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Family wealth brings with it a host of thorny issues,
from governance to succession, and consultants are
standing by to help the rich deal with their money.

GENEVIEVE CUA reports

SRR

| HE saying that wealih is frittered
away in three generations —
along with the family business —
is one that persisis across cul-
tures and has almost become re-
ceived wisdom. But [nsead pro-
fessor Dr Randel Carlock, who
ieaches and researches family
enterprises, questions its blanket accepiance.

“It's fun to say i, but does it have any
meaning? Il you do, the research, yow’ll find
mosi businesses don’t last very long, family
husiness or not ... Markets are so competitive
that many companies don't exist anymore.
They go bankrupt, get acquired or just don’t
survive,”

A US publication, Family Business, reports
that most companies of all types and sizes fail
within 20 years of their birth. Among family
companles — “a hardier
breed” — less than 30 per
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ception from clients couldn’t have been betier,
We're very excited about the opportunities ...
Wealth Is the single biggest taboo subject,
much more than faith, polities or sex.”

On its part, Credit Suisse roped in Dr Car-
lock to talk about the challenges facing family
businesses. Insead runs a programme called
the Family Enierprise Challenge, a four-day
affair for families to immerse themselves i
the latest thinking ahoui family enterprises,
including business planning, succession, gov-
ernance and coniliet. This is held in France
and the Singapore campus, where the next
workshop will be in February 2007.

5ays the bank’s managing director and
head of private banking (South-east Asia and
Australasia) Didier von Daeniken: “The vast
majority of our Asian clienis are enirepre-
neurs. We don’i necessarily see that in Swit-

zerland or more mature
markets ... There are com-
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US$5 million,

Last week, Credii Suisse Privaie Bank
hosted a “family legacy programme”, bring-
ing together representatives from bwo genera-
tons of ulira-high net worth families to Bang-
kok for discussions on issues that could make
or break families and their businesses. The
participants run a range of businesses, includ-
ing textile, finance, and timber. While “next
generaiion” workshops for clienis' children
have become routine, hosting two generations
of tamilias at ane site may be relatively rare.

Ciligroup family experis ave in Singapore
ihis week to have one-on-one conversations
with big clisois. Says Ciigroup family office
managing direcior Glenn Kurlander: “The re-

husinesses, not just the fi-
nancials but the emotions.”
Dr Carlock, who has
writien a number of books
and case studies on family
businesses, says there are
some Asian culiural idio-
syneracies that make fami-
ly businesses and wealth
transfer acutely awkward.
“In Asla, entrepreneurship
isan important theme, But
it's the iniersection be-
tween the family and the
enterprise that we're inter-
ested in ... In Asia, families
are siill creating wealtl.
“We talk about family
businesses being difficuil

have to

— Randel Carlock of Tnsead  because the two most im-

poriant things in our lives
are our families and our careers, And in a
family business, they overlap. Our research
looks at it in two ways. We have a financial
model, bui the newest thinking is the psychol-
ogy of families.”

The issues include that of a child’s inde-
pendence from his parenis, which can he o
painiul process. Thevs is also the challenge of
dealing with a patriarch who reiives in name,
but does not give up control. “Ina family busi-
ness; you work for your mom ov dad so the
ability to become an aulsnomous adult iz diffi-
ewlt. Dad signs the pay cheque and is your
bass. A lot of conflict is about the children be-
eumiing ditfferant from heir parents.

Keeping it in the family

THERE are a fesw broad principles that family businesses can pursue if
they want to forestall conflict, mainiain family ties and stop their
wealth dwindling away. And Insead professor Randel Carlock has
spelled them out.

(e is to ensure clear ownership and esiate plans. “That's where a
bank can play a huge role. A business is a significant asset, because it
is both a business and family asset. There has to be very thoughiful
planning. If you don’t plan, you may not have enough assets for your
family's needs, or the business' assets may not be In the right place.”

A business founder whe infends to leave the business to his chil-
dren should tall them — dnd the earlier the better. “What families
need to do is 1o talk and plan, and create an option for the children. An
entreprenetir came to me once totally frusivated. He said, ‘I saved the
business for my children. None of them want it." I asked why.

“He said: ‘I don’t know. My daughter is a parmer in a big law firm,
my son i8 a doctor and anocther son is a professor.” They've had 25
years in their careers. The father should have said to those children
when they were youngur, that we have this business, it's a good finan-
cial assei, and it's important to me. Are you interested?"

Every year, Insead’s Singapore campus hosts a four-day workshop
for Family husinesses to talk about issues that are central to enable a
family enterprise to thrive, Dr Carlock says the typical intake for each
course is six to eight families, with two to three representatives from
cach family. “We'll take any family enterprise, provided the issues are

right and the family is committed to working on it ... Our ¢riteria are
that the family’s goals fit what we teach and thai we have multiple
family members, We never furn anyone down for being too small.”

He adds that ihe course is fypically for those with “larger busi-
nesses or aspirations”. “If your goal is to have 20 stores and you now
have three, and your goal is give the business to your three childven,
then you have to come (o the programme.” Dr Carlock himself used to
run his own advanced consumer electronics business while he contin-
uad to teach. He was vhief executive of a Nasdag-listed firm when he
decided o sell his inferest o devote his time to academic work.

He says there is a resurgence of interest among siudenis about gei-
ting involved in their family businesses. “One of the things we find in
business school is that 20 yoars ago people wanted to work for a large
organisaiion. But now people want to work for themselves. They want
to control theirown future, and family businesses are a great platform.
Look at some of ihe entrepreneurs, Their kids have bocome entrepre-
neurs as well and have taken the business {0 a new level. That's an
exeiting thing io do.”

Cae of the school's case studies is Chinese medicinal group Eu Yan
Sang, which has grown to become a global brand,

He says the glue that holds a family together is its legacy and values.
“Tn Asia you live on in your children and in what you create. The pow-
er of a family business is its legacy, that we're not doing this for quar-
terly results but for the family's name.”

“Another issue is when the parenis start to
get to the end of their careers, how do they
pass on what they do? The natural instinet is
to keep doing it. In Asia, you can refire official-
Iy from the business but you're still the head of
the family no matter what happens. That
makes retirement an even higger issue he-
cause it’s not clean as in the West.”

He adds: “In the US, a senior retires and is
regpected as a grandparent, but you den't
have to ask their opinion about the business,
In Asia, you may have to ask your grendfa-
ther's apinion forever.”

There could also be a great divide between
how the business 13 run and how ithe children
think it should be run. “Fov ihe traditional
Asian entrepreneur, his organisation chari is
zefrcle,” says Dr Carlock. “He's in the middle
and everyon# else reports to him. Buk he

sends his children to business schools on the
Western model.

“One of the stresses in Asia is how fo
merge theAsian values with Wesiern thinking
about aceountability. How many Chinese en-
irepreneurs will talk about job descriptions?

To them, the job is to do everything. On a |

Western model, you have to have a job de-
scripiion.”

Fairness is yet another awkward issus.
“How do we make a business fair? Families
aren't fair. We have something we call fair
process that we did a loi of veseavch on. It's
ahoui being transparent, sharing nformation
and giving people a voice.”

He narrvates a case taught ai his course ai
Insead. A son who is helping his father with
the business believed that his father would
leave the business:o him. Other siblings were

not in the business. “But when the dad died
he lefi the business equally o the kids. The
son felt betrayed. Why should his sisters get
the same amount of stock? That's unfaiv. But
here is what's hard about it. Did Dad want to
have that conversation? MNo.

“In that case the family business was sold,
The son’s incentive wasn't there. He was just
one of the owners.”

But falr process calls fur sensitvity. “Une
of my Indian siudents told me a great siory
whei we were talking about being fair in fam-
ily businesses. He said, ‘[ veally think that's a
greatidea. Bui [ have a question. In my family
when my grandfather comes into the room,
we o dovn on the floor and kiss his shees, It's
something we do in our part of India. So de |
ask Bim about being falr befora | kiss his
shoes or alizr? He made the point.”



