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A PSYCHOLOGICAL 
PERSPECTIVE ON 

BUSINESS FAMILIES

In most societies the family is a fundamental institution for trans-
mitting values to succeeding generations, and for ensuring their 
physical and emotional development. Families are usually driven 
by a deep concern for both the well-being of individual family 
members and for the family legacy. However, in a business family, 
normal family goals may come into confl ict with the business’s 
economic goals because an important theme within the family 
system is to meet the human and psychological needs of its 
members rather than to arrive at the best economic return.

It is a truism that human beings are subjected to many elusive, 
out of awareness processes that affect how they make decisions. 
We all know that executives (including people working in family 
businesses) do not always act rationally, logically, or sensibly [1]. 
However, we have discovered that many leaders of family busi-
nesses seem to be especially prone to irrational behavior (as will 
be illustrated in the various case studies that appear in this book) 
[2]. Clinical investigation has shown that many problems in family 
businesses stem from the fact that their leaders (as well as other 
family members employed in key positions in the business) are 
often unknowingly acting out their deepest confl icts, desires and 
fantasies in the larger arena of the family business. The task for 
anyone studying family businesses is therefore to look at deep 
structures: the inner motives, fantasies, desires and defensive reac-
tions of the principal actors. What drives them? What makes them 
act the way they do? How can we make sense of their behavior?
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In a family business (particularly one in crisis) there will be 
a need at some point for its members to refl ect on how their 
family is organized and to tease out the structures and rules that 
drive their interpersonal relationships. They will have to discover 
which of their interaction patterns are functional and which are 
dysfunctional. Carl Jung often asked his troubled patients, ‘Is this 
behavior working for you?’ If the answer is ‘No,’ it may well be 
time for the family to consider other approaches to relating to 
each other.

A very effective conceptual way of understanding individual 
behavior and motivation is psychoanalytic psychology, particu-
larly objects relations theory [3]. However, when studying family 
businesses we have found that this orientation to understanding 
complex human processes needs to be enhanced by theory from 
the more recent fi elds of systems analysis and family therapy—
known as family systems theory [4]. We have discovered that 
combining psychodynamic thinking with family systems ideas 
into a psychodynamic-systems approach can be invaluable as a 
key to unlocking many of the knotty problems faced by business 
families.

P SYC H O DY N A M I C  A N D  FA M I LY 

SYS T E M I C  P E R S P EC T I V ES

One of the challenges we faced in writing this book was overcom-
ing some of the institutional or academic barriers to working across 
the boundaries between psychodynamic and family systemic 
therapy. In 1998, Christopher Dare, in a paper on the practice of 
psychodynamic and family systemic therapy, commented:

The two disciplines of family therapy and psychoanalysis remain 
organizationally and conceptually disassociated from each other 
despite the two subjects having considerable overlap, plying adja-
cent trades and using theoretical ideas which show considerable 
parallels [5].

At the time, Dare encouraged a stronger link between the two 
disciplines. But in fact, a rapprochement of these two ways of 
looking at human behavior is increasingly becoming a reality. In 
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practice, we have found it extremely useful to establish a link to 
the inner psychological theater of the individual and explore how 
the scenes of this inner theater are enacted in the larger family 
system.

To have a greater impact in family business interventions, this 
book is designed around the application of psychodynamic and 
family systemic frameworks for studying human behavior [6]. 
Applying these two perspectives creates a more complete and 
balanced view of individual behavior and interpersonal relation-
ships. It is an ideal way to bring a degree of rationality to what 
can, at times, be extremely perplexing behavior.

Because of this orientation, we use theories, concepts, 
methodologies, techniques, and vocabularies that are more often 
used in psychology than in discussions of management issues. 
In particular, we draw on concepts and theories taken from psy-
chodynamic psychology (particularly object relations theory, 
self-psychology, and ego psychology), dynamic psychiatry, devel-
opmental theory, cognition, and the study of narrative.

In this search for rapprochement between various disciplines 
we like to emphasize that object relations theory, an offshoot of 
psychoanalytic theory that emphasizes interpersonal relations, pri-
marily in the family and especially between mother and child, 
will be especially helpful to bridge the gap between classical 
psychoanalytic psychology and family systems theory. Object 
relations theorists are interested in inner images of the self and 
other, and how they manifest themselves in interpersonal situ-
ations. Consequently, there is a degree of overlap between this 
derivative of classical psychoanalysis and family systems theory. 
As Christopher Dare said, ‘Psychoanalysis and family therapy can 
come together now, [.  .  .] by agreeing that both are preoccupied 
with the therapeutically useful, ethically apt re-creation and 
telling of stories’ [7].

K E Y  I D E AS  F R O M  T H E 

P SYC H O DY N A M I C  A PP R OAC H

The psychoanalyst Sigmund Freud postulated that the human 
mind functions through the interaction of opposing forces. A 
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person has wishes and fantasies that evoke anxiety, leading to 
defensive reactions that range from relatively normal to dysfunc-
tional. The confl ict between these forces is mainly unconscious, 
and yet can have a huge impact on people’s emotional life, self-
image and relationships with other people and larger organiz-
ations [8].

Children are born with certain innate desires that cause them 
to seek pleasure and avoid pain. These desires become trans-
formed into mental images that govern their feelings and behav-
ior. As their parents attempt to socialize and fi t them for society, 
children inevitably experience frustration of such desires as they 
learn what is allowed and what is forbidden. Gradually their 
childish impulses are modifi ed and transformed more in line with 
societal norms. During this process many of the original desires 
and anxieties associated with them are seemingly forgotten. 
However, these unacceptable wishes and desires are not really 
forgotten but continue to linger below the surface, retaining the 
potential to affect adult behavior signifi cantly in later life.

Freud later went on to formulate a general theory of mental 
development, part of which involved defi ning ideas such as the 
unconscious, defenses (the desire of the conscious mind to cope 
with wishes and fantasies emerging from the unconscious), and 
character patterns. He also described the developmental stages of 
childhood in his ‘psychosexual stages of development’ (which 
we look at in more detail in Chapter 4) and the idea of 
transference.

T H E  R O L E  O F  T R A N S F E R E N C E  A N D 

C OU N T E R T R A N S F E R E N C E

Everyday conversation consists of one person attempting to trans-
mit feelings to another. We talk about ‘putting something across,’ 
or giving someone ‘a piece of our mind.’ For example, when we 
are in distress, we may try to convey to another person our dis-
tress in such a way that he or she can literally feel it. The normal 
communication process consists of fairly rapidly oscillating cycles 
of projection and introjection: as one person communicates with 
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words and demeanor (projection), the other receives and inter-
prets the communication (introjection); then the listener, having 
understood the speaker’s message, reprojects it to the original 
speaker, perhaps accompanied by an interpretation [9].

Similarly, at some stage in any research or process involving 
the investigating of human behavior, the subject of that investiga-
tion is likely to evoke certain responses in the researcher—
responses that in a therapeutic encounter between a client and 
therapist are usually referred to as ‘transference’ and ‘counter-
transference.’ This cycle of projection and introjection—a ubi qui-
tous phenomenon—is what transference and countertransference 
processes are all about.

Transference is normally used to describe the way in which 
a client perceives or experiences in their therapist characteristics 
or behavior that belong either to an important fi gure from the 
client’s own past (a parent, for example), or that are a denied part 
of their own personality (for example, the client perceives the 
therapist as being angry or sad when in fact these are the client’s 
subconscious feelings ‘projected’ on to the therapist).

The term ‘countertransference’ is normally used to mean the 
feelings that a client evokes in a therapist—again, possibly relating 
to an important fi gure or fi gures from the therapist’s past. It 
describes feelings that therapists become aware of that do not 
seem to belong to themselves but which they experience as a 
result of being with the client. For example, at the end of a 
therapy session the therapist may feel inexplicably frightened, sad, 
confused, or worried. This may be due to the subtle transference 
of these feelings to the therapist by the client.

In short, transference refers to the feelings of the client about 
the therapist, countertransference refers to its mirror image: the 
feelings that a patient arouses in a therapist [10]. In this book we 
will use these terms to apply to the feelings that the subject (the 
business family) arouses not only in the researcher, therapist, 
coach, or consultant, but also in the individual members of a 
family organization toward one another.

For example, a typical example of a transference reaction can 
be found in the case of two colleagues at work, say a young 
woman and her much older boss, who can barely stand to be in 
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the same room with one another. Both are competent, responsible 
individuals but when together they seem to regress into dysfunc-
tional behavior. Even though their acrimonious personal relation-
ship has been addressed directly, agreements reached and 
boundaries set, the effectiveness of both women is compromised. 
The younger woman harbors a permanent grudge against her 
boss that she herself cannot rationally explain. Moreover, the 
older woman takes the bait, and the younger woman brings out 
the worst in her.

One approach to solving this problem would be to evaluate 
the possibility of a transference reaction on the part of the younger 
woman. Perhaps, as a child, she had a diffi cult, unresolved 
relationship with her mother or another older, female relative—
many of whose mannerisms her boss shares. Forced to deal with 
her ‘mother’ at work, the young woman’s unconscious emotions 
may spill over into her relationship with her unwitting 
superior.

Thus careful evaluation of transference and countertransfer-
ence reactions provides us with another source of information that 
can be used concurrently with more conventional data. Although 
countertransference reactions can be confusing, we need to be 
aware of them and understand why they are happening, as they 
can be great assets to us in our ‘detective’ work.

Transference and countertransference are critical concepts in 
interpersonal understanding because they are ubiquitous elements 
of the human condition. They are processes whereby (as we 
indicated) there is a confusion of person, place, and time, due to 
the reliving of earlier relationships, usually in an attempt to 
resolve earlier development problems that were not successfully 
dealt with by someone earlier in life. They can be viewed as a 
kind of repetition, resulting in persistent, stereotypical behavior 
patterns that have their roots in privileged relationships with early 
caretakers. These two concepts are organizing activities, indicat-
ing the continuing infl uence of a person’s early life experiences 
throughout the life cycle. The challenge is for us to understand 
that this pattern—useful as it may have been when we were 
young—may no longer be appropriate at a later stage of life.
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Psychological Defenses

An individual’s personality is largely determined by the particular 
way that person balances his or her intrapsychic view of the world 
with the impact of external reality. In dealing with the stress and 
strain of daily life we use ‘psychological defenses’ to help us to 
cope with emerging anxiety [11]. These defensive reactions are 
mostly unconscious (although we can learn to become aware of 
what we are doing), and have the effect of preventing us having 
to face aspects of ourselves that we fi nd threatening, preventing 
us from being overwhelmed by feelings that are too disturbing. 
These often work well because through them we are able to fi nd 
a mental equilibrium—albeit somewhat limited in some areas 
[12]. Of course, these defenses contribute to behavior that is not 
always easily understandable. A classic example is the ‘kicking the 
dog’ phenomenon—returning from work at the end of a frustrat-
ing day and shouting at the children or the dog. This pattern can 
be viewed as a displacement defense: we displace our anger from 
the person to whom we cannot safely express it (a likely candidate 
being the boss) onto a safer target, one that is less likely to 
retaliate.

A number of ‘mechanisms of defense’ are now part of every-
day language—for example, projection and denial. Other terms 
often mean different things to different theorists and overlap: 
ideas such as ‘rationalization,’ ‘intellectualization,’ ‘displacement,’ 
‘reaction-formation,’ ‘introjection,’ and ‘splitting’. We take a 
closer look at splitting later in the book.

The Idea of Texts

One particular clinical research concept in psychodynamic therapy 
that is especially useful in understanding the family business is 
the notion of texts (in family systemic therapy they are known 
as ‘scripts’ or ‘narrative’) [13]. Texts are the grouping of inter-
related information and all types of data containing messages and 
themes that can be systematized. When decoding family-business 
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texts, signifi cance is extracted from interrelated factual, cognitive, 
and affective units constructed from the researcher’s experiences 
with people in the business.

Texts can include obvious things (like managerial statements, 
writing, and observable behavior) and implicit things (like sym-
bolic behavior, organizational myths and stories, specifi c strategic 
decisions, particular interpersonal styles, and the type of organ-
izational structure that characterizes the company). When ana-
lyzed, these give clues to what life in a family or an organization 
is all about. Understanding these texts adds a further dimension 
to our analysis of organizational phenomena. If we are alert to 
underlying themes, to meanings behind the metaphors used by 
family members and other stakeholders, to the reasons for the 
selection of certain words, and to the implications of certain 
activities, our knowledge of family and organizational life becomes 
much richer [14].

A number of rules are helpful when decoding these texts. 
First, there is the ‘rule of thematic unity.’ When we try to analyze 
an organizational story, we have to shape the different observa-
tions into an interconnected, cohesive unit, a gestalt or whole. We 
need to identify themes.

Second, we are engaged in pattern matching, looking for 
structural parallels, for a fi t between present-day events and earlier 
incidents in the history of an individual or organization; we are 
watching for revealing repetition [15]. These patterns demon-
strate how individuals may misinterpret the present in terms of 
the past and relive the past through present actions. Transparently 
anachronistic repetitions probably indicate some form of transfer-
ence reaction and when these happen, it is time to sit up and pay 
attention.

Third, interpretations need to be guided by the ‘rule of 
psychological urgency,’ which assumes that an individual’s most 
pressing needs, intentions, or ways of acting can be identifi ed 
somewhere in the family text. We need to tease out the oper-
ational code—what drives the individual—of a person’s life [16]. 
The challenge is to identify pervasive relationship patterns, what 
have also been called ‘core confl ictual relationship themes’ [17]. 
To understand what is going on, it is essential to identify these 
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constantly repeated patterns. There are always consistencies in an 
individual’s relationships.

Finally, there is the ‘rule of multiple function’ [18]. Depend-
ing on the psychological urgency of the matter at hand, part of 
the text can have more than one meaning and can be looked at 
from many different points of view. Sometimes organizational 
resistances and defensive processes stand out. At other times, the 
key dynamics may be related to the way people manage aggres-
sion or affectionate bonds. Processes evolving around shame, 
guilt, envy, jealousy, and rivalry can also be important. To com-
plicate matters even further, these issues can occur concurrently 
at the individual, interpersonal, group, intergroup, and organiz-
ational levels. It is therefore necessary to seek out meanings at 
multiple levels and to tease out the individual and organizational 
roots and consequences of a family business’s actions and 
decisions.

T H E  FA M I LY  SYS T E M I C  P E R S P EC T I V E

Family systemic thinking is derived from many different streams 
of social science research on how individuals interact and relate 
to each other in groups. For example, in sociology, Kurt Lewin’s 
work on group dynamics led to the awareness that group work 
can be an effective tool for changing ideas and behavior. The 
development of his fi eld theory demonstrated how groups experi-
ence confl ict, and how they communicate [19]. His conceptual 
ideas have informed psychologists working with families on inter-
personal and relationships issues.

In a similar vein, Wilfred Bion, a psychiatrist and psychoana-
lyst also working on group dynamics, identifi ed three tactics that 
groups use to avoid dealing with the real task at hand: entering 
into fi ght/fl ight mode, pairing, or resorting to dependency reac-
tions [20]. Although a group of people is supposed to engage in 
real work, it became clear from Bion’s observations that groups 
could be extremely creative in resorting to other, more regressive 
activities that complicated progress on the task at hand. Executive 
coaches, consultants, and other advisers need to pay attention to 
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group phenomena—and the role they play in their clients’ fantasy 
life—when dealing with family businesses.

Family systems theory makes it very clear that the therapist 
is not a detached observer of what happens in the family. He or 
she becomes very much part of its dynamics. Understanding the 
role of the therapist in the system is fundamental to understand-
ing the systemic approach to families. Early family therapists 
assumed that the therapist could change the system while remain-
ing detached and unaffected by what happened in the family [21]. 
But as research in the fi eld progressed, it became obvious that 
there is a process of mutual infl uence that develops between the 
therapist and the family [22]. The development of this second-
order cybernetic thinking supports the realization that there is 
no objective reality, and that the therapist, interacting with the 
family, constructs his or her own understanding of the family 
that is observed [23]. As we have suggested before, therapists, 
consultants, and coaches should be prepared to engage in a process 
of self-refl ection and analysis in order to turn these interactions 
to their advantage; they should constantly think about what is 
happening to them while engaged in an intervention with a 
family.

Although, clearly, family systems thinking has a different 
focus from the psychodynamic approach, there is now an increas-
ing convergence between family systems theory and psychody-
namic ideas, in particular those of the object-relations theorists 
[24]. (See Table 1.1 for a comparison between the family systemic 
and the classical psychodynamic approach.)

Table 1.1 gives a sense of the nuances in client orientation: 
past versus future, individual versus the group, a more participa-
tive role versus a more detached role, and being directive versus 
being refl ective. But because of the convergence between sys-
temic family therapy and relational psychoanalysis we have to 
bear in mind that all that we are talking about are nuances. The 
mingling of family and business systems within a family enter-
prise explains why drawing on both the psychodynamic and the 
family systems approach has proved to be extremely helpful in 
addressing family business issues that fall outside the boundaries 
of traditional management theory.
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The psychodynamic perspective focuses on how individual 
thinking and behavior are shaped by experience and past events. 
Because we are all products of our experiences and our origins, 
the psychotherapist seeks to discover how these early infl uences 
affect the way clients interact with others as adults. Clinical 
insights can help to provide a rational explanation for seemingly 
irrational behavior. These insights become the building blocks for 
new beginnings.

In contrast, the family systems approach looks at how the 
family interacts now, and emphasizes the process of changing 
behavior to create more effective relationships. The family systems 
model recognizes the importance of past experiences, but focuses 
its intervention more on the requirements of the present. This is 
particularly useful in situations where people must interact on 
emotional and cognitive levels, as is the case in both family and 
business systems.

The advantage of using these two psychological perspectives 
in a family-business context is that they consider both the behav-

Table 1.1 A comparison of family systemic and classical psychody-
namic perspectives

Family systemic Psychodynamic

• Focuses on family relationships • Focuses on the individual

• Explores present to future •  Explores past to present to 
build for the future

• Focuses on behavioral changes • Develops new insights as a 
 in behavior  prerequisite for change

• Addresses problems in the system •  Focuses on the problems of 
the individual, taking a 
relational perspective

• Therapist collaborates in the system •  Therapist has more of a 
detached attitude

• Works with actual family •  Explores symbolic family 
through the individual 
family members

• More directive approach • More refl ective approach
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ioral problems and the more enduring belief systems that under-
pin behavior at individual, interpersonal, and family levels. Using 
these two perspectives provides insights into the cognitive, emo-
tional, interpersonal, and social spheres.

T H E  T H E R A P EU T I C  A L L I A N C E

A crucial factor in the success of a therapeutic or consulting 
intervention is the establishing of a good therapeutic alliance—
the collaborative relationship a therapist is able to form with a 
client. It concerns the shared ability of the patient and the thera-
pist to understand and to relate to each other on a deep level, 
being prepared to work on the task at hand [25]. It is this rela-
tionship that enables the client and therapist to explore together 
issues that are anxiety-provoking for the client and therefore 
usually avoided.

The working alliance is established by the therapist’s ability 
to build relationships (allowing clients space to talk, empathy, 
demonstrating positive regard) and by the personal qualities of 
the therapist. This alliance is also established by the therapist’s 
ability to maintain what is called the ‘therapeutic frame,’ a set of 
rules of working together, usually delineated in the initial meeting. 
The frame deals with practical matters, such as times of meeting, 
length of therapy sessions, the fee, confi dentiality, regularity 
of meeting, and the setting of boundaries between the two 
parties.

Building the Alliance with a Family

When working with a family rather than an individual the thera-
pist needs particular training in how to establish an alliance that 
provides a level playing fi eld that will allow all participating 
generations to work as a family of adults. A family meeting 
facilitated by an external adviser needs to meet the needs of the 
senior generation (for example, by showing that their ideas are 
respected) and the younger generation (for example, by allowing 
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them to express their frustration, or other emotions, in a con-
structive way). As part of creating the therapeutic alliance, the 
adviser needs to provide the family with a ‘safe space’—a reas-
suring environment that needs to be suitable in both physical 
terms (e.g. quiet, and where clients will not be overheard if strong 
emotions are expressed) and emotional terms (one in which 
clients feel they trust the therapist with their inmost anxieties). 
Only when this is available will family members’ anxiety be suf-
fi ciently reduced for them to feel able to experiment with new 
ways of doing things.

A family meeting, or series of meetings, with a professionally 
trained facilitator can provide the family with opportunities to 
think about and test new ways of working together. For example, 
a family considering appointing the youngest son as managing 
director, or a daughter as the fi rst woman board member, may 
have to overcome both the power of family scripts and the larger 
society’s biases and traditions of business leadership.

A  SU M M I N G - U P

This chapter has provided some basic understanding of the prin-
ciples and theories we will refer to throughout the book. We will 
demonstrate how using a psychodynamic-systems approach can 
help the family to prepare for life-cycle transitions and other 
psychological issues that family businesses face, including:

• deciphering roles and responsibilities within the family and 
business systems;

• exploring the motivations of individual protagonists and their 
family; and

• developing organizational structures and processes that support 
decision making in the larger family-business system.

A critical value of family systemic therapy is the acceptance 
of the role of the therapist, consultant, or coach as a part of the 
system [26]. For the purposes of this book, we suggest that you, 
the reader, are also a researcher [27], especially if you are from, 
work for, or have experience with, a business family. Instead of 
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ignoring factors like personal emotions, you should recognize 
and welcome them, viewing your own reactions as important 
sources of data. By engaging in a process of self-refl ection and 
self-analysis, you can turn these feelings to your advantage. Try 
to sharpen your skills in self-observation. You should constantly 
think about how you react as you work through the ideas in 
this book: Do you agree with what you are reading? Disagree? 
Why? And what kind of associations bubble up when you are 
reading?
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