguing detail from that particular story was the scene of the crime. We often stayed at the very same hotel when visiting our clients in Venezuela, including once only weeks before the shooting. What’s more, we followed the exact same sequence from the airport into the city. That article could easily have been written about us.

As you can imagine, these parallels elicited a predictable range of reactions from the mundane to the sublime. For instance, we prioritized finding a more secure hotel for future visits and doubled down on personal security. We also began meeting in neighboring countries where our client had built a network of offshore distributors, and took comfort in the protected status of health-care companies within the otherwise anti-capitalist Chavista regime. Most importantly, we gained a deeper and more visceral understanding of what it means to operate daily under conditions of elevated uncertainty and diminished trust, and how this is categorically different from what gets taught in most Western business schools.

This incident prompted a broader reflection that now seems obvious in hindsight, though at the time it was hiding in plain view. There are many parts of the world where external stability is elusive, and existential crises are not acute but chronic. To survive and thrive in these environments, leaders need to focus on building internal stability before investing in growth. For instance, when supply chain disruptions are pervasive, many organizations build redundancy and diversity directly into their core operating model. Despite the added cost and inefficiency, their mantra is “just in case,” not “just in time.” This focus on resilience may fly in the face of Western “best practices,” but it is also necessary for survival and success.

As we dug deeper into these structural differences, we also observed another unique characteristic—the extremely high prevalence and influence of enterprising families in volatile environments. Early in the book, we’ll examine how family businesses are the dominant organizational form in these economies, representing up to 90 percent of all economic activity, employment, and R&D. Many of these businesses are so-called mom-and-pop shops—local restaurants, convenience stores, retailers. But some are among the largest and most systemically important private enterprises on the planet, global brands that many of us would easily recognize (though often not as family-controlled), and they each overcame significant odds on their path to success.

Interestingly, we found that these families are more inclined to invest in, and care for, the communities they serve. Some even take it upon themselves to build critical public infrastructures that are often overlooked by local governments, yet which enable commercial and social life to flourish. In both our research and our work, we’ve seen countless examples of family firms investing in roads, bridges, hospitals, schools, community centers, housing, and even telecommunications grids to help fill these institutional voids. The willingness to take on this role naturally fosters loyal and trustworthy partners, customers, and employees, generating another unique source of resilience while also driving economic development.

To be clear, our families can be sources of both organizational stability and instability, as Ivan knows only too well. He grew up in Venezuela, where his father founded Segurosca, which evolved into Grupo Lansberg, among the largest insurance brokerages in Latin America. While he never held a managerial role, Ivan was in graduate school when the succession planning exercise began, and he sat in on many of the meetings. In the end, Ivan’s older brother and a non-family executive took control of the business, committing to a fast growth strategy fueled by debt financing at a time when the country was about to enter into an economic tailspin. Shortly after the transition, interest rates shot up, the new leaders were unable to keep servicing the debt, and the business eventually failed. It left Ivan with a strong sense of the complexity of managing a business at a time of acute crisis, as well as the ancient truth that through adversity, lessons can be learned and a deeper understanding can emerge. A more nuanced view, therefore, requires us to understand families as both a feature and a bug of modern capitalism.

WHY UNCERTAINTY MATTERS

This book is a product of our own experiences and our curiosity about what it takes to succeed in turbulent times. It reflects an eclectic combination of academic and intellectual interests inspired by our different backgrounds. One of us grew up in Canada—among the safest places on Earth, though not without its own extremes. The other was born amid the lush beauty of Venezuela during the golden age of Latin American development—then observed with sadness and frustration the country’s descent into economic and political chaos. One of us is naturally inclined to an “outside-in,” systems-level view—particularly through the lens of macroeconomics, geopolitics, and ecology. The other is more inclined to an “inside-out” view—particularly the dynamic family enterprise systems that shape our understanding of the world and form the building blocks of modern civilization.

These diverse perspectives have enriched our friendship, partnership, and scholarship for years. Consequently, writing this book together was a great joy, and an opportunity to capture our latest thinking on what it takes to achieve enduring intergenerational success. It was informed by decades of research and teaching at the Kellogg School of Management and Harvard University, and especially through our work advising leading families around the world over the past thirty years. After all, as Kurt Lewin, the father of social psychology, once observed, “If you want truly to understand something, try to change it.”

We quickly realized that popular business school case studies about the Waltons and Arnaults didn’t reflect the complex realities our clients and students were facing in places like São Paulo and Mumbai, where operating conditions would make a Fortune 500 CEO blush. Nor were they well suited to prepare leaders for moments of crisis and turmoil, as many now expect virtually everywhere in the years ahead. So we studied both G7 countries like the United States and Canada (where predictability has been the norm for most of our living memory), and, importantly, those less-well-understood family businesses operating fearlessly in frontier economies like Venezuela and Ukraine (where disruption is a daily ritual).

In some cases, we discovered that entrepreneurial endurance was an intentional goal, emerging from proactive planning and the anticipation of adversity. For others, it was the gift of good fortune: being in the right place at the right time. Still others learned the hard way from catastrophic failure, and found the strength and stamina to pivot and rebuild. Importantly, in every case featured throughout the book, we found that the owning families themselves played a critical role in helping their enterprises to adapt and grow.

Building on these insights, we begin the book in Part 1 by laying out both the familiar and the unfamiliar contours of the “frontiers of capitalism”—that is, the unique challenges and opportunities that come with leading a private enterprise under conditions of chronic scarcity and turmoil. We then explore the origins of stability, and how social systems invest with intention to exert greater control over their environment. This includes an introduction to external stabilizers, such as private contracts and public markets, which operate like lighthouses in a storm, encouraging individuals to venture out in search of commercial opportunity. We also include a thorough examination of internal stabilizers, such as a family’s core values and risk management systems, which act like the ballasts on a ship and help organizations remain on course. Such stabilizing investments are not random, but fall into seven distinct and replicable patterns, which, as we’ll show, can be strategically deployed before, during, and after a crisis to enhance performance.

Then in Part 2 we dive into the heart of our framework and examine these stabilizing strategies one at a time. In each chapter we introduce an iconic case study that exemplifies a particular strategy, which we’ll then explore in greater detail. These will include:

• A Peruvian family that built a soft drink company from the ground up during an active terrorist conflict, whose company has since become an international giant challenging first-world multinationals.

• A Korean family best known for exporting dried fish, before being tapped by a visionary government to help modernize the country, eventually becoming a global titan of technology and industry.

• A Syrian family whose entrepreneurial successes were unceremoniously seized after a military coup, forcing them to migrate into a neighboring country to start from scratch, where they rebuilt an international empire.

 • A Haitian family whose iconic hotel business has been tested by every form of disaster imaginable, from earthquakes to coups to rampant crime and economic collapse, yet has endured against the odds.

• An Indian family that started its business in cotton exports under the British Raj, pioneering some of the most progressive worker benefits and social programs in history, before growing into one of the largest and most successful global conglomerates.

These cases, and many others throughout the book, will demonstrate how seven stabilizing strategies have helped enduring enterprises for centuries in the face of constant adversity, and that it’s always best to be prepared.

Finally, Part 3 brings us back “up to the balcony” to explore how we can apply these inspiring stories and fresh insights to our own families, organizations, and communities. We introduce a comprehensive framework for navigating crises with confidence, managing risk in an age of uncertainty, and building an enduring enterprise that can stand the tests of time. These lessons from the frontiers of capitalism will be helpful for anyone unexpectedly confronted with risks, whether conventional ones like economic recessions, or “fat tail” disruptions such as 9/11, major pandemics like COVID-19, or international conflicts like those in Ukraine and the Middle East.

By the end of the book, you will have a new inventory of tools and inspirational case studies to leverage in good times and bad, a greater appreciation for the unique role of enterprising families in the global economy, and an achievable path to building greater resilience and long-term success wherever you live, work, and play.
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