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To All Generations...
For What You Bring Separately and Collectively

To our Previous Generation

10 John L. Ward and Craig E. Aronoff, founders of The Family Business
Consulting Group and The Cox Family Enterprise Center and thought
leaders in the Family Enterprise field. Your vision and contribution are
evident in today’s organization, twenty-six years after you imagined a future
that would outlast and surpass any of us. You exemplify the owner’s mindset
by leading, shaping, teaching, and then, at the right time, gracefully letting
go. We are proud to add our small part to perpetuate the dream.

Nonna Cicci, Zionno
Mom, Dad, and Dad, Mom, Grandpa Cook, and Alfredo, Papi, Mina, and

Anne Jim Marjorie

Wendy Barb Gaia

10 our families, mentors, and clients—who are sometimes one and the
same—we are grateful for the many selfless hours of listening, encouraging,
and exhorting us. You have been and continue to be a huge part of shaping

who we are today.



To our Generation

lan, Jessica, Heidi,
Kathy and the Hayward  Brian, Mike, and my FBCG  Riccardo, Roberta, Anna,
Family partners and all my Cousins

Wendy Barb Gaia

10 our significant others, family, colleagues, and friends. Thank you for being a
core part of our team in our own development journey. We have benefited
from you supporting us as we strove to continually be a little better, even
when it meant last-minute changes in family and personal lives.

To our Rising Generation

Blake, Koshi and all 13 Sage

and Hayward nieces and Alex, Connor, and Andrea, Francesco, Elisa,
nephews Quinn and AnnaChiara
Wendy Barb Gaia

10 our rising generation family members. Too often we mistakenly think that
our relationship with you is a one-way learning street. In fact, it is quite the
opposite! Your untainted and unassuming view on the world gives us fresh
eyes with which to approach our days and our work. You are an inspiration
for us to be the best we can be each and every day. Thank you for
continually challenging our ability to adapt and evolve. Our hearts are full.



Foreword

The special nature of ownership of family enterprises has occupied academics
and practitioners in the field of family flourishing since its beginnings with
writing thousands of years ago. Aristotle opined that he felt it relatively easy
to make a fortune but very difficult for a family to retain one. Many other
authors in other cultures have opined the same.

We know this pattern in Western cultures as the proverb “shirtsleeves
to shirtsleeves in three generations” and in China, in one of its many
forms, as “rice paddy to rice paddy in three generations.” Why this should
be so is unknowable as each family, as its bonds of affinity dissolve, as
Tolstoy observed, does it in its own way. Each reflects the second law of
thermodynamics, energy to matter to energy, as entropy works its will.

Despite this reality, those of us who seek to help families flourish and post-
pone this outcome attempt to find answers that work for each such family.
We seek to help them define “when” this will happen to them and help them
try to postpone this inevitable outcome for at least seven generations. Their
humility that the proverb cannot be avoided and their willingness to try is
heroic in its own way and is to be applauded.

Such families form the core of Dennis Jaffe’s great book Borrowed From
Your Grandchildren. Families in this book had to have achieved their third
generations of flourishing members to get into the book and then often
had fourth-, fifth-, and sixth-generation members flourishing together. These
families exemplify the quality of affinity and their awareness that their
purpose is to enhance the journeys of happiness of each of their family
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viii Foreword

members toward the entire family continuing to flourish. Or if you like,
that all family members’ boats will rise. They each vow to seek to help each
member’s boat to rise. All so the family flotilla sails on safely, anti-fragility,
and flourishingly far into the future. The members of each generation in turn
making the same vow and being given the help each individually needs to
attain a flourishing life and strengthen the bonds of affinity each individually
shares with his or her family members.

Each of the families of affinity described above shares resources far beyond
their individual needs. The creation of their original resources almost always
lies in the actions of a single person whose life was about this act of creation.
Often, such persons are regarded as the “Founders” of these families and their
stories form important parts of the positive myths of such families.

However, the core genesis of such families lies in whether their second-
generation members decide to seek to become a family of affinity and seek
by doing so to avoid the proverb’s edict for at least seven generations into the
future.

Among the questions such second-generation family members face is, “Are
they willing, as owners de facto or de jure, to work together to ‘dynamically
preserve’ the resources they receive from the Founder?”

If they can answer the previous question affirmatively:

e Can they imagine that their family resources are much larger than their
Financial Capital?

e Can they see very early on that their family assets consist of five separate
and collective capitals and seek to dynamically preserve each and all of
them?

e Can they see that their assets consist of Human Capital, Intellectual
Capital, Social Capital, Spiritual Capital, and Financial Capital?

e Can they see that the role and purpose of their Financial Capital, their
Quantitative Capital is to grow all four of their Qualitative Capitals,
Human, Intellectual, Social, and Spiritual?

e Can they see that a focus on their Financial Capital alone, as history
teaches, will condemn them to fail to hinder the proverb coming true?

e Can they see that focusing, as their highest purpose and practice, on
growing their Qualitative Capitals supported by growing their Quantitative
Capital is the path to success?

e Can they adopt dynamic preservation of each capital as their purpose going
forward?
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I add that only this awareness and then the consistent persevering develop-
ment and growth of each capital has enabled the families, mine and all those
I have helped and studied, avoid the proverb’s edict.

Great dynamic, conserving, stewarding, stakeholder ownership and its
principles and practices, as consistently and perseveringly applied to all five
Family Capitals (Human, Intellectual, Social, Spiritual, and Financial), by a
family, over multiple generations, as the wonderful book you are about to
read proves irrevocably, lies at the core of families of affinity’s success.

Such strategic owners understand the power of dynamically preserving all
five of their capitals to enable all family members to benefit fully from them.

Each family member finds him or herself positively attracted to the family
and its continued flourishing as each person finds his or her own “self”
growth and flourishing at the core of the family enterprises’ governance and
evolution.

With this awareness of how others are helping them individually, members
much more easily seek to help all the other members achieve their flour-
ishing—as this process unfolds and evolves, all boats rise and the proverb
falls farther away; the “when” of the “shirtsleeves to shirtsleeves” adage falls
farther away.

Thus, the core of the work of a family at every stage of every member’s
life is to learn how to dynamically preserve and thereby grow all of its five
capitals. How to be a dynamic conserving stewarding stakeholder owner of all
five capitals. Why? Because without learning how to do this and then forever
practicing what is learned as each capital’s growth is continuously challenged
by its own risk of entropy the proverb and its description of entropy and the
families’ dissolution must inevitably occur.

In this book are important truths about the nature and practice of strategic
and tactical ownership of all five capitals and at all of the various stages of
life of a family’s members. This book contains two books. First, the why of
ownership is described. As I have noted, dynamic, conserving, stewarding,
stakeholder ownership is at the core of every family of affinity. Second, the
book contains new, practical insights about how to develop these special,
essential owners. It is the first work I have seen that describes developmental
stages with both comment on the challenges faced in each stage and then a
multitude of hands-on approaches so you can map your own family’s work.

I welcome you to the book’s journey and the great vision and wisdom it
contains for your families’ journeys to avoid the proverb and to flourish for
at least seven more generations. My blessings on your journey.
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Thank you to Wendy, Barbara, and Gaia for sharing your vision and
wisdom of what makes a great ownership of a family enterprise.
Namaste

Aspen, Colorado James (Jay) E. Hughes, Jr.
2022



Preface

How are you successfully managing the dynamic preservation of your family
enterprise over generations and thus averting the well-known proverb: “7he
forst generation builds it, the second generation maintains it, the third generation
squanders it?”

As family business owners, consultants, and researchers, we asked this ques-
tion repeatedly to our own families and to our clients. We lived the journey
to becoming owners and understand well the complex nature of this path—
emotionally, relationally, and financially. We were all nervous, intimidated,
and yet also excited and proud to be part of our families’ businesses. One
had been operating for more than a century! Sometimes we struggled to find
our own voices among the older family members, particularly those who had
deep experience in the business. We felt non-operating owners too often had
very limited voices. Our families suffered from the same affliction that our
clients often do—a lack of knowledge and dialogue about ownership. In fact,
this is more common than not. This complex and challenging journey is what
inspired us to write this book.

Unfortunately, very few enterprising families focus on building an owner’s
mindset in their families. They are busy working and growing their enter-
prises—and rightly so. In addition, too often family enterprises prioritize
and value the management role over the ownership role and thus don’t view
it as a critical skill. Finally, many rising generation family members do not
choose the path of ownership; they are simply born into it. Therefore, it’s
not surprising that there is little focus on valuing and building an educated
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owner to steward the family’s assets for future generations. Yet, the impor-
tance of this role is staggering. There is much more at risk than the financial
losses that could arise. The loss of the family itself and relationships within is
our greatest risk and most devastating losses.

As much as we loved writing this book and sharing our experience and
expertise, once we completed it, all three of us realized that we needed
this information decades ago! As in other aspects of life, we learn from our
mistakes more than our successes. After we witnessed our clients’ successes—
and felt their anguishes as well as our own—we concluded that someone
needed to define a better journey to ownership. This book is not only born
out of our education, dedication to continuous growth, and experience. It
also reflects years of working with business families and learning with and
from them how to avoid the same mistakes we witnessed and experienced.

There is no one-size-fits-all model for the path to ownership, but there
are some key principles that provide a guiding light. Our goal in writing
this book is firstly, to advance the claim that ownership is a critical role in
a family enterprise which needs to be intentionally and strategically devel-
oped. Secondly, we want to set out key principles by age and stage of life and
provide practical examples of how development happens both formally and
informally.

We are excited to share the insights we've gained from our evolving
experience with family-owned organizations in building an owner’s mindset.

Vancouver, Canada Wendy Sage-Hayward
Atlanta, USA Gaia Marchisio
Laingsburg, USA Barbara Dartt
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Praise for Own It!

“Throughout the book, Barbara, Gaia and Wendy, have masterfully crafted a
path that empowers families to explore the multi-faceted and complex arena
known as ‘ownership’ — supporting families to envision their own unique
approach to ownership and the development of competent owners within
their desired framework. This will be a cornerstone of every family business
library.”
—Margaret-Jean Mannix, G4 Owner, Chair, Mannix Family
Foundation — Canada

“This forward-thinking book provides practical strategies for learning and
development at all ages and life stages. It refreshingly, uniquely, and success-
fully addresses "how-tos” and “things to watch out for.”

—Monica Walter, Vice President Family Governance and Development, G4
Family Office — USA

“This is the first book I read that gives a spot-on practical toolkit to help
multi-generational business families develop the right ownership mindset.
The Authors’ experience working directly with families all over the world,
combined with their teaching background, make this book an invaluable
resource for every multi-generational business family in the world that want
to develop strong lifelong learning practices. Every member of my family
should get a copy of this book when they turn 18!”

—Edouard Thijssen, CEO & Founder, Trusted Family — Belgium
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“This book provides answers to pertinent questions that I have heard from the
many business-owning families I have networked and worked with over the
last two decades around the world, especially from the perspective of devel-
oping the human capital of the family. Read it, self-reflect on it, and use it as
a group-learning discussion tool!”

—Dr. Johnben Loy., G2 Owner, YPO Certified Forum Facilitator + Family
Therapist — Kuala Lumpur

“The book is not about business, it is about how business learning has a
special place in business families, through each stage of the life cycle. We
see how ownership learning takes place at each stage of children’s develop-
ment, and how organically addressing and teaching ownership early on can
anticipate and prevent difficulty, conflict and lack of preparation later on.”

—Dennis Jaffe, Founder, Wise Counsel Research — USA

“In this excellent book, developed using many relevant theories in a genuine
effort of interdisciplinarity and the experience of many families in the world,
everyone will find ideas and tools useful to catch opportunities and reduce
risks associated with ownership. This process is a long one, and Wendy, Gaia,
and Barbara help us learn how to manage it at different ages.”

—Guido Corbetta, Chair "AIDAF-EY of Family Business Strategy in memory
of Alberto Falck," Universita Bocconi. | Vice President at Wepartner SpA. — Italy

“OWN IT! does a fantastic job communicating the key technical, legal, and
organizational concepts of ownership in the context of the multi-generational
family enterprise (and does so in a way that is comprehensible to family
members that are not well versed in the concepts and language of business).
More importantly, though, [this book] articulates a clear framework with
practical starting points that families and advisers should use in educating
family members at each stage of development, and also identifies common
issues and pitfalls that should be considered and avoided. An invaluable read
for family members and advisers working in the multi-generational family
enterprise space.”

—Thompson Turner, Esq., G5 Owner, Chair of the Advisors Committee of the
Family Council, and Estate Planner — USA
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2 W. Sage-Hayward et al.

We believe youre reading this book because you see family enterprise
ownership as a critical area and one that deserves a comprehensive approach
to development.

We couldn’t agree more.

Family enterprises matter—not only to the families who own them, but
to the communities in which they operate and the broader global economy.
Family-owned firms are foundational to the global economy. Their health and
growth have a large impact on every country’s economic welfare. Consider the
numbers: the top 500 family firms equal the world’s third-largest economy,
employing about 25 million people, with total revenues of almost US$7
trillion.!

And, family ownership development matters, but it is often ignored
especially in earlier stages of succession. Effective owners have a material
impact on the outcomes for their enterprises and, by extension, on the lives
and economies they impact. Since its inception, both family firm theory and
practice have focused on the overlap and interaction between family and busi-
ness as the key to understanding why they are different. Despite the major
contribution that Tagiuri and Davis’ made in 1978 when they added owner-
ship as a third overlapping independent system with their famous 3-circle
model, the field’s attention has been predominantly focused on the business
and family circles, and in particular, on the impact that family management
has on business performance.

Ownership is often overlooked, and here’s why: At the founder stage,
ownership and management are the same. The distinction between these roles
and related responsibilities emerges only in subsequent generations. As family
ownership progresses through various stages, such as founder to sibling part-
nership to cousin consortium and family dynasty, there is growing separation
between management and ownership. However, a strong bias—the desire to
concentrate control in the hands of a few family members who work in the
business—persists. This bias stems from our tendency to over-privilege the
management role. This, combined with the fact that management-level deci-
sions are more frequent and urgent, directs more attention to the business
and away from the owner’s role. The bias toward consolidation of control
in family members working in the business perpetuates the lack of focus on
developing non-operating owners. In addition, it is confusing when the rising
generation is asked to choose if they are “in or out” of the business because

1 EY and University of St. Gallen Global Family Business Index. (n.d.). Retrieved from http://family
businessindex.com/.

2 Gersick, K., Davis, J. A, Hampton, M. M., & Lansberg, 1. (1997). Generation to generation: Life
cycles of the family business. Harvard Business Review Press.
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this limits the option to participate in one type of ownership: operating
owner.

Ownership-related matters are typically complex, highly technical, and
require the support of external advisors such as lawyers, estate planners, CPAs,
and others. Therefore, owners often abdicate these decisions to their expert
advisors who act as their agents, frequently reducing their visibility and influ-
ence especially on critical decisions. Furthermore, ownership-related decisions
are addressed by advisors primarily from a tax planning perspective, especially
during generational transitions, leaving the impression that the owner role
does not necessarily wield critical influence, particularly on the non-operating
owners.

Non-operating owner decisions are often relegated to a few topics related
to creating shareholder agreements, large acquisitions and debt, the sale of
the business, and dealing with prenuptial agreements. These topics are inter-
twined with complicated feelings around money and love, mortality, and
equality, which can lead to difficult conversations, or not having these discus-
sions at all. Although ownership decisions are less frequent, more complex,
and potentially more difficult, they also have deeper, broader, and longer-term
implications than management decisions do.

Undoubtedly, the ownership role in a family enterprise is pivotal. Lans-
berg suggests ownership is “the key to understanding where true power lies in
a family company.”® Ultimately, they can decide where to invest their finan-
cial assets, and whether to keep, grow, or sell the business. Owners provide an
enterprise with overall direction—setting its fundamental purpose and targets
for profitability, risk, growth, and liquidity. An owner’s direction is much like
a helmsman providing continuous adjustment and correction to keep the ship
steering straight.

According to Hughes et al.,* owners have the power to influence successful
long-term wealth preservation when they focus on the growth of their family’s
human, social, intellectual, and spiritual capitals. When owners are successful,
they influence wealth preservation across generations both in the business and
in the family. Conversely, when they are not successful, they destroy not only

financial resources but also facilitate the tragic end of dynasties (Renkert-
Thomas, 2016).

3 Lansberg, 1. (1999). Succeeding generations: Realizing the dream of families in business. Harvard
Business School Press.

4 Hughes Jr., J. E., Massenzio, S. E., & Whitaker, K. (2017). Complete family wealth. John Wiley &
Sons.

5> Renkert-Thomas, A. (2016). Engaged ownership: A guide for owners of family businesses. Wiley.
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In light of this perspective, our goal is twofold. First, we want to bring
more attention to the critical role and function of ownership. Second,
we want to explore how to intentionally develop owners, individually and
collectively, so that they can contribute to family resilience and enterprise
performance. By shaping an owner’s mindset and skillset across all ages and
stages of life, we believe enterprising families can increase the likelihood of
thriving and avoiding disastrous endings.

What is Family Enterprise?

In this book, we intentionally focus on family enterprise ownership, not
family business ownership. A family business consists of operating assets only.
A family enterprise, on the other hand, consists of a variety of assets beyond
the operating business. It may include financial assets such as stock and bond
portfolios and cash, real estate assets of any kind (i.e., commercial, residential,
or industrial), and philanthropic assets such as a family foundation. Family
enterprises often own heirloom assets such as jewelry, art collections, cars, or
a variety of other precious (to the family) material or immaterial items that
hold significant emotional attachment and value. Some real estate, such as a
family cabin or recreational property, may be considered an heirloom asset
for some family members and not others. Family enterprises may also have
deferred assets such as insurance, annuities, and specific types of trusts that are
monetized after passing. Finally, family enterprises have non-financial human
assets consisting of intellectual knowledge, a network of strong relationships
and leadership capabilities, among others.

The Family Enterprise Model in Exhibit 1.1 illustrates a sample of a
family’s assets.®

6 Family Enterprise Asset model based on work by Judi Cunningham. For additional contributions
on the concept of Family Enteprise, see: Davis, J. Family Enteprise. Retrieved from https://johndavis.
com/family-enterprise/; Hamilton, S. (2020). Taking the Long-Term View, Family Office Exchange,
Chicago.
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Exhibit 1.1 The family enterprise model—sample assets

Family
Enterprise

Operating
Business
Assets

Financial Real Estate Heirloom Deferred
Assets Assets Assets Assets

Human

Philanthropy Assets

3 Children —
Different Skills
& Capabilities

OpCot Cash Commercial Family Ski Annuities Private Family
Property Chalet Foundation

Stock Summer Lake i Family
OpCo2 Portfolios Land broperty Life Insurance Communication

OpCo3 Bonds Residen_ﬂa\ Art Collection Decision Making
Properties Capabilities

Industrial

Property Jewelry

Not all family enterprises own every asset class. Some families may own
operating businesses while others have primarily financial and real estate
assets. Each family enterprise is unique in what it owns and manages collec-
tively. This model is useful in helping families understand that being an
owner may extend beyond just the operating business, and often may not
include an operating business at all. When family ownership groups map out
their assets using this framework, it creates a common understanding of what
the family owns, and which assets may be transitioned to future generations.

Focusing On Ownership

Family enterprise owners are family members with an ownership stake
(either current or future) in their family enterprise, which includes more than
just the legal and economic aspects. By law, owning one share defines a share-
holder and its related rewards such as increased stock value, dividends, and
control, manifested in decision-making authority. However, ownership in the
family enterprise context is more complicated than possessing shares that can
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be freely traded on a stock exchange. Aronoff and Ward” suggest that “while
owners are investors in the sense that they have at-risk assets tied up in a busi-

ness, an investor and an effective family business owner are not the same” (p. 6).

They provide us with a much deeper and more meaningful understanding of
ownership in a family enterprise: “ownership, at its best, means stewardship—
protecting and nurturing the family business and preserving it for the benefit of
the next generation of family members and employees, customers, and the commu-

nity. As such, ownership can be a vehicle for adding purpose to ones life; for being
a better parent, spouse, brother or sister, son or daughter, uncle or aunt or cousin;

for enhanced performance as a manager or a strategic decision-maker inside or
outside the business; and for providing an opportunity for service.”

The stake family members have as owners builds on Hughes® concept of a
steward, conservator, and stakeholder owner: “a steward as inberitor is someone
with an obligation to his or her family and to the world at large to responsibly
increase for the good of all, his or her inberitance; a conservator is one who turns
over what he or she inberits and what it grows to be to the next generation of his
or her family in equal or better condition than it was received; a stakeholder is
an active, caring participant, as opposed to a passive, disinterested investor.”

We recognize not all owners are created equal.’ As generations progress,
we often witness the coexistence of different types of owners as follows:

e Operating: An owner-manager or employed owner involved in the day-to-
day operations

e Governing: Full-time overseer not involved in day-to-day operations. For
example, a chair of the board
Involved: Not employed but takes an interest in operations
Investor: Like a passive owner; if satisfied with returns, makes a conscious
decision to retain ownership

e Proud: Not involved or knowledgeable about operations but takes pride in
ownership

o [Luassive: Collects dividends or distributions and makes no effort to
contribute or remain an owner

7 Aronoff, C., & Ward, J. (2016). Family business ownership: How to be an effective shareholder.
Springer.

8 Hughes Jr., J. E. (2007). A reflection of the path of the stakeholder owner: Organizational and
management science. L. 5.

? Aronoff, C., & Ward, ]. (2016). Family business ownership: How to be an effective shareholder.
Springer.
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A shareholder can fall into more than one type. A host of differentiating
19" participation
in governance, involvement in management, expectations, legacy orienta-
tion, and level of expertise distinguish the various owner types. An inclusive
concept of ownership embraces both the typical, more technical aspects
(possession, decision-making, and economic returns) as well as the inspi-
rational pieces (stewardship of legacy, contributing to the community and
world, support of family, caring, and active participation).

A broad definition of ownership includes the trustee and beneficiary roles
related to a trust. A trust is a legal arrangement among three key players: (1)
a grantor (settlor) who transfers the legal ownership to a trust; (2) a trustee
who manages the property in the trust with the decision-making rights; and
(3) beneficiaries who receive distributions from the trust. In the case of trust,
there is a clear separation between who has decision-making power (trustee)
and who receives distributions (beneficiaries). We believe there is great benefit
to developing beneficiaries to be caring, responsible, and active recipients of
the powers they are given (i.e., power of appointment, trustee succession,
removal and replacement).!! When ownership is held directly or as a benefi-
ciary, it can cross the various owner types. If ownership is held as a trustee,
it falls within the operating or governing types (see Exhibit 1.2 Types of
Ownership).

factors such as time, commitment, emotional attachment,

Exhibit 1.2 Types of Ownership
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10 Emotional ownership (EO), a term first coined by Nigel Nicholson, is “a natural state of mind in
a healthy family, but it needs to be nurtured from quite early on and can be easily disturbed by bad
parenting and lack of engagement”.
11 For more information about trust, roles, rights, and responsibilities see Angus, P. (2015). The trustee
primer. A guide for personal trustees.
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Enterprising families who understand that ownership may contribute
to an individual’s life purpose and personal growth, allow the rising gener-
ation to choose the type of ownership to which it aspires. The appreciation
and inclusion of different owner types in a family enterprise fosters greater
alignment and leads to the development of effective shareholders. Some fami-
lies may not know who the future owners will be. This should not be a
barrier to grooming the rising generation of potential owners. Understanding
the nuances of the different owner types enables family enterprise leaders to
create alternative ways to participate and clearly guide individuals who want
to calibrate their level of involvement.

Generally, regardless of ownership type, owners have some common
responsibilities including:

1. Establishing ownership vision and goals: Who are we? Where are we going?
How do we generally want to get there?

2. Creating and electing accountability structures: Who do we want as direc-
tors and advisors? How do we support and integrate family and business
governance? How do we measure success?

3. Identifying ownership targers: What are our profitability, leverage, growth,
dividends, and liquidity goals?

4. Establishing policies defining the relationship among the family, the owners,
and the business:'> What roles do family members play in our enterprise?
How do we compensate family members? What are the employment stan-
dards and practices we want to have for our family? How do we manage
conflicts of interest?

5. Planning for continuity: How do we want to transition leadership and
ownership to the rising generation? How do we select the next leader?
Under what circumstances would we sell the company?

Owners think and act in ways that help all stakeholders in the family enter-
prise evolve toward a collective and shared vision while maintaining strong,
active relationships. To accomplish this effectively, they need to develop a
core base of knowledge and skills'3 across their life span, with progressively
more depth and sophistication at each life stage. Enterprising families may
believe that ownership skills will develop naturally over time or be absorbed

12 See Appendix B for examples of policies.

13 Aronoft, C., & Ward, J. (2016). Family business ownership: How to be an effective shareholder.
Springer. Astrachan, C., Waldkirch, M., Michiels, A., Pieper, T., Bernhard, E, (2019). Professionalizing
the business family. The five pillars of competent, committed and sustainable ownership. Family Firm
Institute Research Report.
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from other owners through osmosis. That is simply not true. Instead, the
complex and dynamic owner role must be planned for and developed through
education, experience, and mentoring, regardless of whether a family member
works for the firm. Ideally, ownership becomes a deliberate choice, not a
random gift with the potential to destroy its recipient.'* In every family’s
continuity timeline, some of the most pivotal moments are when decisions
are made on how to pass ownership down to the rising generation. This deci-
sion involves two important and distinct components of ownership: value
and control. With the help of experienced advisors, families create complex
ownership structures to figure out how value will be shared and who will
have control and decision-making authority. While splitting value among the
rising generation is a common and relatively easier decision to make, figuring
out who will have control is far more challenging. We regularly experience a
bias in families and their advisors toward concentrating control in the hands
of one or a few individuals. This assures unity of command and less impact
on the business if there is shareholder conflict. Marchisio (2020) named these
different options: “We-Family Enterprise” (We-FE) for when both control
and value are shared by owners; and “I-Family Enterprise” (I-FE) for when
control is concentrated in the hands of one family member and value is
distributed among all of the shareholders. We have seen success in both ways
and one option is not necessarily better than the other. However, it is impor-
tant for families to appreciate that if next generation family members share
control, more time and effort to build alignment, communicate perspectives,
and make decisions is required. When properly built, this approach results
in greater engagement, satisfaction, and meaning as the owner team builds
and experiences success together. Being intentional and open in discussing
whether sharing both value and control, and then preparing future owners
for the associated opportunities, is an important step in owner development.

Developing an Owner’s Mindset

While knowledge and skills development are necessary, they are not suffi-
cient to realize the gains from truly effective ownership, especially in the case
of shared control. We advocate for purposefully building an owners mindset
in all owners and prospective owners. A mindset is a set of beliefs, which
drive and shape what we do, how we engage with others, and how we behave

14 Massenzio, S.E., Whitaker, K. & Hughes, J.E., (2012). The cycle of the gifi: Family wealth and
wisdom. (1st ed.). Bloomberg Press.
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in every moment and situation'® (p. 12). A mindset profoundly impacts our
results because it shapes every action we take. Those who attempt to improve
by changing their mindset instead of changing their behavior are four times
more likely to succeed.!® A simple illustration of a family enterprise owner’s
mindset is provided in Exhibit 1.3.

Exhibit 1.3 Family Enterprise Owner’s Mindset
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All owners have a mindset but not all mindsets are created equal. We intro-
duce below the key elements of a family enterprise owners mindset, which
fosters a greater chance in operating and transitioning a family enterprise over
the generations.!”

The following beliefs characterize a family enterprise owner’s mindset
(which we will now refer to as an owner’s mindset):

o Development is a continuous individual and collective process: Development
is not just an individual endeavor, but also a collective process that builds
a family’s human, intellectual, social, financial, and spiritual capitals.'®
It happens at every stage and has no finish line. Developing an owner’s

15 Arbinger Institute. (2016). The outward mindset: Seeing beyond ourselves. Berrett-Koehler Publishers.
16 Boaz, N., & Fox, E. A. (2014). Change leader, change thyself. McKinsey Quarterly, 11.

17 For additional readings about mindsets: Shickler, S., & Waller, J. (2011). The 7 mindsets ro live
your ultimate life. Roswell, GA: Excent; Dweck, C. S. (2008). Mindset: The new psychology of success.
Random House Digital, Inc.; Covey, S. R. (2013). The 7 habits of highly effective people: Powerful

lessons in personal change. Simon and Schuster.

18 Hughes Jr, J. E. (2010). Family wealth: Keeping It in the family (Vol. 34). John Wiley & Sons.
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mindset is a process that can feel slow, and even ineffective at times, in a
family enterprise. Therefore, creating this mindset requires persistence in
order for individual family members and the family as a whole to adapt
successfully to adversity, division, and setbacks.!?

o Ownership requires deep commitment and responsibility. Those with an
owner’s mindset understand this is an important role that requires time
and investment from which they derive personal satisfaction and energy.

o Proactivity is paramount. An owner’s mindset entails being proactive and
resourceful: it involves learning, engaging others, tackling challenges,
and actively taking steps to get things done. Owners take initiative by
anticipating and preparing for future challenges.

o Abundance rather than scarcity. Individuals and organizations have a
worldview as “inherently resource-rich or resource-poor, or somewhere in
between. A scarcity mindset assumes that there are limited, insufficient,
non-renewable resources, and access is always limited, therefore triggering
the fear of “not having enough” and a desire for control. An abundant
mental model views resources and power as shareable assets.”?’ Those
with an owner’s mindset believe that there is always more available, expect
openness and trust, think big, are thankful, and learn from others.

o Win—win solutions. An owner’s mindset is characterized by understanding
the importance of thinking and acting “together” to become linked
as a “we” while becoming differentiated as a collection of “me’s.”?!
These owners intentionally and continuously manage the delicate balance
between individualism and collectivism. This tension assumes critical
importance for families who share economic interests, especially for those
belonging to individualistic cultures.?? But instead of leaning toward one
at the expense of the other, those with an owner’s mindset design creative
solutions resulting in mutually beneficial outcomes.

o Diversity and inclusion matter. Diversity comes in many forms: gender,
race, religion, sexual orientation, age, culture, socioeconomic background,
generation, personality type, intelligences, etc. Decision-making, when

19 Southwick, S. M., Bonanno, G. A., Masten, A. S., Panter-Brick, C., & Yehuda, R. (2014).
Resilience definitions, theory, and challenges: Interdisciplinary perspectives. European Journal of
Psychotraumatology, 5, Article 25, 338.

20 Freebairn-Smith, L. (2010). Abundance and scarcity mental models in leaders (Doctoral dissertation,
Saybrook University).

21 Siegel, D. J. (2010). Mindsight: The new science of personal transformation. Bantam.

22 Jaffe, D. T., & Grubman, J. (2016). Cross cultures: How global families negotiate change across
generations. (1st ed.). Create Space Independent Publishing Platform.
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made with diverse viewpoints, has been shown to increase business objec-
tivity, analytical thinking, innovation, and financial performance.23 In a
family enterprise, transitioning from a single or small group of owners who
operate informally to a larger ownership group with broader views and
greater formality can be anxiety-provoking. Individuals with an owner’s
mindset recognize natural human tendencies to associate with “similar”
people—so they actively seek diverse perspectives, even if this results in
increased formality and governance. In particular, those with an owner’s
mindset embrace people with a variety of intelligences.>* They appreciate
that different brains process information distinctively which adds impor-
tant value to problem-solving and decision-making processes. In short,
they see diversity as a tremendous strength.

Stronger together than apart. Those with an owner’s mindset understand
they cant do it all themselves. More importantly, they don’t want to do
it all themselves. Instead, they are interested in collaborating in work and
decision-making. They value both independence and togetherness?> and
sincerely appreciate being in business with other family members.?® In
his foundational work, Hughes highlights how “the ability of siblings and
cousins to learn to work together is critical to long-term wealth preservation”
(Hughes, 2010: 20). This idea reminds us of the wisdom contained in the
African proverb: “If you want to go fast, go alone; if you want to go far, go
together.” A properly managed, inclusive approach thus kicks off a virtuous
cycle that benefits the enterprise and everyone within it. See Exhibit 1.4
showing the impact of an owner’s mindset.

Exhibit 1.4 Impact of an Owner’s Mindset
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23 Gompers, P, & Kovvali, S. (July-August 2018). The other diversity dividend. Harvard Business
Review.

24 Gardner, H. (1983). Frames of mind: The theory of multiple intelligences. Basic Books.

25 Olson, D. H. (2000). Circumplex model of marital and family systems. Journal of Family Therapy,
22(2), 144-167.

26 Adapted from Arbinger Institute. (2016). The outward mindset: Seeing beyond ourselves. Berrett-
Koehler Publishers.
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These beliefs become powerful because they drive constructive behaviors,
described in Exhibit 1.5.

We're trying to provide a specific, hands-on road map for developing an
owner’s mindset and related skillset. Intentionally shaping an owner’s mindset
across all family members is a complex endeavor and takes time. A mindset
is the result of both nature and nurture, and it is trained, by default or by
design, from an early age. That is why we recommend getting started early.
Even if you don’t know what future ownership structure looks like, it is a
vital “runway” necessary to create effective owners. If those individuals never
become owners of your family business, the beliefs and skills can help them
become successful in any endeavor they undertake.

An important disclaimer: we are not suggesting you impose choices on
minds too young to understand. However, we recommend being intentional
in shaping constructive and purposeful experiences that build attitudes and
capabilities, always leaving the rising generation the option to follow its
unique calling. Think about developing an owner’s mindset as planting and
nurturing the right seeds to “harvest” highly capable future owners, opti-
mizing decision-making for the family enterprise and its stakeholders. And,
remember that ownership development isn't just for younger family members;
it’s for everyone, at any age, as each life stage presents us with new priorities
and challenges to overcome.

Your family should be asking questions such as: “How are we attracting
our family members to want to be owners?” and “Do we foster appreciation
and respect for the individual’s needs and talents while promoting the power
of belonging to the collective?” On some level, family members need to have
had experience of being stronger together than apart. This positive attraction
within families will inspire and encourage the siblings and cousins to devote
their time and energy to building their capacity as owners. Otherwise, why
would they engage in this hard work?
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Exhibit 1.5 Owner’s Mindset Beliefs and Behaviors

BELIEFS

BEHAVIORS

Development is a
continuous individual
and collective process

Ownership requires
deep commitment and
responsibility

Proactivity is paramount

Abundance rather than
scarcity

Win-win solutions

Diversity and inclusion
matter

Stronger together than
apart

Recognize that the individual, family, and
enterprise are always changing so the knowledge,
skills, and mindset required to be an effective
owner will also continuously evolve
Seek to expand competencies at every age
Create learning opportunities for the individual
and the family as a whole
Create initiatives to grow relationships within
and outside the family
Cultivate an appreciation for the family’s legacy as part
of the spiritual capital
Seek to develop passion among all the owners
Cultivate the talents individuals bring to the table
Invite educated perspectives
Design policies in anticipation of possible
challenges
Create plans for possible different scenarios
Seek emotional maturity and invest in its
development
Ensure decision processes include proper notice
and preparation
Share key information before it’s requested
Delegate responsibility to others
Listen to different perspectives
Commit to fair process
Work toward ensuring all boats rise
Celebrate everyone’s success
Focus on what can be given rather than what can
be gained
Seek opportunities, even within challenges
Get to know others well over time
Intentionally develop a deep shared understanding
around four dimensions:
o  How individuals learn
o What work they are called to do
o How they prefer to work
o  How they prefer to communicate

and interact with others
Balance individual, family and enterprise
needs when making decisions
Embrace and engage diversity in professional
calling, personality type, intelligences, race,
sexual orientation, nationality, etc.
Adopt additional formality in governance due to
increased diversity
Foster emotional and social intelligence
Embrace differences to create synergistic teams
Support initiatives that foster motivation and
interest
Minimize comparisons among owner team members

Create engaging and inclusive processes
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Development as a Lifelong Process

We take a broad view of development.?” Family members with an owner’s
mindset treat learning as a lifelong process. They constantly assess their capa-
bilities, improve their awareness, consider their role and responsibilities, and
set goals to maximize their contribution to their family enterprise. A wide
range of activities and experiences contribute to developing owners skillset
and mindset, which can occur at individual and collective family levels. For
example, family members individually take courses, attend conferences, and
complete on-the-job training. Likewise, the family can develop its collective
capacity through focused discussion, workshops, and skill-building activities
to deepen its relationships and advance its capability as a family.

As an ongoing process, development at each stage of life brings new chal-
lenges and therefore requires new thinking and new skills for navigating the
complex journey of family enterprise continuity. Each stage has develop-
mental goals that define the behaviors, skills, knowledge, and experiences for
growing and enhancing an owner’s ability to take on new responsibilities over
time. In each chapter, we offer developmental goals on four levels:

o Individual: This involves increasing self-awareness, forming a healthy iden-
tity, developing talents to achieve goals, as well as building the capacity to
function well in the complex ecosystem of a family enterprise.

e Family: This involves creating a healthy culture in the family that values
togetherness, fosters family values, and cultivates shared responsibility and
collaboration, as well as the ability to resolve conflicts constructively.

o Ouwnership: This focuses on understanding the structures, processes, and
systems that facilitate effective decision- making and stewardship of the
family’s assets, including the non-financial ones. This level is the most
technical of the four levels as it includes understanding shareholder agree-
ments, trusts, ownership roles, risk management, liquidity, and succession,
to name just a few.

o Business: This centers early on a positive attitude toward the business and
basic understanding of the same, followed by more specialized business,
industry, and governance knowledge and capability based on the roles(s)
the owner seeks to have within the firm.

27 Field, J. (2000). Lifelong learning and the new educational order. Trentham Books, Ltd., Westview
House.
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Owners at every life stage can continuously develop competence in each
domain.?® To support that, in the following pages, we provide ownership
development concepts, frameworks, and practical tips in these four domains
across the six specific life stages as depicted in Exhibit 1.6 below.

Exhibit 1.6 Six Stages of Ownership Development

Lifestage
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To help you access the ownership development advice most relevant to
your family situation, our chapters are organized sequentially by the afore-
mentioned life stage. Within each chapter, you'll find development ideas and
tools based on research from fields such as psychology, education, family
systems, leadership, neuroscience, and more. We've also incorporated many
real-life family examples and we are grateful to the families who have provided
written permission for its inclusion.

Family members around the same age will generally benefit from similar
development tactics. However, the overlap between the stage-based ages
reflects fluidity and differences in the pace of growth. Any given family
member may advance earlier or a bit later than others of similar ages, so
please use the ideas here flexibly.

Some concepts and development categories presented in different stage-
focused chapters build upon previous chapters, assuming concepts become
progressively more sophisticated as the stages advance. This “spiral curricu-
lum” approach has proven to work well for multiple kinds of learning.?’

Development is a process that, at times, may feel slow, cumbersome, and
even ineffective. Growth takes place incrementally, often invisibly. Mistakes
and missteps are inevitable. Each represents a new learning opportunity. The
most realistic approach is that the family commit to development and try
not to obsess over exactly how much growth occurs in a given period or seek
perfection. Trust the process, as it will yield greater outcomes over time.

28 Astrachan, C., Waldkirch, M., Michiels, A., Pieper, T., & Bernhard, E (2019). Professionalizing the
business family. The five pillars of competent, committed, and sustainable ownership. Family Firm
Institute Research Report.

29 A spiral curriculum is designed so that key concepts are presented repeatedly throughout the
curriculum, but with deepening layers of complexity, or in different applications. For more on the
spiral curriculum concept see Bruner, J. (1960). The process of education. Harvard University Press.
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Who Will Benefit from This Book

We wrote this book for multiple, related audiences.

Family enterprise owners and prospective owners are the most logical
readers. This includes owners of an operating business or families who
continue to own assets jointly even after the sale of their business. Building
an owner’s mindset relates to members of any generation: elders (typically
more senior family members who have relinquished business, governance,
or ownership roles or will soon), leading (family members currently in
decision-making roles in the business, board, and ownership group), and
rising (members likely to have future decision-making roles).

Non-family executives, independent directors, family office professionals,
and family enterprise advisors will also benefit from learning what makes for
effective ownership. They work closely with enterprising families on issues
ranging from ownership vision to risk management to family employment
and often serve as mentors to the rising generation. The ideas in this book
will help them become more effective collaborators, mentors, and supporters
of individual owners and prospective owners and owner teams.

How to Make the Most of This Book

All ownership skillset and mindset development happens in a context specific
to your family enterprise: family size and dispersion, stage of ownership
(founder, sibling, and cousin), business size and stage (start-up, growth,
and mature), the family’s culture and values, and many other factors. These
will affect development in terms of resources, potential obstacles, where to
get started, and other considerations. We call out contextual factors where
possible in the chapters, but remember the specific situation in your family,
or in one you work with, and how it might affect development. For example,
while one family may own a highly complex global real estate develop-
ment business, another family may own a less intensive residential property
management company with lower risk and complexity. Ownership devel-
opment for these enterprises will look significantly different. We provide
practical how-tos throughout the book to adapt to your specific context. We
advise starting from where you are and not letting your context become a
barrier to starting at all.

We provide ideas and tips for every stage of life. While the material here
has a potential impact across the total life span, starting early with prospec-
tive owners is ideal. Development is a layering process, with each learning
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event building on a base of prior knowledge and learning experiences. When
starting early isn’t possible or hasn’t occurred, dont despair since change is
possible when intentionally pursued. We have observed prospective owner
groups come together effectively as adults, which we address in Chapters 5-8.

Structure of This Book

In this initial chapter, we've explained our motivation for writing this book
and have also provided foundational information about why ownership is
essential, how we define it, the different types of owners, the beliefs behind
an owner’s mindset, and why starting early is so important. In the next six
age-based chapters on ownership development—from Young Child to Later
Adult—we include these sections:

o Opening example: A real-life illustration of ownership development from a
family enterprise.

o The stage and why it matters: Introduction to the life stage and why
ownership development is important within it.

o Central theme: A key, core-distinguishing feature of the stage.

o Development goals: Specific goals for ownership development in the stage
on the individual, family, ownership, and business dimensions.

o How to develop owners: The “How-Tos” of building ownership knowledge
and skills for that stage, as well as who might be involved in implementing
development activities along with a sample development plan.

o Where to start: Simple steps or starting points to consider for ownership
development.

o What to look for: Typical pitfalls of development in that stage.

The final two chapters discuss how to develop the zeam of owners, shifting
the focus to collective development, and where and how to start on ownership
team development.

We encourage you to use the book as a reference and comprehensive guide.
For some, especially those dealing with large, multigenerational family enter-
prises, that may mean reading it cover to cover. Others may wish to learn
about development in a specific stage or cohort. Use it in the way that is best
for you.

We are excited to help guide you on your ownership development journey.
We aim to help you gain real value across ownership dimensions for genera-
tions to come.
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Zak and Zoe—Young Child Stage

Meet Zak and Zoe, two composite example future family business owners.
To set the stage, both are in elementary school and come from families that
own agricultural businesses—grape production. Zoe’s family business focuses
on winemaking and is larger than Zak’s, with about $50 million in annual
revenues. There are eleven members in Zoe’s generation, the grandchildren of
the founders. Alongside their business, the family runs a private foundation
that donates mainly to hospitals and other organizations focused on children’s
health and well-being,.

ZaK’s family and business are smaller: Zak and his cousin are the only two
third-generation members. The family’s farming operation brings in about $5
million in annual revenues, and they sell their grapes for producing jam and
other food products only. The founding generation was against winemaking
due to a history of alcoholism. Protecting the family was more important than
profitability. The family also owns a bed-and-breakfast and some undeveloped
commercial real estate near their farmland. They donate to charitable causes
but not through a private foundation.

Zak and Zoe will help illustrate some of the stage-related challenges
and opportunities that a proactive approach to ownership development can
address, throughout the book.

This chapter explains how to develop the youngest potential owners—
those up to about 12 years old in a family enterprise. We present an
ownership development perspective from a real-life family, describe why this
stage matters, present specific development goals for the stage, discuss prac-
tical steps to take toward development, then help you think about where to
start, and potential pitfalls to watch out for in this stage.

Start Early: A Father’s Perspective

“Start as early as you can.”

This is the guiding principle for Riley Senft, a Family Director of Canada-
based Tricor Pacific Capital.

At the time, his four children ranged in age from 6 months to 6 years,
so he’s trying to take his advice to heart, motivated by his early experience.
“We never really spoke about money growing up because Mom thought we
shouldn’t. But Dad’s dad talked to him about business all of the time which
got my dad involved early teaching us about it. That way, it wasn’t this big
mysterious thing we learned about when we were older.”
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Though Riley’s parents started the family business after his childhood, he
recognizes how vital ownership development is in early life. “Some things you
learn at school—reading, writing, and math—and some from your family,
like how to read a financial statement if it’s a business family,” he says. “But
you have to make it relevant to the kid’s life, so there’s a connection to some-
thing they understand.” For example, Riley has been teaching his 6-year-old
son Connor about the value and meaning of money. “Connor loves money,”
he says, “and recently he went to the golf course for lessons and earned
‘Bighorn Bucks’ which he can redeem for things like ice cream at the club-
house.” Connor quickly learned that giving up money for things he wanted
meant less money in hand. “He wanted another golf lesson so he could earn
more bucks to get more ice cream. However, when it came time to pay, he
did not want to give up his money—so he thought for a moment and asked
his grandma to buy it for him instead! Smart kid!”

The family reinforced the lesson that it is important to think carefully
about how to spend your money. They also helped Connor find opportuni-
ties to make money at home and encouraged him to share with his younger
siblings. For example, Connor had an opportunity to earn some money by
participating in a health survey at their local hospital. Afterward, when he
went to the store to buy a toy, his father asked him to buy something for
his younger sister too. “He ended up spending about half of what he earned,
so he was happy to get back ‘more money’ (in change) while still getting
something for his sister!”

In this way, the family has helped Connor think about and make decisions
related to money more consciously while encouraging the idea of sharing
within the family. These are critical skills for future owners.

The Young Child Stage (Age 0 to 12) and Why It
Matters

As Riley suggests, it’s never too early to start thinking about development.
The basic building blocks of good ownership are established in these youngest
childhood years. So, our first stage of ownership development involves
children—from infancy up to about 12 years old.

Of course, how to develop ownership skills at this stage will differ signif-
icantly from development for older family members. Although this isnt a
parenting book, in these early stages, there is indeed overlap as building
a family enterprise owner’s mindset requires intentionally promoting and
supporting the emotional, social, and intellectual development of a child.
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These are the most critical years to form a positive image around family ties,
business, and wealth because young people will carry this emotional connec-
tion into their adult years, often at an unconscious level. Here are several
reasons this earliest owner-development stage is critical:

o High receptivity of the brain at this stage: Our brain is shaped by interper-
sonal relationships at the earliest stages of life.! That means early periods of
development lay the foundation for life and that our brain is more receptive
to key development activities during this stage.

o Opportunity to create a foundation for success: Most family firms do not
make it through multiple generations.? Research has shown that over half
of transition failures are caused by breakdowns in communication and
trust.” Poor development of the rising generation on both family and
ownership dimensions is a core source of these dissolutions, including what
happens in the earliest years.

o It is a time of significant influence: Family business members talk about
how their childhood experiences influence their later involvement (or lack
of) with their family’s enterprise. Therefore, it’s critical to act with aware-
ness and intentionality around children, especially regarding family values
and attitudes you share about the enterprise. Later in the chapter, we
discuss providing children with exposure to the enterprise without setting
expectations for their future involvement.

o Iz sets the stage for strong sibling and cousin relationships: Sibling and cousin
rivalries are very real phenomena that can threaten the well-being of any
family and enterprise in the future. Comparison and competition among
siblings are natural and form in their earliest years as they compete for
scarce family resources, time, and attention. Each child adopts a unique
role, personal style, and identity in a family (e.g., one is funny, one
is athletic, one is smart and serious, etc.). Parents may unknowingly
contribute to such rivalries by overtly comparing children or encouraging
competition. Research shows that adult sibling relationships are more posi-
tive when parents did not favor one sibling over another during childhood,

1 Siegel, D. J. (2015). The developing mind: How relationships and the brain interact to shape who we
are (2nd ed.). The Guilford Press.

2See for example Jaffe, D. (2019, January 28). The Shirtsleeves-to-shirtsleeves curse: How family
wealth can survive it. https:/[www.forbes.com/sites/dennisjaffe/2019/01/28/the-shirtsleeves-to-shirtslee
ves-curse-how-family-wealth-can-survive-it/#2a4994¢46c8d.

3 Williams, R., & Preisser, V. (2010). Preparing heirs: 5 steps to a successful transition of family wealth
and values. Robert Reed.


https://www.forbes.com/sites/dennisjaffe/2019/01/28/the-shirtsleeves-to-shirtsleeves-curse-how-family-wealth-can-survive-it/#2a4994e46c8d

2 Starting a Family Enterprise Owner’s Mindset Early 23

but rather celebrated diversity.* This is a time to help your children under-
stand that while time is a finite resource, parents’ love is not, and they
shouldnt be fighting for that love. Focusing on ownership development,
particularly at the individual and family level, can set a strong and posi-
tive foundation for these relationships and appreciation for the value of
“stronger together” as a family. Be mindful that they will observe and learn
consciously or unconsciously based on how you talk and relate to siblings,
cousins, and your own parents.

It may be counterintuitive, but childhood is a critical time to think about
the development of a family enterprise owner’s mindset. Even the simplest
communication of values has profound, far-reaching effects on prospective
owners. Intentional development of a healthy owner’s mindset has the best
potential outcome if started in childhood. Creating positive early experiences
and memories matters most.

Central Theme: The Importance of Diversity
and Inclusion

The earliest stage of ownership development is a prime opportunity to focus
on issues related to diversity and inclusion. Shifting norms about race, family,
marriage, parenthood, sexuality, and gender have created wide variation in
the definition of family and how people of all ages identify themselves and
wish to be identified. Increasingly, children are being raised in single-parent,
blended, and other family types.’

These trends mean that families with young children will likely face more
complex social issues than their past-generation counterparts did. Devel-
oping skills and comfort in embracing diversity and inclusion will cause more
engaged, capable family members—many of whom are potential owners.

Further, family relationships are some of the longest and most impactful
in individuals’ lives. Allowing early opinions and family prejudices to color
beliefs about future co-owners’ competencies makes joint ownership chal-
lenging. The more accepting you can be, the more likely you will end up
with an aligned, effective owner group. Diversity is a strength, not something

4 Boll, T., Ferring, D., & Filipp, S.-H. (2003). Perceived parental differential treatment in middle
adulthood: Curvilinear relations with individuals’ experienced relationship quality to sibling and
parents. Journal of Family Psychology, 17 (4), 472—487. https://doi.org/10.1037/0893-3200.17.4.472.
5> For more statistics on the shifting nature of American families, see Pew Research Center. (2020,
May 30). 1. The American family today. Pew Research Center’s Social & Demographic Trends Project.
https://www.pewsocialtrends.org/2015/12/17/1-the-american-family-today/.
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to fear or avoid. This is one of the core tenets of the family enterprise owner’s
mindset.

Looking into a family’s future, diversity is real. Think about who in the
family may become an owner one day. Many families allow shares to pass
only to lineal descendants or have shareholder agreements which stipulate
that stepchildren cannot be shareholders. We are not suggesting that every
family member should be considered a potential owner in every circum-
stance, but rather that families must navigate inclusion issues with care, to
ensure everyone feels valued, no matter their future ownership prospects.
Indeed, supporting a culture that promotes or condones significant exclu-
sion can tear at the fabric of the family, impede supporting the development
of the youngest generation, and ultimately harm the enterprise. Increasing
research shows the value of diversity, in general, so failing to support it can
be counterproductive.

Development Goals

Developmental goals identify the knowledge, skills, and experiences that indi-
viduals need to build a family enterprise owner’s mindset over every stage of
life. In each chapter, we present general development goals relevant to age and
maturity, organized by the four main development dimensions: individual,
family, ownership, business. This box explains the different mindsets during
each stage of life.

6 For example, diversity has been shown to improve group creativity and discipline; see Phillips, K.
(2014, October 01). How diversity makes us smarter. https://www.scientificamerican.com/article/how-
diversity-makes-us-smarter/.
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Exhibit 2.1 Owner’s Mindset: Development Goals for Young Children

2 Starting a Family Enterprise Owner’s Mindset Early

OWNER’S MINDSET: DEVELOPMENT GOALS FOR YOUNG CHILDREN
AREA DEVELOPMENTAL GOALS
Promote a healthy sense of individuality, especially on these
dimensions:
*  Self-esteem and confidence: Feeling assurance in one’s own worth and
- abilities.
E;) * Trust: Being able to count on others for care and support.
S * Curiosity: A desire to learn, explore, and discover.
E * Independence: A sense that one can accomplish things without help from
= others; a growing sense of capability in areas like self-care and learning.
* Delayed gratification: Ability to wait to receive a reward later.
* Boundaries: Understanding and respecting our own needs, and being
respectful and understanding of the needs of others.
Promote strong sense of belonging to a larger family with an
appreciation for its history:
= » Aim for positive family experiences that helps the child get a sense of
% “together we are stronger” and “we have fun.”
= * Help them understand who family members are and how everyone is
related. Simple things like stories about family members living your
values have great impact.
Promote basic understanding of the responsibilities of being an owner
& (of anything):
E * Importance of taking care of what one owns, such as treating toys and
= books with respect.
z * Value of giving back to community (such as through early volunteer
© experiences).
* Learning what money is and how to save and spend wisely
Promote a positive feeling about the business and its contribution to
. the family and global/local community:
2 E * A basic understanding of the business and industry, especially for older
Z é children in this stage.
5 Z * A positive association with the business. Ideally, kids will see the business
as “where special things happen,” rather than as a major stressor or “the
place that takes my parents away.”

How-Tos

25

This section presents tips for creating a family enterprise owner’s mindset
in young children, members of the rising generation. We emphasize being
intentional in promoting ownership development at this earliest stage while
being careful not to “pile on too much.” This often means exposing enter-
prise elements without creating any specific expectations or requirements for

involvement in the future. We hope children will gain an appreciation of

different aspects of their family enterprise—including the business, gover-
nance, philanthropy, and others—without being made to feel obliged to take
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on any particular role in the future. For best results, we suggest emphasizing
broad involvement rather than a predestined fate.

In 1968, a Senegalese forestry engineer, Baba Dioum, made a compelling
statement concerning natural resources management, which applies to enter-
prising families: “1n the end we will conserve only what we love, we will love only
what we understand, and we will understand only what we are taught.” This is
the time where you have the opportunity to set up “love and understanding”
in a sustainable way which sets the stage for reaping the benefits for decades.
Use the following ideas to think about what may work best for the younger
members of your family, based on the resources and time available.

o Help them know your family and all members. “You can only love what you
know” is a maxim that many family enterprises hold dear. While family
members in the same household have many opportunities to spend time
together, more effort may be required with larger extended families. Fami-
lies can create a “Guess Who” board game with family pictures and clues so
kids can get to know relatives they may not see often. Santiago Perry, Pres-
ident of the Family Council of the Group Espinoza, in Colombia, shared
a creative, fun, and effective tool. His family professionally designed their
“family trading cards” booklet, similar to those popular in sports. First,
they distributed a few copies among different generations of the multiple
branches. Then they got together to trade cards. The gathering became a
great opportunity to talk about the people pictured, and make sure people
met the “players” behind the cards, creating great bonding experiences
across generations.

o Develop an appreciation for the family enterprise and the time magnet it is. Sit
down early on when emotions are positive to recognize the time demands
of running your own business. If you are an owner-operator, acknowledge
that your responsibilities will most likely stretch beyond “regular” business
hours. Talk through to find solutions that work for your family. Keep this
conversation open as the business grows and evolves, so you continue to be
thoughtful about how time is being used in your family. But also decide,
with the kids’ help, which events are most important to attend. Once chil-
dren reach around eight to ten years of age, they can certainly help you
decide—start by asking them! Some specific actions for mitigating the time
magnet include:

— Have regular conversations with your significant other. This will help
you understand whether the lack of presence is an issue, which is a
sentiment that can easily but inadvertently be passed along to your

children.
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— Set aside protected time for family activities. Agree on the time each
week you will protect as “family time” (e.g., dinner together three
nights per week). Make this commitment immovable and recognize the
occasional one that may be missed.

— Strive to accommodate each other’s needs. Each person has unique wants
and needs in a relationship and a family. Seek to appreciate, and meet
those needs balanced with the time required to operate and grow your
enterprise.

— Manage feelings of guilt. Operating owners often feel a sense of shame
and guilt about not being home more with their families. These feel-
ings may lead them to compensate in less constructive ways, such as
overspending on gifts or not setting healthy boundaries.

o Identify and promote values. So much of development in children is about
understanding and appreciating values. This is important for family enter-
prise members as their values will eventually influence how they steward
the enterprise for other shareholders, employees, customers, suppliers, and
the broader community. Values begin at home and form early. There
may be different interpretations of the communal values held by the
nuclear families that are part of that larger family unit. In a multigen-
erational family enterprise, it’s essential for all members of the broader
family to define their shared common values and to discuss how families
representing different branches might guide their kids, so it is consistent
with these values. Respecting diverse viewpoints and experiences when
convening to define how family and future owners will interact is crit-
ical to building a strong team of future owners. To transmit values within
his nuclear family, a senior family business leader consistently provided
the rising generation with a full range of experiences from an early age:
doing chores (though hired help could have filled that role), volunteering
(serving food at homeless shelters), and going camping with zero amenities
(the kids had to set up tents, cook, and clean the dishes). The children,
now adults, relate how those early experiences helped them gain critical
values, including empathy, compassion, resourcefulness, appreciation, and
perseverance, while teaching them to not take things for granted. There
are other ways to transmit values, including helpful tools and exercises in
books like Mitzi Perdue’s How to Communicate Values to Children So Theyll
Love It.” To transmit values, senior generations must understand zheir own
values. We have found the Family Enterprise Values Exercise in Exhibit 2.2

7 Perdue, M. (2017). How to communicate values to children so theyll love it (2nd ed.). CreateSpace.
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useful in our work with family enterprises for helping members of all ages
understand and consciously promote their values.

Exhibit 2.2 Family Enterprise Values Exercise

FAMILY ENTERPRISE VALUES EXERCISE
Family members can review a list of fifty values (below) and identify the ten that best define
their family today. Values can be added to the list as needed. After they choose their top ten,
they are asked to choose five that should be a priority for the family, and to share both lists
(top ten and top five) with other family members while identifying overlapping themes,
patterns, and surprises. The family can also discuss whether its members want to identify
specific aspirational values for the future. Recognizing and talking about these values in
action will help the youngest family members learn, appreciate, and live them.

LIST OF VALUES:

Adaptability Fairness Power
Aggressiveness Family Principled
Authority Forgiveness Professionalism
Autonomy Friendship Prosperity
Caring Fun Quality
Caution Hard work Rationality
Challenge Harmony Recognition
Change Honesty Respect
Community Humor Security
Competition Independence Self-control
Consensus Innovation Stability
Courage Knowledge Teamwork
Creativity Merit Tolerance
Democracy Nature Tradition
Diplomacy Obedience Transparency
Equality Peace
Experimentation Perseverance

o Share family stories: Family stories are a powerful way to illustrate family
values related to the business and other areas. Narratives passed down over
generations or the story of something that just happened can reinforce
family values while bonding members with a shared understanding of the
past, present, and future. Research has shown that knowing key details
of their family history is correlated with children’s well-being, resilience,
and other positive outcomes.® The twenty “Do You Know Questions”
Box provides a set of questions for families to explore their family and
enterprise history with the rising generation. Some families professionally

8 See Duke, M. P, Lazarus, A., & Fivush, R. (2008). Knowledge of family history as a clinically
useful index of psychological well-being and prognosis: A brief report. Psychotherapy Theory, Research,
Practice, Training, 45, 268-272.
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develop their own children’s book (or book series) based on the history of
the founders and their business-related adventures illustrating family values
and culture across generations. This approach is particularly effective for
imparting family values to children from large multigenerational families.

“Do YOou KNOW?” QUESTIONS

When children in late elementary school and older can answer yes to more of the items
below, it has been shown to correlate with positive outcomes in later life. It’s not just the
knowledge itself, but the process of emphasizing such information and sharing it across
generations that helps explain the association. Use the list as inspiration to share more family
stories at dinner, reunions, and other times.
Do you know how your parents met?
Do you know where your mother grew up?
Do you know where your father grew up?
Do you know where some of your grandparents grew up?
Do you know where some of your grandparents met?
Do you know where your parents were married?
Do you know some of the major events that occurred around the time you were born?
Do you know some the major events that occurred around the time your
brothers or sisters were being born?
9. Do you know the source of your name?
10. Do you know which person in your family you look most like?
11. Do you know which person in the family you act most like?
12. Do you know some of the illnesses and injuries that your parents experienced

when they were younger?
13. Do you know some of the lessons that your parents learned from

good or bad experiences?
14. Do you know some things that happened to your mom or dad when they

were in school?
15. Do you know the national background of your family (such as Japanese,

Irish, Canadian, etc.)?
16. Do you know some of the jobs that your parents had when they were young?
17. Do you know some awards that your parents received when they were young?
18. Do you know the names of the schools that your mom went to?
19. Do you know the names of the schools that your dad went to?
20. Do you know any funny or interesting stories about your parent’s life

together especially early in their relationship?

HERE ARE SOME QUESTIONS TO CONSIDER SPECIFIC TO FAMILY ENTERPRISE:

1. Do you know who founded the business?
2. Do you know how it all started?
3. Do you know why the founder (dad or mom or grandparents) started the business?
4. Do you know what the company does?
5. Do you know why it is important to be in business together?
6. Do you know who works in the business?
7
8
9.
1

PXNANR WD =

Do you know who owns the business?
Do you know what customers the business serves?
Do you know the benefits of having a business?
0. Do you know some lessons that your family learned by working together?

o Foster healthy emotional development while respecting childrens natural
temperament: Talking about emotions, helping children understand their
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own feelings and the impact of these, and facilitating their ability to express
emotion without harming others are key goals.” Many adults struggle with
emotional expression too. Any approach to emotional development should
account for the child’s temperament. Temperaments are set early in life
from how much individuals enjoy problem-solving to how quickly they
become irritated. Try not to take a “one-size-fits-all” approach. Rather,
tailor approaches to each child’s temperament and style, such as not
overburdening a kid who struggles with patience.

o Find the right level of involvement for each young family member. Not every
potential future owner may be interested in or capable of playing a hands-
on role in the business, its governance, or elsewhere in the future. However,
all rising members will benefit from an effort by others to understand their
unique interests, and the opportunity to participate in the enterprise, if
even at simpler or symbolic levels. So, when in doubt, promote acceptance
and inclusion over rejection and exclusion.

o Build a healthy relationship with money. Many family enterprises struggle
with money-related matters. Children benefit from gaining a basic under-
standing of how to use money from an early age (see Promote financial
literacy bullet below) and developing a healthy attitude toward money,
including how to comfortably talk about it. This process involves parents
first understanding their own relationship with money, and passing along
related values, ideally through discussions, exercises, games, and modeling
behavior around money. A key resource of learning for children is
observing how adults act around money. It is also important to help
children understand how difficult it can be to make money—that is, to
highlight the link between hard work and financial reward. That’s espe-
cially important in a family enterprise, where children often experience the
rewards of financial success without understanding the effort that goes into
it.!9 The chapter’s opening example of Connor, a 6-year-old family enter-
prise member, provides a great illustration of fostering healthy relationships
with money. Resources for younger children with important money-related
lessons are listed in Exhibit 2.3.

? Psychotherapist Michael Gurian’s books are especially relevant to emotional development in children,
including Gurian, M. (2017a). Saving our sons: A new path for raising healthy and resilient boys. Gurian
Institute. Gurian, M. (2017b). The minds of girls: A new path for raising healthy, resilient, and successful
women. Gurian Institute.

10 For more on teaching children about money, see Peck, S. J. (2007). Money and meaning: New
ways to have conversations about money with your clients—A guide for therapists, coaches, and other
professionals (1st ed.). Wiley.
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Exhibit 2.3 Resources for Money-Related Lessons

RESOURCES FOR MONEY-RELATED LESSONS

Several movies, books, board games and apps are listed below that convey lessons and

values related to money and can be discussed with kids who are part of family enterprise.
MOVIES

+  Toy Story 2 (importance of relationships and loyalty over fame and money)

*  Charlie and the Chocolate Factory (importance of honesty)

*  Aladdin (being true to oneself, regardless of economic background)

e The Frog Princess (saving to accomplish your dream)

e Beauty and the Beast (importance of giving back)
FAIRY TALES AND CHILDREN’S BOOKS

e The Milkmaid and Her Pail by R.F. Gilmor (not counting on money you don’t have)

e The Grasshopper and the Ants by J. Pinkney (importance of hard work)

e The Goose who Laid the Golden Eggs by V. Mastro & A. Wells (the cost of greed)

*  Bunny Money by R. Wells (pitfalls of not looking after your money)

*  Lemonade in Winter by E. Jenkin & B. Karas (a parable about persistence)

*  The Go-Around Dollar by J. Adams (explains symbols and numbers on a dollar bill)
BOARD GAMES

+ Cashflow for Kids

* The Allowance Game

*  Money Bags — A Crazy Coin Counting Game

»  Exact Change Monopoly
KIDS APPS (available at the time)

» PiggyBot (6-8 years)

* Renegade Buggies (6-11 years)

¢ Savings Spree (7+ years)

¢ PennyOwl Allowance (8-12 years)

The box “Zak Learns to Value Money” presents a story about the rising young
owner from the chapter’s opening.

ZAK LEARNS TO VALUE MONEY

An avid hockey fan, 10-year-old Zak wanted a “professional” hockey stick. But Geoff, his
dad, was concerned about letting Zak have such an expensive piece of sports equipment
without earning it. So, he struck a deal with his son: Zak would work several hours every
Saturday picking weeds at the farm, sweeping up, and doing other odd jobs. He would earn
$7 per hour for his work and place 20 percent of what he earned into his savings account. “If
you work six Saturdays in a row,” Geoff said, “you’ll earn enough for a hockey stick of your
choice.” Naturally, Zak wanted to earn money, so he eagerly took on the work. Of course,
there were Saturdays when he would have much preferred to play with friends, but the
thought of buying the hockey stick kept him focused. After putting in the hard work needed,
Zak bought his dream stick and showed it off to his friends on the ice. “I earned all the
money for it!” he told them proudly. Zak even slept with the stick propped by his bed every
night, a reminder of the value of hard work and saving for something you want.
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o Promote financial literacy. Helping children gain basic financial literacy
early on is critical. For younger children, that means recognizing the
value of money and its relation to survival and well-being. Older chil-
dren in this stage may understand more abstract financial concepts, such
as how invested money earns a return over time. At this level of matu-
rity, we want children to be comfortable with the idea of spending some
money on themselves, saving some for the future, and spending money
on others (whether for gifts or philanthropy). Resources such as Joline
Godlfrey’s Raising Financially Fit Kids and Paul Lermitte’s book series called
Allowances, Dollars ¢ Sense can help promote early financial literacy.

o Involve them in giving back. In many families, children witness their family’s
values through their contributions to the community.!! Take your children
to charitable and other community activities, including volunteer work and
fundraising efforts that expose them to invaluable learning opportunities.
For example, a family in the manufacturing industry regularly involves its
youngest members in activities such as breast cancer walks and making
items (bracelets and keychains) to sell at the annual family barbecue to raise
money for specific causes. Afterward, they celebrate and discuss the impor-
tance of giving back. Remember: giving some of their time and talent,
more than just money, is particularly impactful in this early stage.

o Promote ownership literacy. Don’t expect children to understand the full
implications and complexity of ownership. However, kids can gain a
basic understanding of what it means to own shares in a family enter-
prise. Beyond discussing ownership responsibilities with younger family
members, you can expose them to specific terms related to ownership using
a brief dictionary or glossary, as explained in the box “Create a Kids’ List of
Ownership Terms.” You can find a comprehensive list of ownership words
in Appendix A: Glossary of Terms. Remember to make it as fun and playful

as possible.

11 Lieber, R. (2015). The opposite of spoiled: Raising kids who are grounded, generous, and smart abour
money. Harper Collins.
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SAMPLE KiID’S LIST OF OWNERSHIP TERMS

Create a list of ownership-related terms to help children understand ownership better at their

age level. The list below could be taught to kids from about ages 5 to 10.

¢ Business — The act of making, buying, and selling things or services that people want,
or a place where goods and services are exchanged for money.

e Owner — A person or group that has something that belongs to them, whether a stuffed
animal, toy, book, or business, and they take good care of it.

¢ Philanthropy — An idea, event, or action that is done to help the world, usually
involving the donation of something such as money, talent, or time volunteered for a
charity or research.

¢ Stewardship — Caring for something you value over time, such as a pet or special item
like a baseball from a championship game.

*  Values — What matters to a person in life such as “family,” “respect,” and “honesty.”

e Vision — The dream of what the family would like to achieve or accomplish in the future
which will help them understand what they have to do now in order to achieve their
dream.

2

o Foster a simple understanding of entrepreneurship. Entrepreneurship is a core
value and activity in a family enterprise, so aim to expose young children
to the concept of “being entrepreneurial” rather than pushing a dictionary
definition of “entrepreneur,” which can be difficult for kids to understand.
Stimulate them to see opportunities when they play, encourage them to
figure out alternative solutions when something doesnt work, and seek
alternative routes. Consider explaining the concept in a kid-friendly way, as
we suggest in the box “Explain Entrepreneurship in a Kid-Friendly Way.”

ENTREPRENEURSHIP IN A KID-FRIENDLY WAY

Here are some child-friendly ways to describe the kind of people entrepreneurs are.
1. Entrepreneurs set out to build something they are excited about and put all their
heart and soul into making it work.
They dream big and see opportunities others cannot see.
They really listen to their customers.
They are passionate—and some might say to an extreme—with their work.
Before they succeed, they fail, a lot.
They are curious about everything and ask questions.

Sk w

You can also simulate a small business with kids to help them under-
stand the financial side of business-building. For example, Santiago Perry
and his family organized an experience for their next generation members
ages 6 to 12. With the help of a Professor, they designed a game to simulate
an actual “start-up” to bake and sell cookies.

They got a loan from a designated “banker” (the Professor himself), who
explained that they were receiving money to start their venture, but they
had to return the whole amount plus an additional fee for the “cost of
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having the money available” (“interest”). The young cousins understood
it and started working with great enthusiasm. They used these funds to
plan their bakery which included buying ingredients, making cookies, and
selling them at a prime location. They had great fun working together,
exploring their talents, and successfully managed to sell all of their cookies.
As they were celebrating their profits, “the Banker” reminded them of their
agreement and claimed his part. Although originally they all agreed to
give back the money borrowed with interest, once in action, some of the
younger children didn’t understand why they had to pay their “banker”
back. They were disappointed seeing the fruits of their labor given away.
Understanding the concept of borrowing became a new topic of discus-
sion, judgment-free, in the family and a memorable learning experience.
This example demonstrates the power of explaining concepts by creating
real-world opportunities to guarantee the lesson shall not be forgotten.
Books and other resources focused on entrepreneurship can also be helpful,
such as Entrepreneurs in Every Generation by Allan Cohen and Pramodita
Sharma, as long as you can make it age-appropriate.'?

o Expose the rising generation to your business. Aim to foster an appreciation of
your family enterprise and what it brings to your family, employee families,
and the community. This might include high-level activities such as tours
of business facilities, informal interactions with managers and employees at
events (e.g., holiday parties and summer BBQ)s), and passing along stories
of how the business came to be. Make sure to create positive and fun
experiences connected to the business, as those feelings (or lack of) will
stay with the kids for a very long time. Depending on other members’
involvement, it might be more challenging to expose children to the busi-
ness, above all in companies that have reached later stages. For example,
a large agribusiness family had almost no family employees by the time
the fourth generation arrived. So, family leaders developed a program to
give the younger generation a taste of what the business does, including
having older children raise livestock. Children in this stage are too young
for formal internships, but having them do small things such as picking
grapes, cleaning up a development site, or photocopying papers for the
business from an early age can help fulfill our “exposure without expecta-
tion” principle and give them a sense of pride in contributing to the family.
Finally, make sure they do not associate working in the business with
any sort of punishment, like going to unload trucks of materials because
grades are bad. Be intentional in the connections you want to create; so,

12 Cohen A. & Sharma, P. (2016). Entreprencurs in every generation: How successful family businesses
develop their next leaders (1st ed.). Berrett-Koehler.
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rather frame, for example, the work in the warehouse as the opportunity
to appreciate the discipline and the hard work needed in those areas.

o Involve them in family governance. While children cannot contribute much
to family governance, they can still attend family meetings and partici-
pate in personal updates, family stories, discussions of charitable activities,
or short games about the family enterprise. Many families provide expo-
sure by having the kids attend meetings for brief periods and then go off
to enjoy a fun time together. Building bonds through fun and enjoying
each other’s company is among the most important goals at this stage.
This fosters a sense of the family’s culture, such as showing up regularly
to meetings, and promotes a positive association with the enterprise and a
sense of belonging.

o Build family-wide relationships. The quality of relationships children have
with their parents and extended family is critical for their future relation-
ships with each other as owners. Look for structured but informal ways
to promote bonds among family members. Many families hold regular
reunions, whether in their hometown or a fun destination. Grandparent
camps with all grandkids ages 5 to 12 on annual vacations are powerful
experiences. Events like these provide quality time and help build connec-
tions within and across generations, hopefully contributing to the ability
to work better together later in life. To create bonding opportunities, some
families also come up with some special names for the gathering of grand-
parents and grandchildren, like “Oldies and Youngies.” Each family culture
will have its own style.

o Promote healthy self -confidence. It is important to promote self-confidence
and self-esteem in children. Instilling confidence will serve them not only
as owners but across life domains. For example, treating children’s ideas
and contributions as important is a must. Ask their opinions. Validate
their intuition when accurate, even when they may raise difficult conver-
sations. Listen to what they say. Explain your actions when appropriate.
People in general, and especially children, become their best selves within
such positive environments. As evidence, note that the opposite of valuing
children’s contributions—overcontrolling parenting, often called helicopter
parenting—during the toddler years results in children less able to manage
their emotions between ages 5 and 10.!% Promoting self-confidence also
means being aware of and addressing challenges such as “Black Hole
Syndrome,” where the founder’s vision, ideas, or personality can engulf

13 Perry, N. B., Dollar, J. M., Calkins, S. D., Keane, S. P, & Shanahan, L. (2018). Childhood
self-regulation as a mechanism through which early over controlling parenting is associated with
adjustment in preadolescence. Developmental Psychology, 54 (8), 1542-1554.
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the needs and interests of other family members. You also don’t want to
place unrealistic expectations on children, such as preparing them for the
Ivy League admissions process well before they enroll in high school.'# In
short, helping children gain perspective, capabilities, and confidence is the
most critical priority in this stage.

Sample Development Plan: Young Child

We present a sample development plan for Zoe, our family enterprise owner
from the opening.

Scenario: Zoe is now a third-grade student attending a French immersion
elementary school. She plays electric guitar and loves a variety of sports,
including soccer, swimming, and volleyball. She recently underwent psycho-
educational testing based on her school’s recommendation. She ranked in the
95% percentile for intelligence but also displayed some borderline attention
issues. Zoe's family created the development plan for her (Exhibit 2.4) with the
goals and ideas in this chapter in mind.

14 Hughes Jr., J. E., Massenzio, S. E., & Whitaker, K. (2014). The wvoice of the rising generation:
Family wealth and wisdom (Bloomberg) (Ist ed.). Wiley.
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Exhibit 2.4 Owner’s Mindset: Sample Development Plan for a Young
Child (Zoe)

SAMPLE DEVELOPMENT PLAN FOR A YOUNG CHILD (ZOE)
AREA DEVELOPMENTAL ACTIVITIES
«  Starts walking to school on her own when appropriate.
e Takes on new chores with the motto of “many hands make light
work.”
o Starts making own lunches for school two days per week.
g o Helps with dishes three nights per week.
2 o Washes car on the weekend.
E » Participates in a variety of team sports—parents emphasizing the
Z team—“None of us is as strong as all of us together.”
e Gets a hamster for her birthday which (ideally) she is completely
responsible for.
* Joins a parent-child book club with her mom which meets one time
per month.
¢ Attends “Grandpa Camp”—a one-on-one weekend with her
> grandfather where they work and play together.
g e Attends annual family reunion and participates in group activities
E with cousins.
= e Helps family assemble personal care kits for a local homeless shelter.
*  Picks money-related movie (Charlie and the Chocolate Factory) and
watches them with family, then discusses.
¢ Creates a family “Guess Who” game made up of family members
(for larger families).
E e Cares for toys she owns and doesn’t get immediate replacement for
E those that are lost or neglected.
§ * Receives a small allowance—put equally in three buckets: spend,
o save, and share/donate.
e Visits the office with Mom—sometimes helps assemble report
. booklets and clean up; meets non-family managers and learns to
& shake their hands and treat them respectfully.
& e Attends the tour or demonstration portions of the annual family
8 meeting.
S * Plays business-related board games and uses money-related apps.
§ e Creates fun games with her cousins that involve the company (color
E the logo; create a name contest for new products).
5 *  Visits places that have been important for the business growth in the
past (e.g., first vineyard site).
* Helps give employees turkeys at Thanksgiving.
* Sets up a lemonade and cookie stand; parents promote understanding
that earnings less costs=profits.

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
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intentional approach to development by building a coordinated plan for your
family appropriate to your specific circumstance and context.

Development Influencers

In the youngest family members, effective ownership development requires
self-aware and capable influencers with an intentional focus on development.
Parents and others are key drivers of this process and thus need to have the
capacity to foster it. Exhibit 2.5 shows the wide range of influencers in this
earliest stage, with details on each group presented afterward. The influencers
closer to the child often have a more significant impact on them.

Exhibit 2.5 Influencers of Young Children

Advisors (Internal and External)

Teachers, Coaches, Community & Spiritual Leaders

Extended Family, Friends, Close Neighbors

Immediate Family

® Young Child

o Parents: Parents or other guardians are front and center as influencers for
young children. Children usually spend much of their time with their
parents and take direct advice and indirect cues such as modeled behavior.
Greater development happens when parents are self-aware, proactive, and
intentional about how to talk about the enterprise. Effective influence
involves taking great care in how to set boundaries, such as how to talk
about money and wealth constructively and how to prioritize quality
family time among other areas.

o Extended family: Extended family members exert significant influence in
this stage too, including grandparents, aunts, uncles, siblings, and cousins.
These influencers shape and model the family’s broad values and culture,
and develop strong relationships with young children. Children can gain
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much from extended family, especially as they reach the end of this stage
(10 to 12). At the same time, extended family influencers can sometimes
be sources of disruption, as described in the box “Handling Grandma Ruth
and Other Disruptive Family Influencers” below.

HANDLING GRANDMA RUTH AND OTHER DISRUPTIVE FAMILY INFLUENCERS

Grandma Ruth, founder and matriarch of a diversified retail business in the Midwest, was

always known for her toughness. She fought gender stereotypes to become a rare business

and industry leader in her generation. However, at one point, her interactions with her

grandchildren too often reflected a lack of respect and support. “With grades like that, I'm

not counting on you to lead this business,” was the type of thing she said, sometimes

claiming to be joking. As a result, her children became increasingly uncomfortable with her
interactions and needed to find solutions which included the following:

1. Create alignment on expectations of behavior: They developed a code of conduct to
align all family members around how to treat one another. This process allowed each
person to voice how they wanted to be treated by others in the family.

2. Put the Fish on the Table (even though it stinks!): The extended family found the
courage to talk to Grandma, who was at the center of the issue, to better understand
her thinking and make her aware of its effect on the family. Sometimes this can be
enough to resolve the issue; often it’s not. “Straight talk” has a high value in a family
enterprise, as it gets issues on the table, prevents sidebar conversations, sets
expectations, and models healthy behavior for all.

3. Get outside help: Dynamics around respect and conflict are often difficult for families
to address. Many families don’t have the skills to unpack interpersonal issues on
their own. This family got help from an outside advisor which allowed them to
discuss challenges in a safe and supportive environment.

4. Be patient: Dealing with these dynamics almost always takes time and rarely offers
a speedy resolution to everyone’s satisfaction. However, it is always worth the effort
to create shared understanding, values, and direction. The Nelsons have been
working on this part of their continuity process for several years already.

We recommend that families create a code of conduct on how they will

interact, which helps foster a positive environment in the family. A simple
sample code of conduct is provided below.

We are stronger together than apart. We each commit to the following

principles in our family:

D ON AN B =

Respect all family members—this includes the dog and cat!
Be kind to one another.

Tell the truth.

Be on time.

Be positive and encourage each other.

Help out—do your part.

Share your thoughts and feelings with each other.

Love each other.

Be generous.
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10. Address issues quickly—don't let things fester.

o Guides or mentors: Teachers, coaches, religious leaders, therapists, and
others outside the family and enterprise can be highly influential. At
this stage, children spend significant time with such potential guides and
mentors. The themes can be similar to parent—child interactions in helping
children develop self-confidence, perspective, knowledge, and interper-
sonal skills. In addition, these influencers have an arms-length relationship
to the family and its enterprise, which helps them provide more objective
input and influence on younger family members that may not be accepted
as readily if it came from family members themselves.

o Advisors: Internal or external advisors may not take a central role in devel-
oping children who are owners or future owners but can definitely be of
value. Advisors may be brought into teach children basic ownership-related
concepts, such as financial literacy. Make certain you hire advisors who had
some training and experience working with children. If the instruction isn't
age-appropriate and fun, the risk of creating a negative experience and then
having to undo it is high. Advisors can also play a role in resolving compli-
cated family dynamics that affect young members, such as conflict between
members or branches.

The “Key Influencer Capabilities” box highlights the capacities necessary
from these folks to help young family enterprise members develop most
effectively as owners.

KEY INFLUENCER CAPABILITIES

When seeking help from key influencers for your family and enterprise, consider the

capabilities below. Strong influencers will use these skills to guide ownership development

most effectively, while promoting the same qualities in the children they influence.

*  Empathizes with others.

* Demonstrates patience and understanding.

e Actively listens to others.

»  Sets boundaries within and across the family and enterprise.

* Builds confidence and self-esteem in others.

»  Effectively communicates without shutting others down.

¢ Self-regulates.

* Demonstrates commitment to the family and the tasks at hand.

*  Always shows care and respect to others.

* Have sensitivity to kids’ needs and stage of development, so that they are exposed to
learning that is age appropriate.
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Where to Start?

We emphasize throughout this book the need to “begin with the end in
mind,” which is a core principle from Stephen Covey.'> Key questions to ask
in your family enterprise include: “What kind of family do we want to be?”;
“What skills and capabilities do we want our children to develop early on?”;
and “What do we want our family to be like when our children are young?”
This upfront, intentional thinking will lay the foundation for all that comes
after.

We encourage you to start with simple steps in the development of chil-
dren—it will serve everyone in the system much better than unveiling a
complex, rigid development program or doing nothing at all. Hope is not
a strategy! Assess where you are today in terms of development goals and
activities, recognizing it is still early. Be proactive by talking about impor-
tant aspects of being a multigenerational family enterprise. Focus on values
and cultural elements, and how best to articulate and live these as a family.
Modeling them yourself is a powerful learning tool. Inspire a sense of fun
around the development to get the children excited and focus first on

relationship building.

Things to Look For

In this chapter, we have examined some of the pitfalls and problems related
to the development of young children as future engaged owners. Among the
most common difficulties to look for:

o Beware the business “time magnet”: In a family enterprise, especially at the
start-up stage of a company, one or both parents are likely to devote most
of their time to the business. That was the case for Zoe, our rising young
owner introduced at the start of the chapter. She felt like she rarely saw
her mother, who was a leader in the family business. Not only is parental
absence felt by the youngest family members, but it can strongly color their
perceptions of the enterprise. “I don’t want my life to be 100 percent work
like my parents,” many rising-generation family members say. The parent
staying home to take care of the kids may also have growing resentment
toward the partner managing the business. One extreme example, yet not
uncommon, is a third-generation family member who, in his forties, sued

15 Covey, S. R. (2013). The 7 habirs of highly effective people: Powerful lessons in personal change
(Anniversary). Simon & Schuster.
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his uncle because he felt his uncle’s decisions about the family enterprise
kept his father away from home for extended periods when he was a child.
In other cases, parents try to make up for their absence by buying chil-
dren extravagant gifts or coddling them, creating a sense of entitlement or
dependence. While privately held businesses demand a great deal of time
and attention, be mindful that your children don't internalize the message
that the business is the “favored child” and more important than they are.
Violating the ‘exposure without expectation” principle: A major theme has
been the need to provide exposure without expectation of children around
involvement in a family enterprise. We recognize that being completely
without expectation is not easy. However, too many well-meaning parents
and other older-generation members impose overt or implicit expectations
on young enterprise members, likely leading to either long-term disengage-
ment or a sense of entitlement that a critical role is their “due.” Take the
exposure without expectation principle to heart and look for a range of
ways to carry it out in this stage.

Enabling (or denying) bias in parents or other relatives: “Why cant you be
more like your sister/brother/cousin?” is a question often posed in many
families. We unwittingly or sometimes intentionally promote competi-
tion among siblings and cousins or think that being hard on a child for
perceived shortcomings will motivate change. We can expect too much
of children, especially those who show early promise. Any bias toward a
child can raise barriers to development in general and as owners specifically.
Learn to recognize sources of bias in yourself. Sometimes these prejudices
exist because you see a child as similar to you. Be willing to identify and
address biases in yourself and others first by naming them. We cannot make
ourselves completely bias-free, but we can work to mitigate those we have
and help others do the same.

Failing to recognize and value different intelligences in your family: We tend
to value people who are highly logical and articulate. Most of our focus,
particularly in schools and culture, is on linguistic and logical intelligence.
However, people with other intelligences enrich our culture and the orga-
nizations in which they operate. The creative artists, musicians, dancers,
naturalists, architects, designers, therapists, inventors, and others enhance
our world. Unfortunately, children who have these gifts often dont get
recognition for their unique ways of thinking, learning, and contributing.
Placing value on the diverse set of collective learning styles and intelli-
gences in your family enterprise not only cultivates inclusiveness but also
potentially offers ways of thinking and doing things that may amplify your
competitive advantage.
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o Losing the middle: Since this stage represents a wide age range, it may
be easy to pay more attention to those on either end of it—babies and
toddlers require seemingly constant parental attention, while many 8-12-
year-olds have the intellectual capacity and maturity to understand more
subtle family enterprise issues. Maintaining a consistent focus on devel-
opment needs across the age range is important. This is also the case if
there is a large number of cousins within a tight age range. Make sure not
to let those at lower or higher functioning levels get the vast majority of
attention. Do your best to focus on everyone’s needs.

Your focus should be to take a simple approach to foster self-esteem, confi-
dence, and a small but important foundation of ownership knowledge and
skills in your youngest enterprise members. This information is in the chapter
summary in Exhibit 2.6, Young Child Stage Summary.
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Exhibit 2.6 Young Child Stage Summary Table

WHY

WHAT

WHY YOUNG CHILD STAGE MATTERS

Brain is highly receptive at this stage

Childhood offers an opportunity to create a
a foundation for success

Childhood is time of great influencefor parents

Formation of strong sibling and cousin
relationships occurs early

DOMAIN DEVELOPMENT GOALS

Promote a healthy sense of self, especially
on these dimensions:

® Self-esteem and confidence:Feeling ® Understanding self and

assurance in one’s own worth and
abilities

care and support

® Curiosity:A desire to learn, explore,
and discover

® Independence: A sense that one can

Indivudual accomplish things without help from
others; a growing sense of capability in
areas like self-care and learning

® Delayed gratification: Ability to wait
to receive a reward later

® Boundaries: Understanding and
respecting our own needs, and being
respectful and understanding of the
needs of others

Family Promote strong sense of belonging

to a larger family with an appreciation

for its history:

® Aim for positive family experiences
that helps the child get a sense of
“together we are stronger” and “we
have fun”

o Help them understand who family
members are and how everyone is
related. Simple things like stories
about family members living your
values have great impact

Promote basic understanding of the

responsibilities of being an owner (of

anything):

® Importance of taking care of what one
Ownership owns, such as treating toys and books

with respect.

® Value of giving back to community (such

as through early volunteer experiences).
® [earning what money is and how to
save and spend wisely

owners.

Trust:Being able to count on others for

INSPIRING WORDS OR KEY KEY INFLUENCER CAPABILITIES (THESE
MESSAGE

® During childhood, even the
simplest communication of °
values has profound, far- .
reaching effects on prospective
.
.

APPLY ACROSS ALL SIX STAGES)
® Empathy
Patience
Listening skills
Ability to set boundaries
Ability to build confidence and self-esteem in
others
HOW TOs SAMPLE DEVELOPMENT PLAN
FOR ZOE

® Sharein household
responsibilities

® Start walking to school on own
when appropriate

® Participate in chores—with motto

personal values “many hands make light work”

® Start making own lunches for
school 2 days per week

® Help with dishes 3 nights per
week

® Wash car on the weekend

® Participate inextracurricular
activities

® Participate in a variety of team
sports—parents emphasizing the
team—"None of us is as strong as
all of us together”

® Get a hamster for birthday which
(ideally) she is completely
responsible for

Help them get to know your

® Join a parent-child book club with
family history

her Mom which meets one time

® Build family-wide per month

relationships

Attends “Grandpa Camp”—a one-
on-one weekend with her
grandfather where

they work and play together

® Identify and promote
values

® Share family stories ® Attends annual family reunion and

participates in group activities with

® Expose them to family cousins

governance

Helps family assemble personal
care kits for a local homeless
shelter

L]

Picks money-related movie
(Charlie and the Chocolate Factory)
to watch and discuss with family

Creates a family “Guess Who”
game made up of family members
(for larger families)

L]
L]

Teach them to care for
what they own

Expected to care for toys she owns
and doesn’t get immediate
replacement for those that are lost
or neglected

Create understanding of

entrepreneurship

® Divide small allowance into three
buckets: spend, save, and donate

L]

Introduce idea of money and
practice earning, spending,
sharing and saving it

L]

Participate in breast cancer walk;
raise $100 from neighbors and
family members
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DOMAIN DEVELOPMENT GOALS HOW TOs SAMPLE DEVELOPMENT
PLAN FOR ZOE
Promote a positive feeling about the ® Expase lhe§n to your ¢ Visit l_he office with Mom—
. . L A business without sometimes help assemble report
business and its contribution to the family .
d elobal/local L expectation booklets and clean up; meets non-
and global/local community: family managers and learns to
® Understand concept of shake their hands and treat them

® A basic understanding of the business
and industry, especially for older
childrenin this stage

starting a business respectfully

® Teach them to care for ~ ® Attend the tourordemonstration
o A positive association with the what they own; portions of theannual family
business. Ideally, kids will see the Create underslaz.mldmg of meeting
Business/ business as “where special things ;nltregrenel:rs .;p, ; ® Play business-related board
Industry happen,rather than as a major nrof u(':ed N l ‘e-a‘o games and use money-related apps
stressor or “the place that takes my money an pm‘cllce . .
arents away” earning, spending, ® Create fun games with her cousins
P sharing and saving it that involve the company (color
the logo; create a name for new
products)
= .
isits places that have been
< ® Visits pl that have b
E important for the business
growth in the past
(e.g., first vineyard site).
® Helps give employees turkeys
at Thanksgiving.
® Sets up a lemonade and cookie
stand; parents promote
understanding that earnings
less costs=profits.
SAMPLE STORIES, EXERCISES AND  KEY INFLUENCERS THINGS TO WATCH KEY OWNERSHIP TERMS FOR
TOOLS DESCRIBED IN THE CHAPTER OUT FOR THIS STAGE
® Start Early: A Father's Perspective story ® Parents ® Business ® Beware the business "time magnet"
® Family Values Exercise ® Extended family ~ ® Entrepreneur ® Violating the exposure without
© . . . tati incipl
= ® Joshua Reads during Family Meetings ® Teachers, Coaches, ® Expenses expectation principle
% story Community and o Money ® Enabling or denying bias or favorites
. . . Spiritual leaders
T ® 20 Do You Know’ Questions P ® Failing to recognize and value
. y ® Owner . . H
® Stories with Money-related Lessons ® Advisors (internal different intelligences
and external . i
® Zak Learns to Value Money story ) Fhilanthropy ® Losing the middle (leaving out the
® Profits children that fall in the middle of
©® Money Games and Apps list an age range)
® Steward
© Sample Kid's List of Ownership Terms
® Values
® Explain Entrepreneurship in a Kid -
Friendly Way list ® Vision

Influencers of Young Children figure

Handling Grandma Ruth and Other
Disruptive Family Influencers story

Key Influencer Capabilities list
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Zak and Zoe—Adolescent Stage

Zak and Zoe, the youngsters from two families that own farming businesses,
are now both 15 and in their second year of high school (10th grade). They
lead busy lives, with commitments to school, sports, hobbies, friends, and
family. Zoe has continued to swim and play volleyball while Zak is on the
high school hockey team. Zak is a member of the debate club; Zoe helps edit
her school newspaper. Both have active social lives—but aren’t yet dating.

Zoe and Zak have also become increasingly exposed to their family enter-
prises. Both participate in family meetings, mainly by observing, although
their parents have started asking them about future plans, including their
possible interest in the enterprise. Neither is particularly excited to learn the
specifics of the businesses, though Zak worked as an equipment operator for
his family enterprise the previous summer.

Zoc’s family established a three-week internship for all next-generation
family members. She was frustrated that she had to take time out of her
summer to participate in this “unpaid make-work project.” Though she didn’t
voice that opinion out loud, it spilled over into how she participated in
the learning process, with a lack of curiosity and a negative attitude. Her
mood was evident to the non-family employees. During her internship, a few
employees made remarks within her earshot about how “...the only reason
she had a job was because of her last name.” Zoe was taken aback by this
disapproval, which furthered her reluctance to participate.

A Founder’s Mentality in Every Generation: The
Vander Horst Family

The Vander Horsts know a thing or two about raising future owners—and
cattle.

The founders of 360 Ag Management, a commercial dairy farm based in
central Texas, Alan and Becca Vander Horst have five children ranging from
ages 13 to 22, at the time of this writing. From the start, the couple took a
proactive approach to help the kids develop as people and prospective owners.
The business started in Texas, but as the kids grew, Becca and Alan worried
about the potential constraints of growing up in a small community. “We saw
that the kids might be defined by their last name in a small farming town,”
Alan says. So, they relocated to San Luis Obispo, a larger but still agricultur-
ally focused community in California where Alan had grown up and attended
college. They maintained their Texas operation through Alan’s regular travel
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and expansion of their management team. Alan and Becca shared several
lessons about development they've learned along the way.

o Foster familiarity with the business: By the time the oldest children were
adolescents, the operation had grown too large for them to be involved in
age-appropriate chores such as feeding calves or taking a milking shift. But
the parents ensured they had opportunities to understand the business and
industry. “We had them presenting Jersey heifers in shows and created a
grazing facility behind the house,” Becca says. “We took them to farming
and youth conferences and had them participate in animal husbandry and
livestock judging contests.” In addition, until age 19, each child is expected
to spend a specific amount of time every year working within the Texas
operations. As the children got older, this time commitment increased to
three months during the year following their high school graduation. Alan
adds, “We wanted them to understand that the business and industry are
rooted in care for the animals. And, we wanted to be sure they understood
the nature of the business that had afforded them their current lifestyle.”

o Let them be who they are: “At the same time as ensuring they knew where
they came from, we made sure they knew they would never be forced to
return to the farm as a full-time career,” Becca says. “We encouraged them
to find their own interests and passions. Now they seem interested in the
business and understand there’s no expectation to work there.” Their 18-
year-old son now enjoys spending summers at the Texas farm.

o Aim for broad exposure: The Vander Horsts created several traditions and
expectations related to the kids: an 8th-grade trip with the parents; an over-
seas trip on their own; a mandatory post-high school gap year, including
several weeks working at the Texas farm. “No wimping out,” Becca says.
“We want them to value exploration, independence, and experience,” Alan
says.

o Approach development deliberately: As the lessons so far suggest, the Vander
Horsts take a very intentional approach to development. “Deliberate is our
key theme,” Becca says. “We think about communication and the example
we're setting for them. We explain differences in how we parent them and
work hard to support each child’s uniqueness.” For example, their youngest
learns in a way that is best suited to homeschooling, in which Becca is

taking the lead.

Driving the Vander Horst’s development approach is the idea of instilling
a “founder’s mentality” in the next generation. “We don’t want them to define
themselves as second-generation, but as G1s,” Becca says. Alan agrees, adding,



50 W. Sage-Hayward et al.

“We want them to have the mentality of finding what they want to create,
embracing the hard work of innovation, and recognizing the journey is often
better than the destination.” “It’s about providing opportunities and encour-
agement,” Alan concludes. “We want to help them avoid entitlement while
understanding that learning never ends. Youre never done with it.”

The Vander Horsts’ approach reflects the ideas in this book about taking
a proactive, deliberate approach to developing adolescents in the family
enterprise.

The Adolescent Stage (Ages 10 to 20) and Why It
Matters

Current or prospective owners in the adolescent stage will range from late
elementary school to early college years. Since the previous (Young Child)
and next (Young Adult) chapters overlap with this range, we will focus on
development for family members roughly ages 13 to 18, the teenage years.
Adolescence is a time of transformation, so paying careful attention to owner-
ship development is essential, as roles, mindsets, and expectations change
rapidly for those in this stage.! Some specific stage-related factors include:

o Defining ones identity: Differentiation or forming one’s own independent
identity is a priority in this stage. Young family members strive to figure
out who they are in relation to their family, friends, classmates, and
other social dimensions of their life. Adolescents often distance them-
selves from their family’s and community’s norms and culture. They push
limits of all kinds—including those related to activities and relationships.
Differentiation will proceed at a different pace for each individual.

o Exploring new roles and responsibilities: Adolescents are typically learning to
wear new hats. Most already function as a son or daughter, brother or sister,
grandchild, friend, student, and teammate, but theyre likely to add roles
as employee, romantic partner, volunteer, etc. Many adolescents today are
overloaded with roles and responsibilities, as discussed in the next section.

o Developing brains: Teenage brains are not yet fully developed. In adoles-
cence, the prefrontal cortex, the part of the brain implicated in more
complex behaviors including planning and personality development,

1 For a research-based take on the importance of development in adolescence and young adulthood,
see Benson, P L., Hawkins, J. D., Hill, K. G., Oesterle, S., Pashak, T. J., & Scales, . C. (2016).
The dimensions of successful young adult development: A conceptual and measurement framework.
Applied Developmental Science, 20 (3), 150-174.
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remains a “work in progress,” leading most youth to struggle with impulse
control and judgment. However, individuals at this stage of development
often demonstrate greater innovation and creativity, generating “outside-
the-box” ideas and insights adults are less capable of delivering.? They may
act inconsistently across social dimensions, including family, school, and
peer levels, which has implications for how to approach teens regarding
their role as rising owners.

o Heightened sensitivity: Adolescents are highly sensitive to how they are
perceived, which explains why they seem to care deeply about appear-
ance, image, and social group. Sensitivity can be even more significant
for teenagers of enterprising families, especially if the family is wealthy
or prominent in the community or region (see the “Responding to the
Visibility of Wealth” in Exhibit 3.1). As a result, people make assumptions
about rising generations of such families, including having a stress-free life,
living a lavish lifestyle, having it “all,” and the like. People may approach
them for money or other material gain or befriend them because of their
economic and public status. Teens and young adults may also sometimes
struggle with sharing in wealth they did not create themselves. Owner-
ship development can help them keep perspective, find ways to respond to
others’ perceptions, and explore their sensitivities constructively.

2 For an overview see Rothenberg, A. (2016). Adolescence and creativity. Psychology Today. https://
www.psychologytoday.com/us/blog/creative-explorations/20161 1/adolescence-and-creativity.
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Exhibit 3.1 Responding to the Visibility of Wealth

RESPONDING TO THE VISIBILITY OF WEALTH

During a conversation about the purpose of money and wealth, a third-generation, 13-year-
old future owner of a highly successful auto-group dealership sat silently with tears
streaming down his face. When the family advisor invited him to share his feelings with his
family, he said that he was often teased about being wealthy and constantly asked for money
or a deal on a car. He said he was embarrassed and did not know how to stop it or respond
to it. The family then spent the next hour brainstorming with Burt about how he (and the
other members of G3) could respond in a way that felt strong and not sarcastic, but also
empathic and kind. Ideas they identified included:

COMMENT

‘WHAT CAN WE SAY?

WHAT CAN WE DO AND
THINK?

Wow! You got it all
but don’t seem to
appreciate it!

Yah, I get why you might say
that. [ know that I am lucky.
We do recognize our
incredibly good fortune and
that is why we set up a
foundation to help others who
are not so fortunate. It is also
why I volunteer each year.
Hey—you want to go play
basketball? I love the hoop at
your garage

Recognize and support an
important rule of life which is
“to whom much is given, much
is expected.”

Empathize and show you
understand your peers.
Appreciating that those who
make these types of comments
may have their own struggles
financially.

Try to see things from their
perspective.

I wish my parents
spoiled me by buying
me a car, like yours.

I may or may not get a car—
who knows?! But you know
what I am most proud of is our
family does the Alzheimer’s
walk every year (or insert
other).

Refocus the conversation on
something other than wealth or
being given material things

Hey—can you get me
a good deal on a car?
It’s not like you guys
need the money!

I can’t get a deal for you but I
can make a connection with
someone who I know will take
great care of you.

Don’t need to feel responsible
for their desire to get a deal.
Provide a referral to a sales
manager which would be
helpful.

You guys have more
money than pretty
much everyone!
Lucky!

Oh gosh, we don’t have a lot
compared to some!! And, |
feel really lucky (fortunate) to
have the opportunities that I
do!

Be down to earth and
trustworthy and don’t flaunt
your wealth.

You went on an
African safari over
spring break and I just
went on a stupid
hiking trip!

It was a great trip! We are
fortunate to have the chance to
travel. Mostly, we just like
spending time together! I hope
you had a great break too.

Recognize their comments are
not about you as much as they
are about discomfort with
differences.




3 Forming Identity and Building Relationships: Adolescent (Ages 10 to 20) 53

o Puassion and potential: Adolescents often show passion and potential for
driving real change. Teenagers worldwide are leading important changes in
areas ranging from education to environmental protection, often making a
difference where adults have been unwilling or unable to. Helping adoles-
cents understand and harness this potential—rather than dismissing it, as
adults sometimes do—will promote capable ownership. It’s also important
to recognize that passion may quickly shift for adolescents, and they some-
times struggle with nuance on complex issues. Younger teenagers often see
things in black or white terms. This stage is a rich, complex period of
development for adolescents and their families. Boundaries will be tested,
communication will be challenging, and emotions will run high. Still,
there is an unparalleled “magic” to this stage as youth transition to adults
while uncovering their deeper passions, values, potential, and creativity. As
adolescents gain self-awareness, maturity, and voice, they will grow into
adults who may contribute significantly to the enterprise as owners. The
challenge is balancing influence with the independence adolescents need
to become their own people. Failing at this may slow their development
and result in undifferentiated young adults who struggle figuring out their
career and place in life.

In this context, one overarching theme well examine in this chapter
is engagement. More than in other stages, adolescents need to feel invited
into development activities, rather than having them imposed, because they
already have so much on their plates and need to feel some control over how
they spend their time. Practically, that means fostering engagement and fun,
so ownership development happens more implicitly. For an example, read
about how Josh spends his summers in the box “Building a Platform for
Listening: Summers with Grammy.”

BUILDING A PLATFORM FOR LISTENING: SUMMERS WITH GRAMMY

Josh, a 15-year-old from a family enterprise, spent several summers living with his grandma
on an island, working at the local grocery store, pumping gas, and bussing tables at the local
café. During the evenings, his grandmother would cook a big meal, and they would read or
play cards together after dinner and talk about the day’s events. This experience fostered a
deeper relationship between grandmother and grandson, which allowed for a more natural
mentoring process. It became easier for Josh to take advice from his grandmother than from
his parents!
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It's important not to assume that development will just happen, but to
actively seek opportunities to let young people lead and feel they’re making a
real contribution to the enterprise (see the box “Teens Lead Charitable Giving
Decisions), building an emotional connection to it and, in turn, creating a
greater sense of psychological ownership.

TEENS LEAD CHARITABLE GIVING DECISIONS

Charlie and Helen Davis, founders of a successful food business, had been making a
significant donation to their local Children’s Hospital for over a decade, but they had never
involved their three children in this process. At a recent family meeting, Dan, their youngest
son, age 14, asked if their family could donate some money to the local homeless shelter,
which he had been studying at school. After some discussion, the family decided that each
family member could make a $1,000 donation to their charity of choice, with the children
working to make some of that money, or to give up something they normally would have
bought for themselves.

The family would also collectively donate $5,000 to one charity they all agreed on. During

the discussion, they spelled out several criteria for selecting a charity including:

*  Alignment — The charity goals and objectives needed to align with the Davis’ family’s
mission, vision and values

¢ Population — The charity supports people who are vulnerable

*  Regional — The charity is located in their city or local region

e Accountability — The charity provides some level of reporting and has a desire to have
an ongoing relationship with Davis family

*  Short-term Impact — The charity has a direct, immediate impact on the population it
serves

Over time the family donated to multiple organizations, including those devoted to
children’s health and education, food insecurity, and the environment. The family was
excited to develop longer-term relationships with several of these nonprofits.

Parents and other influencers must walk an often-challenging path:
fostering interest and engagement without forcing it, helping adolescents find
their way by balancing limit-setting with freedom and encouraging creativity.
Foundational to building trust in the relationship with a teen is the idea that
while their behaviors may be judged, they themselves will not.

Central Theme: The Overstressed Adolescent

Today’s overscheduled adolescents haves classes, homework, basketball prac-
tice, dating, volunteering, debate team research, test preparation, college
applications, social media, part-time work, friends, video games, exercise,
internships, etc. This stage of life also comes with enormous physical, social,
and emotional change and pressure.
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Today’s adolescents are often busy and stressed while dealing with many
more commitments, goals, responsibilities, and expectations than similar-
aged cohorts did in the past.’ A recent American Psychological Survey
showed that teens experience stress level as high as those of adults—and even
greater during high school years.*

This high level of stress means that today’s youth are struggling with sleep
issues, substance abuse, food-related disorders, and turbulent concepts of self-
worth. Furthermore, increasing dependence on smartphones and social media
has compounded the issue as youth are more distracted than in the past,
prone to (cyber) bullying even when alone and constantly bombarded with
information that allows for easy, often esteem-depleting social comparisons.
The box “Top Eight Stressors for Teens™ presents a list of factors making the

lives of teens today highly challenging.

ToP EIGHT STRESSORS FOR TEENS

1. Depression: Clinical depression affects an estimated three million teens, with many
more suffering from associated subclinical symptoms of sadness, low self-worth, and
others.

2. Bullying: Whether physical, verbal, or emotional, bullying affects an estimated 30
percent of all adolescents, including through cyberbullying.

3. Sex: Nearly half of all teens are sexually active and only a small minority talk to their
parents about it.

4. Drugs: Rates of marijuana, opioid, and other drug use are rising in North America,
especially among teens.

5. Alcohol: Alcohol use has dropped among teens in general, but rates of abuse and binge
drinking remain high.

6. Obesity: About a third of children between ages 10 and 17 in the U.S. are obese, placing
them at greater risk for heart disease, diabetes and other health conditions.

7. Academics: Some youth struggle with getting higher grades and test scores and feel
pressure to perform academically—from parents, peers, and themselves.

8. Media-related: Social media has fueled stress for youth through addiction to
smartphones, cyberbullying, easy social comparison, sexting and other sources.

Therefore, the goal for parents and other influencers is to be aware of
the challenges adolescents face and to provide support and resources, recog-
nizing that today’s teens face challenges that previous generations did not.

3 See for example McVeigh, T. (2016). Its never been easy being a teenager. But is this now a
generation in crisis? 7The Guardian. https://www.theguardian.com/society/2016/sep/24/teenagers-gen
eration-in-crisis.

4 American Psychological Association. (2014). American Psychological Association survey shows that
teen stress rivals that of adults. http://www.apa.org/news/press/releases/2014/02/teen-stress.aspx.

5 Items and supporting content from Morin, A. (2018). Top 10 social issues teens struggle with
today. Very Well Family. hteps://verywellfamily.com/startling-facts-about-todays-teenagers-2608914.
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Unfortunately, we routinely see parents, grandparents, and others ignore these
trials and tribulations, and add to their teens’ stress with high expectations
regarding grades, test scores, college admissions, work, and contributions to
the enterprise.

While these pressures may be common in an entrepreneurial high-
achievement family, such expectations create stress, discord, and emotional
distance. They may ultimately turn off a young person from being involved
in the enterprise and family. Our recommendation is that you aim to foster
interest and engagement in ownership rather than forcing it; voice under-
standing of the challenges adolescent family members face; be wary of adding
enterprise-related commitments or expectations to their plates; and give them
space to develop at their own pace, while guiding them gently.®

Development Goals

Adolescents are less likely to have formal responsibilities related to busi-
ness, governance, or other enterprise activities than their older counterparts.
Therefore, developmental goals for this stage are about becoming healthy,
functioning young adults with positive connections to family and the enter-
prise and developing a solid foundation for ownership-related knowledge and
functioning. The main goals to aim for are described in Exhibit 3.2.

6 For more see Shellenbarger, S. (2017). Step away from your overscheduled high school student.
The Wall Street Journal. https:/[www.wsj.com/articles/step-away-from-your-over-scheduled-teen-151
1282108.
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Exhibit 3.2 Owner’s Mindset: Development Goals for Adolescent Stage

OWNER’S MINDSET: DEVELOPMENT GOALS FOR ADOLESCENT STAGE

AREA

DEVELOPMENTAL GOALS

INDIVIDUAL

Promote identity development including a well-formed sense of self
related to interests, preferences, and passion.

Encourage an understanding of how the “real world” works —
especially for those with few resources. This can help avoid a sense of
entitlement.

FAMILY

Promote development of strong interpersonal skills, including effective
communication with family members.

Help youth appreciate the family’s strength and bonds, while
understanding the need for and value of boundaries.

OWNERSHIP

Promote building business fundamental knowledge.

Early in the stage, that might mean helping them understand what the
business and industry do, along with fun visits to the office or facilities.
Later, it may include summer work or internships, along with ensuring
young people understand family employment policies and the rationale
for these.

BUSINESS /
INDUSTRY

Promote an understanding of the basics of ownership, such as the
difference between ownership and management, obligations and
responsibilities of ownership, formal and informal roles owners take in
the enterprise, and the beginnings of a working knowledge of ownership
terms (see our Ownership Glossary).

Foster a healthy understanding and relationship to money.

How-Tos
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Here we present a list of ownership development opportunities for adoles-
cents. The idea is not to take on all of these at once, but to assess which
best align with your family situation. Then craft intentional, engaging
development opportunities guided by the motto of “foster, don’t force.”

o Foster friendship and goodwill among siblings and cousins: This continues
to be a crucial time to encourage strong relationship development among
younger family members across sibling groups or cousin branches as they
will likely be making ownership decisions together in the future. Differ-
ences among branches on interests, values, geography, lifestyles, and other
dimensions may create challenges. The “Create Meaningful Family Time”
ideas in Exhibit 3.3 provide tips on making precious time together count.
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Exhibit 3.3 Create Meaningful Family Time

CREATE MEANINGFUL FAMILY TIME

*  Play sports: Athletics can be a great forum for interactions. Choose team sports, ideally
with family on the same team, to foster collaboration and light-hearted competition.
The key lesson is that everyone has a specific, important role, and that together you are
stronger. Avoid competing within the same family; instead, try to challenge some
external teams to build collaboration.

¢ Create a Private Facebook Group or “WhatsApp”’ or “GroupMe” chat: Families
can share funny stories, updates, achievements, and questions through such groups, no
matter their distance from each other. More secure platforms, like Trusted Families,
have been created for enterprising families to have protected shared space.

¢ Take trips together: Traveling the world or just visiting local destinations can provide
a meaningful, fun experience and creates important memories. Hiking or camping can
be an especially good bonding experience.

¢ Create a mock business challenge: Have adolescents brainstorm about a real or
bsimulated usiness challenge such as a marketing exercise. Make it fun and risk-free.
Ask them to present their ideas in a creative way, such as musically or through a
humorous skit. Get a facilitator who works well with adolescents. You may be
surprised by the quality of the ideas they generate.

* Do community service work: Working side by side as volunteers again brings the
family closer together while contributing to the community. (More on this below.)

* Let them decide: Give the adolescents in your family a chance to plan a fun family
activity, whether a dinner out or a hike. Give them a budget and some basic criteria
(such as how far away it can be), then give them the space to decide.

e Use games to promote fun and learning: Learning key skills by playing games is a
low-pressure, enjoyable way to build capacity as a family. For example, try using a
survival exercise that promotes the value of team versus individual decision-making.
Some board games both build business skills and offer a fun activity a family can
complete together.

o Expose them to the “real world”: Many families struggle with how to ensure
younger members understand the world beyond their family experience,
especially when the family is wealthy. Beyond talking regularly about the
broader world—such as the challenges those without resources face—
you can foster real-life experiences that offer windows into a wide range
of external realities. That includes encouraging younger family members
to responsibly support the family and home with chores, seek volunteer
efforts, internships, travel opportunities, and others. “The Lee Family’s Big
Move” box that follows describes one family’s unique strategy to ensure
real-world exposure for adolescent members.
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THE LEE FAMILY’S BIG MOVE

An Asia-based business family took drastic steps to ensure their adolescent and younger
members learned about real-world issues. The mother moved with the children from the
family’s large, luxurious compound to a modest apartment in the city. “We wanted them to
understand what it’s like growing up without maid services or people constantly doing things
for them while still being responsible with their school commitments,” the mother said. The
children were also transitioned from an exclusive private school to a public school with
primarily middle-class peers. Not surprisingly, the move took some adjustment; still, the
children quickly acclimated to their new life. “They have adjusted very well and enjoyed
many aspects of this life, such as walking to friends’ houses—something they couldn’t do
in our original neighborhood.” The Lee family’s strategy may be a more extreme example
of exposing younger family members to the real world, but it’s one that drives the point
home that such exposure is important to pursue in a way that makes sense for your family’s
situation.
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o Create a rite of passage: Cultures around the world have various rites for the
adolescent stage, celebrating the transition from childhood to adulthood.
In families, it’s a moment that can be honored by a longstanding tradition
involving the participation of multiple generations. It can be done with
little means but much meaning. For example, an adolescent may receive a

special gift (symbolic coin, ring, or anything representing family or busi-
ness history or values) at a birthday milestone (such as 16) or be included
in specific meetings such as those for adult family members (at age 18). See

the Box “A Colombian Family’s Rite of Passage” for a real-life example.

A COLOMBIAN FAMILY’S RITE OF PASSAGE

In Colombia, the nearly twenty teen members of a prominent fifth-generation business
family regularly receive a semiannual formal, printed invitation to attend exclusive meetings
with the five remaining members of the third generation and members of the executive
team. The meeting invitations are sent once the family member reaches age 13, making them
an official teenager. Everyone takes the meeting very seriously. The senior generation puts
significant effort and planning into what to discuss and how to celebrate the newest invitees,
such as bestowing a special gift on them that matches the teenager’s interest. During the
meeting, the senior generation provides business updates and stories from their past,
emphasizing the values they gained from the first-generation founders. They also take the
time to learn about their grandchildren’s interests and a ctivities. As a result, everyone comes
away from the meetings feeling enthusiastic about the family and enterprise. The newest,
youngest members feel especially important because they are now treated more like
“partners” than children.

o Undertake family charitable activities: Philanthropy and volunteer work
present rich opportunities for involving younger or prospective owners in
the enterprise. Such work helps youth see the family’s values in action and
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understand the legacy they are part of, while boosting planning, decision-
making, and leadership skills. Ideally, we recommend involving youth in
choosing causes meaningful to the family or aligned with the business
(see the Box “Building Toilets in Laos—and Other Community-focused
Efforts” that follows). In addition, some families with junior family coun-
cils task this group with making key decisions about the focus of volunteer
work and provide junior members with a small philanthropy fund to
allocate.

BUILDING TOILETS IN LAOS—AND OTHER COMMUNITY-FOCUSED EFFORTS

One enterprising family spent a recent spring break building toilets in a remote village of
Laos, where the lack of such facilities is a major cause of disease and mortality. The work
inspired both sons to engage in further community-focused efforts, including fundraising for
local charities, a high school trip to build a kitchen and greenhouse for a Peruvian school,
and work with Habitat for Humanity to build affordable housing for low-income
populations. Along the way, they gained a more profound sense of commitment to the
community, along with organizational teamwork and leadership skills. Consider these other
community-focused options as part of ownership development:
. Fundraisers such as silent auctions, cancer walks, and sponsored runs
e Volunteer work with local hunger relief organizations (like food pantries) or
those that provide clothing and other essentials
e Volunteer teaching or coaching with underserved youth
*  Assembly and distribution of backpacks for homeless people or holiday baskets for
families in need
*  Habitat for Humanity builds or similar community efforts

Look for opportunities in your community and engage adolescent family members in
choosing how to get involved (based on their passions and skills). Projects that allow many
family members to participate together are ideal. Once completed, take the time to discuss
what was gained from the experience, and how this might relate to their goals for future
ownership, such as continuing a family legacy of giving back.

o Encourage activities outside the family enterprise: The reality is adolescents
will be busy mainly with activities outside the family and its enterprise,
such as school, extracurricular activities, and peer networks. In this context,
encourage youth family members to seek diverse learning opportunities
through sports teams, arts and cultural experiences, community service, or
church groups. Take advantage of occasions to discuss what they’re gaining
from the experience and challenges they face. Consider asking questions
to draw subtle links between such activities and skills related to ownership
responsibilities. “Subtle” is the key word here!

o Develop a family code of conduct: As adolescents push boundaries, it’s crucial
to develop a family code of conduct that sets expectations of children and
adults. A simple but thoughtful code may be built on the family’s existing
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or newly articulated values and will reinforce the culture the family is
trying to promote. It also enables members to “call” other members on
challenging or hurtful behavior by reminding of jointly developed stan-
dards, rather than their own guidelines. (“What you did/said doesn’t seem
to fit with the idea of mutual respect in our code of conduct.”) Involving
youth in creating a code of conduct can be an informative experience for
adolescents and one that sets the stage for a similar approach to ownership
dynamics in the future. If you already have one, take the time to review and
update it for this stage of life. See the “Sample Family Code of Conduct”
in the Young Child Chapter.

o Tell and discover stories: Story is one of the most powerful mediums for
fostering shared values and understanding.” This is especially true for
family enterprise, where stories of early generation struggles and success can
power a strong sense of belonging and stewardship among future genera-
tions. Thus, sharing stories with adolescents is critical, as is discovering
the stories they tell about themselves, which provide windows into their
thinking and perspectives. Researchers Robyn Fivush and Marshall Duke
have shown that children who know their family’s stories have higher levels
of self-esteem and greater academic and social performance. They created
a 20 Questions exercise to help families share specifics of family history®
(see full set of questions in the Young Child chapter). This exercise, and
more formal approaches, help families share, celebrate, and discover family
stories with adolescent family members.

o Foster a constructive emotional environment: Too often, senior gener-
ations move into ownership development without first establishing a
resilient emotional environment in the family: values-driven behavior,
open communication, constructive expression of emotion, appreciation
for the diversity of skills and interests, and others. Promoting ownership
development amidst chronic, widespread conflict or broken relationships is
unlikely to yield hoped-for results. If your family has struggles with inter-
personal dynamics, strive for needed improvements here first. See the box
“Build a Strong Family Dynamic” characteristics for specific tips.

7 For an overview of the power of story see The power of stories. Psychology Today. https://www.psy
chologytoday.com/us/collections/201106/the-power-stories.

8 For the full 20 Questions exercise see Fivush, R. (2016). The “do you know?” 20 questions
about family stories. Psychology Today. https:/[www.psychologytoday.com/us/blog/the-stories-our-lives/
201611/the-do-you-know-20-questions-about-family-stories.


https://www.psychologytoday.com/us/collections/201106/the-power-stories
https://www.psychologytoday.com/us/blog/the-stories-our-lives/201611/the-do-you-know-20-questions-about-family-stories
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BUILD A STRONG FAMILY DYNAMIC

Here are six essential behaviors of family members committed to strong family relationships:

e They are attuned to each other’s needs and wants.

e They are committed to repair relationships when conflicts arise or trust breaks down—
where disagreements are around ideas and not between people.

. They encourage individuals to express their feelings, concerns, and desires and
members listen to one another.

e They continuously demonstrate respect and appreciation for one another, work to foster
one another’s success, and choose to spend time together.

*  They behave as collaborative problem-solvers in the face of adversity.

*  They choose to define a positive meaning for experiences and stressors that individuals,
the family, or the business go through.

TIPS FOR BUILDING AND MAINTAINING A STRONG FAMILY DYNAMIC INCLUDE:

¢ Learn and hone communication skills together as a family so you are using the same
language and frameworks (e.g., have a skilled facilitator teach you as a group).

«  Establish family traditions together especially around holidays and special days such as
birthdays and anniversaries.

*  Promote discussions while eating regular meals together such as dinner. Ask everyone
to “share one thing that was great today, one thing that was hard today, and a blessing
for today I can be thankful for” (or any similar question that is stimulating for your
family).

*  Take holidays as a family. As the children grow, ask them to participate in planning
efforts.

¢ Use “round robins” (each person gets a turn) during conversations to provide all family
members an opportunity to share thoughts and feelings.

e Don’t try to address specific problems when family members are upset or angry. Wait
until tempers are calmer to restart a conversation around difficult topics. Advance your
family’s capability in managing differences of opinion and conflict resolution.

e Seek counseling if you can’t get past an issue.

e Check in periodically to ask for feedback about how to improve how the family operates
together.

o Establish clear personal boundaries: Similar to the previous point, this tip
is about creating the right environment for the ownership development of
adolescents to take place. Defined personal boundaries within the family
go a long way to fostering growth. Personal boundaries are the phys-
ical, emotional, and mental limits and rules we set for ourselves and in
our relationships. Boundaries act as filters that permit what is acceptable
and unacceptable in our life and promote appropriate self-care and self-
respect while protecting us from being manipulated or violated. The box
“Establishing Clear Boundaries” provides more information on making
boundaries a reality for family members. Share these ideas with adolescent
members, who are often struggling with boundaries of multiple types.
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ESTABLISHING CLEAR BOUNDARIES

Use the ideas here to work toward understanding the boundaries in your family enterprise
and to establish unambiguous boundaries at all levels

WHAT ARE BOUNDARIES?

Guidelines, rules or limits in relationships.
Define interpersonal responsibilities and rights.

Are intangible, can change, are unique to each individual, and define the distinction between
individuals and others.

Clarify what types of communication, behavior, and interaction are acceptable.
TYPES OF HEALTHY BOUNDARIES IN A FAMILY ENTERPRISE

Relationships — Awareness of the significance of relationships and demonstrating respect
for others’ ideas and an awareness of appropriate discussion topics; managing one’s status
needs and insecurities; listening and being respectful during conversation.

Time — Awareness of how a person (or you) use their time for each facet of life such as
work, relationships, and hobbies; showing up on time; respecting others’ time; being present
and available (appropriately).

Privacy and Transparency — Awareness of how much and when to share information about
the business and family matters; awareness of what is appropriate to ask and not ask;
understanding of when transparency is beneficial and necessary between family members
and as it relates to the business.

Roles and Responsibilities — Awareness of the need for clear roles and responsibilities
within the family enterprise which helps mitigate conflict and tension as well as manage
expectations; moving from family role dynamics (child, parent, sibling, cousin, etc.) to adult-
to-adult communication and business roles.

Money and Material Things — Awareness of limits on money and possessions such as what
you will share, and with whom; creating appropriate accountability; suitable giving (and
taking); not using money for power and control.

Decision-making — Awareness of whose voice and vote are appropriate to what decisions
as it relates to the family, enterprise, and ownership systems; understanding when consensus
is important and when to utilize other forms of decision-making such as majority or
unilateral; making decisions wearing the appropriate “hat” (family, business, owner).

TYPES OF HEALTHY BOUNDARIES IN A FAMILY ENTERPRISE

Creating appropriate boundaries is empowering. Here are some examples of how families
set them within the context of their enterprises:

1. Protect family time: don’t talk only and always about business at the dinner table—no
matter how tempting.

2. Establish accountability: create guidelines for minimum entry standards for working
in the business (e.g., outside work experience + university/vocational training).

3. Clarify decision authorities: identify who gets to have a voice and who gets a vote in
decisions.

4. Provide appropriate compensation: too often families pay all of the next generation
the same amount.

Boundaries often get blurred in a family enterprise. Identifying boundaries is a good first
step to better boundary management.
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o Provide family employment opportunities: Adolescents may spend time with
the business, informally through office visits or formally through summer
jobs, internships, or special projects. There’s no “formula” for the right
opportunity. The idea is to create engaging experiences proactively. One
way to help manage family interaction in the business is to draft formal
policies spelling out rules of employment for family members. For example,
a Midwestern U.S. manufacturing family has created opportunities in the
business based on age, including gaining early exposure to the factory in
preteenage years, working summer jobs there in mid-teenage years and
completing formal summer internships between ages 18 and 20. In general,
start small by involving young people in the mailroom, washing cars,
picking or sorting grapes, or similar activities. Don’t use make-work activ-
ities in the business as a punishment of any sort which sends a negative
message. It’s also important to prepare non-family employees for the arrival
of young family members, as outlined in “Prepare Non-Family Employees
for Youth Involvement.”

PREPARE NON-FAMILY EMPLOYEES FOR YOUTH INVOLVEMENT

It’s important to anticipate challenges when family members become involved with the
family business in any capacity. That includes being respectful and proactive in preparing
non-family employees for this reality. Here are specific tips:

* Share the family employment policy with managers and other employees as needed, to help
them understand the family’s thinking and decisions around this vital area.

» Reemphasize that all family employees or interns must follow the business code of conduct.

« Talk about the possible different roles family members will have and lay out expectations
for their performance (which is often higher than for non-family employees).

¢ Discuss the formal and informal performance evaluations expected for family employees.

e Prepare the business for the idea that a small percentage of family employees’ time may be

devoted to learning about the family business. Emphasize that resources will be provided to
affected areas to help deal with this potential burden.

¢ Avoid having family members report to other family members when possible.

¢ Consider instituting a “safety valve” such as an ombudsperson or a development committee
to settle emergent issues, particularly between working family members and their
SUpervisors.

o Offer dynamic business updates: Business updates (like detailed financial
updates) may be considered “boring” by youth (and some adults for
that matter!) or—if presented without context—may risk creating a sense
of entitlement. However, exposure and repetition are foundational for
development. Therefore, livening up dry content and creating interactive
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discussion is critical to maintaining engagement. Describe industry trends
or stories about specific business decisions to expand a product line, get
new clients, or change a particular technology in fun and engaging ways.
In particular, adapting your own business situations to games or story
problems can create active participation in a “real-life” business scenario.
This approach can lead to engagement, loyalty, and pride in younger
prospective owners. With financial information, it is useful to expose
teens to different concepts illustrated in the reports before getting into
specific numbers. Numbers without context may create more entitlement
and expectations around lifestyles. In particular, without an appropriate
explanation, younger owners may confuse revenue with profit or other-
wise develop false expectations about the wealth in their family. Based on
your kids” knowledge level begin by sharing the context and explaining the
content. Actual numbers can follow. At one family enterprise, the CFO (a
family member) presents a high-level but consistently formatted financial
report at every quarterly family meeting, including a “word of the day.”
Prospective owners in this family now begin this session by shouting out
prior financial words of the day: “ROA! Retained earnings! Fixed assets!”
The ability to have fun with the concepts encouraged younger prospective
owners continued attendance and helped them retain complicated financial
concepts.

o Conduct ‘future” ownership meetings: It's easy to avoid going deep on
ownership-specific topics with adolescent family members, or simply
asking them to sign a revised trust document without explaining the paper-
work’s purpose because we sometimes assume they don’t understand or care
anyway. Instead, take the opportunity, in small doses, to help them gain
familiarity with key ownership concepts; see the Box “Build Basic Owner-
ship Knowledge for Adolescent Stage” for tips on topics. Formalize short
discussions that help them engage with ownership-related concepts in a
meaningful way and explain why this stuff matters. For example, a real
estate development family conducts brief ownership meetings on their site
walkarounds. The mother in this family brings a summary of interesting
facts about a particular development site related to the family’s commit-
ment to the environment. She shares these facts during the semiannual
tour of their development sites (e.g., the cost of using geothermal heating
or how many EV car stalls the building will have and why).
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BUILD BASIC OWNERSHIP KNOWLEDGE FOR ADOLESCENT STAGE

Work to provide adolescent family members basic ownership knowledge in these areas and
others as needed:

» Ownership terminology (see Appendix A: Glossary of Terms)

« Stages and types of ownership (see Chapter 1)

» Ownership rights and responsibilities

« The value and benefit of business ownership

« Distinction between management and ownership roles and responsibilities
* Types of ownership agreements

« Types of legal business structures including trusts

« Types of ownership policies (see the ownership policy appendix)

* Basic definition and understanding of risk management

» Concept of continuity and succession planning.

o Implement regular family governance: A fourth-generation Netherlands-
based business family is reorganizing its family council to accommodate
next-generation adolescents. They will not only attend council meetings
but also participate actively. Other families have started junior family coun-
cils that include members as young as their early teens working on issues
such as charitable giving activities. Other families include everyone over
age 16 in formal family meetings. Family governance offers rich oppor-
tunities to involve adolescent members in the enterprise. However, it is
important to expose younger members to what constitutes effective family
governance. It is not just getting together and talking or hearing business
updates but practicing focused discussion and decision-making on issues
like family employment, prenuptial agreements, reunion-planning, conflict
resolution, and family cohesion building. If you have no formal family
governance body or process, now is a good time to start.” In a few steps,
based on your family’s size and needs, a more structured family governance
approach may create a “safe space” for families to talk calmly about what’s
working and not, with adults setting the example of rational, respectful
discussion. The Box “Four Cornerstones of Family Meetings” lays out key
areas of focus for family meetings. The “Sample Family Meeting Agenda”
provides example meeting topics.

9 For more on family governance steps and tools, see Eckrich, C., & McClure, S. (2012). The family
council handbook. Palgrave-Macmillan.

10 Sage-Hayward, W. (2014). Four cornerstones of family meetings. Presentation.
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FOUR CORNERSTONES OF FAMILY MEETINGS

The purpose of family meetings is to advance the family and foster individual development.
Use these four main areas of focus for such meetings:

e Family development: An opportunity for the family to learn and grow together
around technical (e.g., financial and philanthropic literacy) and behavioral (e.g.,
empathy, conflict management, and listening skills) topics. This includes
assessment, learning, planning, skills training, policy creation, and philanthropy.

e Family cohesion: An opportunity to build connections in the family by doing
things like setting vision, values, and purpose as well as understanding each family
member’s interests, hopes, and dreams. This includes vision, mission, and values;
history and traditions; hopes, dream, and aspirations; support, care, and love; and
fair process.

e Family enterprise understanding: An opportunity to learn about the family
enterprise, including the operating businesses, real estate management, investment
choices, and others. Some families will share size and value; others wait until later
stages. Do what is appropriate for your family while recognizing the messages you
are sending to the rising generation. Other ideas include: entrepreneurial focus;
information sharing; tours and internships; meeting with directors; innovation;
connection to ownership and business.

e Family fun: An opportunity for the family to enjoy time together that isn’t focused
on specific learning or business topics. This includes games, activities,
tournaments, talent shows, humor, meals, and celebrations.

SAMPLE FAMILY MEETING AGENDA IN THE ADOLESCENT STAGE

We are excited to meet again as a family next month. The agenda for the meeting is:
* Welcome

* Fun activity — Winter Survival Game — Individual versus Group Decision-making
» Adopting Summary Notes from June 2021 Meeting

« Updates

* Personal update question: What is an event in your life that has made you who you are today?
* Brief business update

* Brief ownership update

* Brief family foundation update

« Family values exercise: Using Values Edge Cards (Dennis Jaffe)

* Create personal values pyramid

* Create family values pyramid

« Presentation on Family Vision

» Review and discuss family vision with G4

« Refine family vision based on discussion

* Wrap-up and Summary
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o Promote financial responsibility: Adolescence is a critical stage in which
teens can gain a sense of financial responsibility. Learning at this stage
includes understanding the connection between work and money and
basic financial lingo, including budgets, cost-benefit analysis, principal,
interest, credit, etc. Having teens prepare a monthly budget and fund it
with proceeds from part-time work (or parents can fund this for younger
adolescents) goes a long way toward promoting accountability and skills for
future ownership decision-making. Such budgets can include everything
from clothes to lunch money to school supplies or cell phones. Helping
teens identify and follow through on a major goal like saving for a car or
paying for their own cell phone plan also builds important financial aware-
ness and skills. There are many fun apps for this purpose including those
currently available: Allowance, Smarty Pig, Left To Spend, and others.

o Build understanding of the meaning and purpose of your family’s wealth: It can
be tricky to unveil the complete scale of the family enterprise and wealth.
The leading generation rationalizes avoidance by saying, “They just were
not ready to see that number of zeros!” or “We were afraid of them sharing
with their friends.” The most common refrain we have heard is, “I wanted
them to work for a living—we don’t want to raise entitled kids!” Finding
the “right” time to broach these concepts is complicated and highly depen-
dent on each family’s unique dynamics and history. See the Box “When to
Introduce a Family’s Wealth Level” for ideas on approaching this complex
topic.
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WHEN TO INTRODUCE A FAMILY’S WEALTH LEVEL

The challenge of choosing the “right” time to teach about a family’s wealth is real. The
reasons behind this are multiple and complex.* But take heart in the fact that many in the
rising generation are interested in more than money. In fact, iGen (born 1997-2012) and
millennial (born 1981-1996) children of parents with a net worth estimated at over $1M say
the most important thing they will inherit from their parents isn’t their wealth but their
values. More than 90 percent of these children reported that they don’t regularly meet as a
family to discuss family finances and 60 percent say such meetings would be valuable!

If the family enterprise goal is continuity, sharing knowledge early and consistently among
the various nuclear branches (if you are multigenerational) in your family enterprise will
yield the best results. We urge you to consider establishing an ongoing process with
adolescents to build the complex skill set necessary to understand one’s own wealth. Below
are some additional tips:

1. Context is important. Start with your family enterprise context—teaching about
your family values. You can also share societal context, sharing how your family
has earned (or been endowed) more resources than many other families.

2. Children rise to the level of expectations parents set for them. By teaching children
that they have a somewhat unique set of benefits—and associated responsibilities—
you’re modeling a belief that they’re capable of handling the situation. Delaying
the teaching tells the rising generation that you didn’t believe they are qualified.
And they often fulfill this belief.

3. Involve your advisors in the process. This has a dual benefit. First, these
professionals have probably worked on wealth transition with other family
enterprise clients, and therefore, have experience in laying out complex topics in an
easy-to-understand way. Also, your advisors have a unique credibility in your
adolescent’s eyes. Often, children are willing to listen to these advisors when they
can’t hear the exact same message from you.

4. Build knowledge, don’t “reveal” it. As with an owner’s mindset, it’s most
effectively created over time. Share progressively more sophisticated concepts as
the rising generation advance in age and maturity.

* Hughes Jr, J. E., Massenzio, S. E., & Whitaker, K. (2012). The cycle of the gift: Family

wealth and wisdom (Vol. 168). Wiley; Grubman, J. (2013). Stranger in paradise. How
families adapt to wealth across generations. Family Wealth Consulting

Sample Development Plan: Adolescent

Scenario: Zak, our family enterprise member from the opening, is now a 10th-
grade student attending a private high school. He is driven, goal-oriented,
and highly competitive. He is not particularly close with his siblings but has a
strong connection with his parents and grandmother. Using the concepts from
this chapter, he and his family outlined these development activities (Exhibit

3.4).
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Exhibit 3.4 Owner’s Mindset: Sample Development Plan
for an Adolescent (Zak)

SAMPLE DEVELOPMENT PLAN FOR AN ADOLESCENT (ZAK)

AREA

DEVELOPMENTAL ACTIVITIES

INDIVIDUAL

* Participate in a leadership program as a high achiever at his high school.

* Continue to play team sports—current motto, “Don’t WEAR your team colors,
* BLEED them.”

* Get a driver’s license after completing a driver’s education course.

* Lead the Alley Outreach for his school, a program that accumulates
contributions of clothes and food from peers to put in backpacks to be
distributed to the homeless and indivi duals with substance abuse issues.

+ Compete in provincial debate championships.

FAMILY

Attend three family meetings: spring, fall, and winter. Topics include:
o  Use of social media and cell phones

o  Confidentiality

o  Family conflicts

o  Building financial literacy

Continue with family movie and game night. Friends invited.
Negotiate a new curfew and use of the car.

Bring girlfriend to a Sunday night family dinner.

Attend family holiday to Belize—each child chooses a friend to bring
along.

OWNERSHIP

Participate in two future ownership meetings to:

o Learn about being a beneficiary of a trust

o  Review financials of the family trust

o Understand amendments to the family enterprise partnership agreement
Attend a financial literacy program for teens.

Participate in a financial investing club with a group of his friends led by
Dad.

BUSINESS /
INDUSTRY

Work as painter or equipment operator during the summer at his family’s
enterprise.

Attend a two-day intrapreneurial program over the summer.

Attend an industry association meeting with his mother.

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
intentional approach to development by building a coordinated plan for your

family appropriate to your specific circumstance and context.
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Development Influencers

The “usual suspects” act as influencers in this stage—those who can help
adolescents benefit from the proper development opportunities include:

o Extended Family: Parents remain primary sources of influence on adoles-
cents. However, much of that influence will be indirect, given adolescents’
focus on differentiating. Extended family members including grandpar-
ents, aunts, uncles, and cousins are also important influencers. Younger
people are more likely to be influenced by their older, “cooler” cousins
than their parents’ generation. For instance, in a family meeting, a twenty-
something cousin took aside a teen member when she saw the younger
cousin rolling her eyes and focusing exclusively on her phone. “This stuff
is dry but important,” the older cousin said, motivating her younger peer
to take such meetings more seriously. This type of role model behavior—
whether direct or indirect—can be critical in ownership development.

We'd like to draw special attention to the role of aunts and uncles who
often share similar values and thus can be an invaluable resource within
a family, especially during more challenging stages of life such as adoles-
cence. Aunts and uncles don’t have the parental control dynamic with their
nieces and nephews and thus the relationship is more relaxed. They can
share embarrassing stories about their parents which sets a tone of trust
and camaraderie. They can also be great role models for family values
and can serve as confidants when the child may not want to tell a parent
something.!!

o Close family friends: Many families have long-term friends who have known
the children for a long period of time and have built strong bonds with
them. Such friends can become great sources of guidance and support for
adolescents. As with older cousins, such mentors can strongly influence a
younger person in a way that parents might not be able to, making them
powerful influencers during this stage.

o Teachers, coaches, community, and spiritual leaders: Adults, especially those
in leadership roles, can also be strong influencers and mentors who spend
significant time with adolescents at sports events, community service activ-
ities, etc. As in the young child stage, the influence here is more toward
general development than ownership development, but it’s strongly related
to building better judgment and decision-making capacity. The objective
is to seek those who will promote the most positive impact. See the Box

11 Hughes Jr., J. E. (2004). Family wealth: Keeping it in the family. Bloomberg Publishing.
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“When a Coach is Not a Great Influencer” for more on understanding a
coach’s impact.

WHEN A COACH IS NOT A GREAT INFLUENCER

Not all coaches, teachers, and community leaders are great influencers. Sometimes they
represent poor examples of what we want our children to learn, such as emphasizing
winning over growth or humiliating those who deliver poor performance. However, such
individuals may hold power and control in your child’s life in some way. When your
adolescent raises concerns about an influencer, you have several ways to react. Here are
three roads to consider:

Check in: Create the opportunity for the adolescent to express his feelings and emotions.
Listen and provide a good sounding board. Use powerful questions and active listening
techniques, work with the child to design respectful responses that align with his values
(and hopefully your family values!), always remembering that taking a highly aggressive
approach rarely results in positive outcomes for anyone.

Advocate: Where appropriate and with caution, offer to advocate for the adolescent with
the relevant people.

Accept: In some cases, discuss it together and decide the right approach is to do nothing
but use it as a learning tool for what not to do.

o Advisors: We think of family enterprise advisors as influencers by “design”
who can promote ownership development. They are expected to approach
advising work with impartiality and the family’s best interests in mind so
these professionals can help adolescent family members feel more “adult”
and capable of moving toward more responsibility within the enterprise.
Look for capable, thoughtful advisors able to connect with this age group
and understand the complex dynamics of a family enterprise. It can be
beneficial for these advisors to meet with the rising generation without the
previous one present.

Where to Start?

This can be a time of overwhelming change for adolescents and their fami-
lies. Stepping back to appreciate both the challenge and wonder of this stage
is critical. Ask yourself what is already being done to promote general and
ownership development, and what you want your adolescents to know and
appreciate. What kind of space is being given for that? How well is it working?
What could be better? For example, what could be done to engage adoles-
cent family members in family meetings better—or at all? While performing
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this informal assessment, remember the idea of striking a balance between
individual and collective development.

On the individual level, we have focused on understanding who your
adolescent children naturally are and meeting them where they are, bringing
the support and other resources they need. Some rising owners in this stage
will already be highly engaged and wanting more. Others won't be. It’s
tempting to think their journey to adulthood is well underway or nearly
complete, but it has really just begun. Help them explore who they are and
what they want to be, without imposing enterprise-related obligations or
ideas. Facilitating their development to a broad, healthy identity and sense of
self will go farther in moving them toward becoming effective owners more
than most any specific activity will.

At the collective level, it’s about helping adolescents develop strong inter-
personal skills and comfort in wide-ranging relationships. This happens more
organically among siblings when adolescents appreciate different styles and
temperaments and develop greater empathy. Family governance bodies and
activities can support an intentional approach to the collective development
of young people, but informal interactions, such as at family reunions, typi-
cally form the foundation. Be proactive about including teens in business
updates, summer jobs, internships, extended family reunions, and philan-
thropic efforts. Provide structures for dialogue and interaction—like family
meetings—while modeling good behavior in family relationships. Remember:
it’s not just about what you szy but what you do.

Things to Look For

There are several potential hazards in fostering an owner’s mindset in adoles-
cents. Here are the most common:

o Failure to engage: This is “enemy number one” in business families. Failing
to engage adolescents in some form of development or appreciation for
the enterprise sets the stage for uninvolved, passive owners or could even
result in the next generation’s desire to relinquish the enterprise. Failure to
engage can happen when there are no connections between younger family
members and the enterprise, as well as when senior generations push too
hard for engagement, ultimately making it feel like a chore or obligation.
Instead, you should aim for the middle ground of exposure without expec-
tation and opportunity without obligation. Engagement develops best in a
fun, trust-rich context.
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o Hazardous adult-teen dynamics: Some parents project their own issues onto
the children or seek to live these out through the next generation, trans-
ferring anxiety, anger, ambition, and other emotions or aspirations to
adolescents. Similarly, they may infantilize younger members and see them
as incapable of making current or future contributions and engage in
“helicopter” parenting by providing constant direction or control or “snow-
plow” parenting by clearing away all obstacles in their child’s path. Still
others fear setting strong boundaries will risk losing their child’s affection.
This will likely promote avoidance of ownership responsibilities among
younger generations. Here, it is critical for parents to self-regulate and
manage their own issues and anxieties, as well as to avoid transmitting these
to the next generation and to increase adolescents” interest in ownership.

o The slow life strategy: Teens are growing up more slowly because fami-
lies have fewer children and can spend more time and resources on
each child.'? And, over the last fifteen years and across socioeconomic
backgrounds, American children have become more protected—experi-
encing driving, having a job, trying alcohol, dating, and sex later and less
frequently than teens from prior generations. These trends have led to
young adults having less life skills, such as not knowing how to manage
a budget, meet deadlines, or even do their laundry. Dr. Jean Twenge in her
book about iGens says, “iGeners are scared, maybe even terrified. Growing
up slowly, raised to value safety and frightened by the implications of income
inequality, they have come to adolescence in a time when their devices have
both extended their childhoods and isolated them from true human interac-
tion. As a result, they are both the physically safest generation and the most
mentally fragile” (p. 312). This phenomenon is more apparent in individ-
ualistic cultures in the U.S., Canada, and the U.K. Specific practices that
can combat this society-wide challenge focus on encouraging teens to be
more independent. For example, insist they get a driver’s license. Encourage
them to plan and take a trip with friends. Talk to them about the realities
of college parties and how to avoid sexual assault. Consider a gap year
between high school and college to provide dedicated time for them to
gain adult skills.

o Fear of entitlement: Understandably, senior generations are often very
afraid of raising entitled successors. Excessive fear can drive adolescents
away from the business when there are overly restrictive policies about
family employment or no opportunities to contribute to family gover-
nance. In fact, such fear often drives current owners to repeatedly postpone

12 Twenge, Ph.D., J.M. (2017). iGen: Why todays super-connected kids are growing up less rebellious,
more tolerant, less happy-and completely unprepared for adulthood. Simon & Schuster.
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sharing family business knowledge and the magnitude of family business
wealth. Delaying “the great reveal” and failing to grant the next generation
agency until theyre in their twenties or beyond usually results in losing
a key opportunity to grow an owner’s mindset and causes the next gen
bitterness and regret. Recognize that entitlement isn’t inherent in rising
family members but emerges from how the senior generation models an
approach to transparency, communication, responsibilities, and wealth.
You need to be aware of the fears of potential entitlement and balance
them by purposefully creating opportunities for development, growth, and

responsibility.

On one hand, there remains plenty of time to develop owners in this
stage. But on the other, the long-term effects of experience and influence
in adolescence are significant and enduring. Adults often look back on what
their parents did—and didnt do—to develop them as owners and people
and realize that it’s less about the number of efforts but quality. Therefore,
aim to lay a strong but flexible foundation for development, recognizing that
challenging dynamics and issues have a way of cascading down to future
generations.
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Exhibit 3.5: Adolescent Stage Summary Table

=
=

WHAT

WHY ADO|
MATTERS

® A critical time for identity development

® Roles and responsibilities are being

explored

® An adolescent brain is still developing

LESCENT STAGE

KEY MESSAGE

Consistently offer

opportunities to learn and

engage while being patient

with adolescents’ growing

® Sensitivity in this stage is heightened

DOMAIN

e Promote identity development including

Individual

DEVELOPMENT GOALS

a well-formed sense of self related to
interests, preferences, and passion.

Encourage an understanding of how the

“real world” works — especially for

those with few resources. This can help

avoid a sense of entitlement.

® Promote development of strong

interpersonal skills, including effective

communication with family members.

e Help youth appreciate the family’s

need for independence

SAMPLE DEVELOPMENT
HOW-TOs PLAN FOR ZAK
L] L]

Expose them to the “real
world” through travel,
volunteer activities and
other experiences

Create a rite of passage
Tell and discover stories

Establish clear personal
boundaries

Foster friendship and
good will among
siblings and cousins by
creating opportunities

Participate in a leadership
program as a high achiever at

his high school

Continue to play team sports
—current motto— “Don’t WEAR
your team colors, BLEED them”

Get a driver’s license after
completing a driver’s education
course

Lead the Alley Outreach for
his school, a program that
accumulates contributions of
clothes and food from peers

to put in backpacks to be
distributed to the homeless
and individuals with substance
abuse issues

Compete in provincial debate
championships

Attend 3 family meetings: spring,

fall and winter. Topics to include:

- Use of social media and cell
phones

strength and bonds, while understanding

for next gen groups to

Family

the need for and value of boundaries.

play, work, give and
make decisions together

Undertake family
charitable activities

Develop a family code
of conduct

Foster a constructive
emotional environment
by expecting and
teaching self-awareness,
communication and
conflict management
skills

Implement regular
family governance

- Confidentiality
- Family conflicts
- Building financial literacy

Continue with family movie and
game night. Friends invited

Negotiate a new curfew and use
of the car

Bring girlfriend to a Sunday night
family dinner

Attend Family holiday to
Belize—each child chooses a
friend to bring along



3 Forming Identity and Building Relationships: Adolescent (Ages 10 to 20)

HONTO

DOMAIN DEVELOPMENT GOALS

HOW- TOs

® Promote building business
fundamental knowledge.

Hold prospective owner
meetings

Early in the stage, that might mean .
helping them understand what the
business and industry do, along with
fun visits to the office or facilities.
Later, it may include summer work or
internships, along with ensuring

Discuss family
employment and other
applicable policies

® Choose a charity to
donate money to

Ownership young people understand family
employment policies and the rationale
for these.
® Promote an understanding of the ® Learn business and
basics of ownership, such as the industry basics
difference between ownership and ® Encourage activities
management, obligations and outside the family
. responsibilities of ownership, formal enterprise
Business/ and informal roles owners take in the
Industry enterprise, and the beginnings of a ® Offer dynamic business
working knowledge of ownership updates
terms (see our Ownership Glossary). e Provide family
® Foster a healthy understanding and employment activities

relationship to money.

SAMPLE STORIES, EXERCISES AND KEY ¥£K£¥%€{RSHIP
TOOLS DESCRIBED IN THE CHAPTER INFLUENCERS THIS STAGE
® A Founder’s Mentality in Every ® Family ® Advisory Board
Generation ® Close family ® Board of
® Responding to the Visibility of Wealth friends Directors
® Building a Platform for Listening: e Teachers, e Family
Summers with Grammy Coaches, Governance
® Teens Lead Charitable Giving Decisions Community and Leoac
. Spiritual leaders gacy
® Top Eight Stressors for Teens o Owners
. : . ® Advisors (internal
® Create Meaningful Family Time and external) e Philanthropy
® The Lee Family’s Big Move e Implement regular o Stewardship
e A Colombian Family’s Right of family governance
Passage
® Building Toilets in Laos-and Other
Community-focused Efforts
® Build a Strong Family Dynamic
® Establishing Clear Boundaries
® Prepare Non-family Employees for
Youth Involvement
® Build Basic Ownership Knowledge
for Adolescent Stage
® Four Cornerstones of Family Meetings
® Sample Family Meeting Agenda for
the Adolescent Stage
® When to Introduce a Family’s
Wealth Level
® When a Coach is Not a Great

Influencer
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SAMPLE DEVELOPMENT
PLAN FOR ZAK

e Participate in two prospective
owner meetings to:
- Learn about being a beneficiary
of a trust
- Review financials of the family
trust

- Understand and sign

amendments to the family
enterprise partnership agreement

Attend a financial literacy
program for teens
e Participate in a financial

investing club with a group of
his friends led by Dad

® Work as painter or equipment
operator during the summer at
his family’s enterprise

e Attend a 2-day intrapreneurial
program over the summer

® Attend an industry association

meeting with his mother

THINGS TO WATCH OUT FOR

® Failure to engage
® Hazardous adult-teen dynamics
® The slow life strategy

® Senior generation’s fear of next
gen entitlement
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Zak and Zoe—Emerging Adult Stage

Zak and Zoe, our young, prospective family enterprise owners, are growing
up. Both are in their early twenties now and attending college. Zak is studying
engineering with a minor in business. Zoe is a finance major.

Their family businesses—both farming-related—are changing too. Zak’s
has doubled in size but is struggling to keep up with demand. Hiring capable
employees has been especially difficult, and ZaK’s parents have been urging
him to finish his studies quickly—or even drop out—so he can help with the
business.

Zoe’s family enterprise has also grown substantially. Some of her cousins
are now employed in the business. Her family hasn’t prepared for their
entrance and there are no related policies. The challenges of understanding
and managing the growing range of interests and abilities among the next
generation has created tensions in the business and among family. Zoe heard
from her cousins that their day-to-day roles in the business are stressful. This
pressure, coupled with Zoe’s passion for the environment, has fueled her
intention to start her own business in sustainable small-scale organic farming.
She has been inspired by the family enterprise but doesn’t necessarily want to
be part of it full-time.

“We Ride at Dawn": The Senft Family’s
Development Approach

“It’s about making the efforz roll, not the honor roll,” Lauren Senft says.

Lauren, now 33, is a second-generation member of a Vancouver-based
family that owns Tricor Pacific Capital. She explains her family’s proactive
approach to develop herself and her two siblings as owners from the time they
reached young adulthood. The “effort-versus-honor roll” concept, which is a
willingness to work hard is more important than the outcome, is an example
of the values that founders Jeannie and Rod Senft sought to instill. Other
values include the idea that the family is “stronger together than apart,” and
the family motto “We ride at dawn”—to emphasize that everyone has to show
up ready to engage and participate, no matter how late they stayed up the
night before.

Beyond passing on key values in this way, the Senfts engaged in multiple
other ownership development activities. For example, they started holding
family meetings when Lauren turned 21 to familiarize the next generation
with governance processes and help them find their voice when it came to
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issues such as family employment. Similarly, the family attended multiple
education programs together at Harvard University and other organiza-
tions focused on professional and personal development such as Landmark
Forum. “It wasn't all easy and definitely involved some stress,” Lauren says,
“but we gained so much from taking part in those and became closer as
a family.” Derek, the Senft’s middle son, suggests ownership development
starting in the emerging adult stage offered several distinct advantages for
their family, including increased engagement, greater attunement to family
business concepts and strategies, and an elevated quality to their commu-
nication. Derek offers some sage advice for families: “Be proactive and also
patient. You need to be intentional about ownership development—have a
plan, look for opportunities to create exposure to the business, and practice
through discussion and debate. But recognize that family business is a long
game. Don’t rush development. Finally, work on your communication as a
team and make sure you have a way to understand each other.”

The Senft family exemplifies a thoughtful, intentional approach to
building an owner’s mindset in family enterprise members during their
emerging adult years. This chapter is about maximizing ownership develop-
ment in this stage.

The Emerging Adult Stage (Ages 18 to 28)
and Why It Matters

By “emerging adult,” we mean current and future family enterprise owners
about ages 18 to 28. Most will already be in college, have graduated, or may
have begun their working life. This is a critical time for ownership develop-
ment, as individuals, the family, and the whole enterprise can be affected by
developmental changes typical in this stage, such as:

o The window of focus on the nuclear family is closing. Most young adults
still feel a sense of belonging to their originating family, whether voiced
or not. But unlike in earlier stages, that connection is likely waning as
the individual prepares to leave the family home or has already been
living independently. It’s important to take advantage of this remaining
closer connection to the nuclear family to further ownership development.
Our view is primarily shaped by a Northern American/European perspec-
tive, where young adults become independent from their families earlier.
Promoting independence in this stage is not the end goal, but more an
intermediate objective. Ultimately, the goal is families with interdependent
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relationships where everyone’s needs are considered. Making sure emerging
adults become able to take care of themselves is, therefore, a required
intermediary step.

Family roles and relationships are changing. Shifts in family dynamics can
be dramatic in this stage. For example, parents become empty nesters as
their children transition into adulthood. Tensions may escalate as both
parents and their offspring learn new roles, responsibilities, and bound-
aries.! Conflict often arises around issues of authority and independence,
as those early in this stage can think and act as adults but usually remain
economically dependent on their parents, who may want some say in the
children’s decisions ranging from education to housing to dating. Money
can become a significant stressor, too, as grown children are expected to
become more financially independent.

Its a time of self-discovery. Most young adults embark on a journey of
self-discovery to understand who they are across dimensions.? They say
goodbye to the comforts and constraints of childhood and over time,
take on adult responsibilities. This inevitably involves separating from the
family to develop their individual identity. Many in this stage feel like
they are “sort of” adults but not fully so. Some reject being an owner
or employee in their family’s business, as they want to make their own
way in the world. This rejection can have a very negative and personal
impact on the incumbent generation. However, many such reluctant young
adults later return to the family business with greater confidence and skills
that contribute to value creation for their enterprise. Gentle persistence,
combined with invitations to participate in meaningful developmental
experiences, can be an effective approach. At this stage, the founder’s vision
and personality can be sources of inspiration or become a “black hole,” as
discussed in the box “When the Founder’s Vision Becomes a Black Hole.”
Later we'll discuss how these dynamics make it critical to involve individ-
uals beyond the nuclear family in development, such as extended family
members and non-family executives.

1 For a contemporary take on parents and emerging adults, see Arnett. J. J., & Fishel, E. (2014).
Getting to 30: A parents guide to the 20-something years (Reprint ed.). Workman Publishing Company.

2 Much of our thinking around developmental stages is shaped by the work of Erik Erikson, specif-
ically his framework of age-related identity conflicts. Young adults tend to be dealing with two
specific conflicts: identity vs. role confusion, and intimacy vs. isolation. Both are reflected heavily in
the differentiation process, as young adults in family enterprise deal with anxiety about who they

are

and how they fit into different social systems including the family, enterprise, and others. See

Erikson, E. H. (1993). Childhood and Society (Reissue ed.). W. W. Norton.
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'WHEN THE FOUNDER’S VISION BECOMES A BLACK HOLE

The dream and entrepreneurship of the founder generation can be a source of inspiration
for rising generations—or a black hole that rules out other visions and career or lifestyle
options.* Sometimes this black hole is obvious, such as when second-generation members
are told they must join the family enterprise or risk losing future ownership. But it can also
be more subtle. Sometimes the founder’s powerful vision and energy simply inhibit the
development of the rising generation as individuals and as a team. Then, when the time
comes to function without the founder, the next generation lacks the skill or capacities to
lead the business or make decisions together. Another subtle impact of the founder’s vision
is when well-meaning family and friends tell rising generation members they are just like
their father. Family members who bask in this comparison as young people often question
their connections later in life, asking, “Was this really the ideal place for me or am I here
because I took on my family’s dream and didn’t explore other options?” The goal should be
to create an open environment for rising members to make career and lifestyle decisions.
That means being honest about expectations, providing opportunities for pressure-free
exposure to the enterprise, and understanding that visions and goals often change
dramatically in the emerging adult stage and beyond. Even the most basic conversations in
this stage can shed much- needed light on a potential black hole represented by founders’
visions or expectations.

*For more on this idea, see Hughes, J. E., Jr., Massenzio, S. E., & Whitaker, K. (2014).
The voice of the rising generation: Family wealth and wisdom (Bloomberg) (1st ed.). Wiley.

o Launching a career. During this stage of life, most young adults are
launching their careers. Some are doing this within their family enterprise,
which can mean an extra level of intensity around performance expecta-
tions. Others are agonizing over whether to work in the family business or
elsewhere. Still, others find work further afield to nurture their indepen-
dence and interests. When designing development activities, keep in mind
that anxiety and stress accompany starting a career. Where possible, make
the activities relevant to young adults’ work environment and role even if
it is outside the family enterprise.

o The neuroscience of young adulthood. Research suggests our prefrontal cortex
becomes complete around age 25.° That means our ability to inhibit
ourselves and control impulses on multiple levels may not be completely
developed until later in the emerging adult stage. That’s a mixed bag for
ownership development. For example, it can mean that young adults are
more innovation-minded and less bound by conventional norms and can
contribute inventive ideas. However, they also may have poor impulse
control and be less able to put the brakes on their behavior.

3 For more on brain development progression and consequences see Aamodt, S., & Wang, S. (2009).
Welcome to your brain: Why you lose your car keys but never forget how to drive and other puzzles of
everyday life. Bloomsbury.
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The general idea is not to be discouraged by negative expressions from
prospective future owners in this stage. This rejection is a normal part of
human development. Instead, create space for connections and learning while
enabling emerging adults to explore and express their independence. The
goal is to help them understand that the door to involvement in the enter-
prise is open and that there are many paths through that door for eventual
contribution.

Central Theme: The Challenges of Millennials
and iGen

Given the social and cultural context in which this book is written, we need
to point out particular challenges family enterprise members who fall into
millennial (born 1981-1996) or iGen* cohorts (born 1997-2012) may face
as emerging adults.

While any emerging adults face stress as they gain self-awareness and inde-
pendence, millennials and iGens have to deal with additional dynamics,
largely because they are the first generations to have grown up or experi-
enced emerging adulthood in the Digital Age, including the influence of
smart- phones and social media. Millennials, for example, are observed to
prefer causes over cash, such as choosing a job that makes a difference instead
of a large salary, or donating money to important causes even when on
limited incomes.” They also face many of the same challenges as their later-
born counterparts, iGen. This latter cohort has been associated with trends
including rising rates of anxiety, depression and suicide, lower rates of dating
and teen pregnancy, and less interest or movement toward independence—or
what could be considered the responsibilities of adulthood, such as securing
a driver’s license or moving out of the house.

Some see over-immersion in digital pursuits—online games, social media,
popular sites like Reddit—as the source of these trends. Our goal is to high-
light the anxiety, uncertainty, and stress these cohorts face. Anyone thinking
about an emerging adult’s development as owners needs to understand this

4Twenge, J. M. (2017). The 10 trends shaping todays young people—And the nation. Atria Books.

> See for example Gay, W. (2017, August 14). Millennials are effecting change with social respon-
sibility. Forbes. https://www.forbes.com/sites/wesgay/2017/08/11/millennials-social-responsibility/#f71
fc8d17d88.

6 Many articles and books have been written about these and other trends in Gen Z (or what some
call iGen). For more on the specific effects of smartphones and social media on this cohort, see
Twenge, J. M. (2018, March 19). Have smartphones destroyed a generation? The Atlantic. https://
www.theatlantic.com/magazine/archive/2017/09/has-the-smartphone-destroyed-a-generation/534198/.


https://www.forbes.com/sites/wesgay/2017/08/11/millennials-social-responsibility/%23f71fc8d17d88
https://www.theatlantic.com/magazine/archive/2017/09/has-the-smartphone-destroyed-a-generation/534198/
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greater context and approach it with empathy and thoughtfulness, while not
enabling.

This context is especially true for older generations. The challenge we see
repeatedly is that parents expect their children to be “like them,” to have
the same interests, aspirations, and goals. That approach fails to consider the
broader context in which millennial and iGen family members must navigate
the world and make choices. Seek to maintain sensitivity to these unique chal-
lenges as both ownership-development content and the process by which it is
delivered is chosen. Don’t sugarcoat, but communicate with care, empathy,
and sensitivity.

Development Goals

We start, again, with “the end in mind” in any development stage. For this
age range, consider these goals for developing an owner’s mindset in emerging

adults (Exhibit 4.1).
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Exhibit 4.1 Owner’s Mindset: Development Goals for Emerging Adults

OWNER’S MINDSET: DEVELOPMENT GOALS FOR EMERGING ADULTS

AREA DEVELOPMENTAL GOALS

e Promote learning and education: of an undergraduate degree,
certification in a specific area or vocational training in an area of interest
or passion

e Foster individuation: ensure emerging adults develop a sense for who
they are and what matters to them and how to put these into action
within and outside the family

INDIVIDUAL

o Facilitate independence: grow the ability to take care of one's own
needs, finding solutions to challenges, and assuming responsibility for
one's decisions while considering impacts on both people and their
environment

e Promote an understanding of the “I-We-It” trade-offs:
learning how decisions made within the family affect the individual (I),
the family (We), and the enterprise (It)

e Advance teamwork capabilities: As part of a rising team of owners,
emerging adults need to advance their relational skills:

- Collaborative problem-solving

- Trust building

- Framing and reframing

- Reactivity management (how to contain and avoid
disruptive emotional reactions)

FAMILY

e  Redefine ‘family’: The definition of ‘who we are as a family’
requires reflection and dialogue as they move into being a family of
adults and away from the parent-child dynamic of the past

e Advance understanding of the “technical” aspects of ownership:
Including ownership and business structures, trusts, estate plans,
prenuptial agreements, voting rights and business and family
governance bodies and processes

e  Foster responsibility and sense of stewardship: Developing skills to
care for and manage assets for future generations

OWNERSHIP

e  Promote financial literacy: Furthering knowledge and understanding
of reading and asking questions about business results including but not
limited to financial performance
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OWNER’S MINDSET: DEVELOPMENT GOALS FOR EMERGING ADULTS

AREA DEVELOPMENTAL GOALS

» Explore career interests and opportunities: Post completion of education,)
promote a thorough exploration of goals, strengths and passion to find
work interests that resonate and provide fulfillment

* Continue to build on knowledge of business and its industry: Start at the
appropriate level based on skill and education if working in the business; if
not, then learning about the core functions of the business (e.g., operations,
marketing, and the like)

BUSINESS / INDUSTRY

» Foster personal leadership skills: Set a direction and destination for your
life and learning that good leadership consists first of learning to follow

How-Tos

The ideas here represent a strategic and intentional approach to developing
an owner’s mindset in emerging adults that will pay off in the short and long
term.

o Promote independence and accountability: Steps to promote independence
and accountability go a long way to helping young adults understand and
move toward their personal and career goals (see the box, “Create a Culture
of Accountability,” for more on this idea).
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CREATE A CULTURE OF ACCOUNTABILITY

Wealth brings great opportunity and high risk. Some first-generation wealthy families don’t
want their children to experience the pains they did, such as growing up poor or hungry.
They also live in a world where generosity is often highly valued, which promotes giving
generously to others including children without necessarily considering how accountability
fits in. These two factors combine to create a parenting dilemma which frequently results in
the thing parents fear most: entitlement. Instead, when parents foster a culture of
accountability, it results in the following benefits for their young adult children:
Greater self-confidence and the belief in their own capability
Preparation for the demands of adulthood
An ability to learn from their mistakes
Increased personal satisfaction in life and with themselves
e  Collaboration as part of a family of equals (i.e., rather than operating within a
hierarchy based on power)
Without accountability, family members don’t take responsibility for their actions, and
instead blame others or find ways to justify their behavior when breaking the spoken or
unspoken “rules.” Accountability means every family member is responsible for their own
actions and behaviors, including their reactions to stressful and difficult situations. Steps
families take to build a sense of accountability in young adults include the following:
e  Establishing agreed-upon expectations for interaction with one another (i.e., a code
of conduct)
e  Applying policies consistently to all family members
e Accessing wealth based upon completion of agreed-upon targets rather than age
(e.g., taking an investment course, fully engaging in regular family governance, and
S0 on)
e  Handling their own bill payments, such as for cell phones and car insurance (rather
than covering them through their company)
e  Creating their own relationship with a financial advisor to build financial literacy
e  Setting and measuring individual and collective goals (e.g., personal: saving to buy
a car or finishing a real estate program; ownership: donating to a local charity of
their choice)
e  Acknowledging and celebrating achievements
e Adhering to a budget
e  Giving a presentation on learning and takeaways gained from attending a family
enterprise conference

Living on one’s own, managing a budget (see “Zak’s University Budget” in
Exhibit 4.2 for a sample budget of a young adult enrolled in an out-of-state
college), building relationships with professional service providers (e.g., finan-
cial planners, accountants, health professionals), and pursuing educational,
career, and social opportunities will inevitably yield greater self- awareness.
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Exhibit 4.2 Zak’s University Budget

ZAK’S UNIVERSITY BUDGET
LIVING EXPENSES MONTHLY COST TOTAL ANNUAL
Cost
Rent (12 months) $720 $8,640
Telephone (12 months) $65 $780
Groceries (8 months) $800 $6,400
Clothing and Laundry (8 months) $200 $1,600
Personal Spending (8 months) $200 $1,600
Recreation/Entertainment (8 months) $250 $2,000
Local Transportation (8 months) $75 $600
Return Trips Home (3) $3,600
TOTAL EXPENSES $2,310 $25,220

In too many family enterprises, rising-generation members have never had
to manage their own lives or finances—well into their thirties and forties—
which stunts development and leads to ownership and succession challenges.
Remember that future ownership could take the form of a beneficiary
owner—someone who receives benefits from a trust that is administered by a
trustee. The risk associated with this type of ownership is that it may inhibit
the rising generation from managing their own finances. Teaching beneficia-
ries to have an owner’s mindset can help them take a more active role in
meaningfully contributing to the administration of the trust.

For an example of how one family enterprise promoted financial responsi-

bility see the box, “How Zak Learned to Manage Money.”

HOW ZAK LEARNED TO MANAGE MONEY

Zak remembers how his parents helped him appreciate the value of money when he did not

stick to his budget during his first year of university. “Just before college, my parents gave
me a credit card to use for necessities but made clear I couldn’t spend above a certain

limit. It was my first time with that kind of financial freedom, so I went a little overboard
in the early months and passed the limit they’d set, buying clothes and college memorabilia,
going out with my friends, and a bunch of frivolous stuff. My parents said they would pay
the extra amount, but that I had to work it off by doing household chores in the summer.
They created fees for different items such as cleaning the garage or walking our dogs —

and they definitely didn’t overpay! Those summer months of working hard around the
house to pay for a bunch of things I didn’t really need made me much more careful about
spending. Even today, I still ask myself, ‘Is this purchase worth the work?” for almost

anything I want to buy but don’t necessarily need.”
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o Encourage travel: Seeing how other people live helps to promote self-
awareness, open-mindedness, and empathy. Domestic and foreign travel
is an effective way to gain such perspective, whether as part of a formal
program—such as a university foreign exchange opportunity—or a self-
guided journey. Encourage young adults in the family enterprise to see a
broad range of cultures, value systems, and socioeconomic levels, to expe-
rience and understand life situations very different from their own. For
example, ZaK’s parents, through a connection with a close friend, set up
an informal exchange program with a family in France with three sons.
Zak visited Versailles for three weeks each summer, and the boys from the
exchange family came to the United States for two weeks each summer
over a three-year period. This exchange created a bond among the boys
that still lasts today and impacted family dynamics. Zak came back the first
summer, praising the value of cooking together as a family, which he did
with his French counterparts for several hours every evening. Prior to that
experience, Zak viewed eating more like a fuel intake process that occurred
between activities than a valuable way to spend time with family.

o Attend family enterprise education programs and conferences: Many formal
educational programs speak specifically to family enterprise needs related
to governance, leadership, and rising generation issues. Some of these
may be sponsored or offered by the family itself, but others take place
at venues including universities, family business associations, and advi-
sory firms. Many emerging adults benefit from these programs. We suggest
approaching them strategically, such as setting criteria for participation
(e.g., age, education level, interest in the family enterprise), and pairing
senior and junior family members to attend together. Requiring attendees
to present their learnings to family members can provide an opportu-
nity to share lessons across the family and to cement the learnings in the
presenter. Family business members often come back “guns blazing” from
such programs, with enthusiasm for driving change on every level. One of
the great benefits of attending these conferences over time is the possibility
to join different organizing committees and foster leadership skills among
peers while being exposed to more learning.

o Establish clear family governance policies—including premarital agreements:
Having clear, logical family policies in place for everything from family
employment (criteria for family members to work in the family business)
to marriage agreements is critical for ownership development. Clarity on
family policies communicates the importance of family involvement and
helps to prevent feelings of unfairness, such as when one branch appears
to get priority for involvement in the business or board. The process of
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setting family policies can be a great way to promote greater learning
and involvement among members of every generation and to ensure their
voices are heard (see the box Family Governance for a sample list of family
governance policy topics to consider).

SAMPLE LIST OF FAMILY GOVERNANCE PoLICY TOPICS

e  Code of Conduct

e  Confidentiality/Privacy

e  Conflict Resolution

e Decision-making

e  Education Funding

e  Expense Reimbursement

e  Family Council Charter

e  Family Discounts

e  Family Heirlooms

e  Family Law Agreements (e.g., prenuptial agreement)
e  Family Vision, Mission, & Values
e  Help in Crises

e  Social Media

Premarital agreements are major topics for business families and potential
sources of conflict and tension. Even raising the idea can be more chal-
lenging than the issue of confidentiality, as most family members will agree
on the latter. The box “Pierre and the Prenuptial” provides an example of one
family’s experience when they didn't have a clear policy.

PIERRE AND THE PRENUPTIAL

When 28-year-old “Pierre,” the oldest fifth-generation cousin in a 120-year-old U.S.
manufacturing business, eloped with his longtime girlfriend, it set off an ownership crisis.
Pierre’s parents, and some other members of the generation with controlling interest,
discovered the new marital status and mandated that all cousins in Pierre’s generation
commit to signing prenuptial agreements and completing estate plans. This command
escalated tensions across the family, pitting generations against each other. While this
example, based on a real-life incident, may be extreme, it highlights how important it is for
emerging adults to take their participation in the family enterprise into account when making
major life decisions. In addition, while each family arrives at their own policy decisions,
fostering open dialogue about these matters, ideally well before they are actually needed, is
best. Making uncomfortable subjects into taboo topics (as many families do) results in
someone forcing the issue, as Pierre did.

Here is an example of how a family enterprise member could tactfully
raise the idea of a prenuptial or similar agreement with a significant other to
promote understanding and openness. Timing for this conversation is crucial;
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ideally, it should happen before any members of the rising generation start
dating in a serious way.

“There is a sensitive topic I would like to talk about with you which can affect
several people including us. One of the things that has brought us together
is our devotion to family. As you know, our family business is likely going to
be passed down to my siblings and me. Since it will be a shared asset, my
family has implemented a policy that helps maintain those assets for future
generations within our family. Therefore, we and other members of the family
need to get a prenuptial agreement. This type of agreement is not only useful
for me, but for you too. It’s aimed at ensuring that everyone, including spouses,
can be properly taken care of, without compromising the company or shared
asset. This is a complex topic and also time-sensitive. But 'm confident that
if we start talking about it openly, we can find an optimal way to develop an
agreement that meets the family’s expectations as well as our shared priorities
for one another.”

The above speaks to the importance of a proactive approach to expecta-
tions-setting, but also normalizes some of the challenges family enterprise
owners face. Taking the time up front will help significant others understand
how some decisions related to work, money, and children will likely be influ-
enced by the family. It also clearly demonstrates that they are valued as new
members of the family. This can go a long way to building stronger long-term

bonds.

o Manage Fiscal Inequality: In 2016, Boston Consulting Group found that
women held more than 31 percent of the private wealth in the world.”
TD Ameritrade, in 2020, found that nearly a third of millennials believe
that the more money you contribute to the relationship, the more say you
should have over spending decisions.® The control of income and wealth
are shifting among genders and generations. Also, gender identity norms
impact marriage relationships. Some research suggest that when a wife
earns more than the husband, a couple is less satisfied with their marriage
and is more likely to divorce.” Like premarital agreements, dealing with
these complex realities of differential income and wealth within relation-
ships is tricky. However, families should discuss these topics that impact

7 Zakrzewski, A. (2020, August 21). Managing the next decade of women’s wealth. BCG Global.
https://www.bcg.com/publications/2020/managing-next-decade-women-wealth.

8 The Harris Poll on behalf of TD Ameritrade. (2020). Breadwinners Survey. https://s2.q4cdn.com/
437609071/files/doc_news/research/2020/breadwinners-survey.pdf.

9 Bertrand, M., Kamenica, E., & Pan, E. (2015). Gender identity and relative income within
households. The Quarterly Journal of Economics, 130(2), 571-614.
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family members. There are also some helpful practices to address these

issues, including adding the topic of differential wealth to married-in

onboarding programs and regularly making time during family meetings
for discussions about money and decision-making rights around assets only
one spouse inherits. '’

o Facilitate self-awareness and self-discovery: Simple assessment tools are an
effective way to increase self-awareness by highlighting strengths and areas
of development. These tools can be used individually or with the owner-
ship group as a whole. Typical tools include emotional intelligence and
communication or conflict style inventories. Of course, some assessment
tools are great, others are less reliable. Even with a very reputable tool, it’s
important to see this information as only one data point. We recommend
avoiding use of these tools to over-categorize people or reduce them to an
acronym. In general, we recommend working with an advisor certified in a
given tool to insure the assessments are applied appropriately. (See the box,
“A Sampling of Self-Awareness Tools,” for tools used in family enterprise
ownership development).

A SAMPLING OF SELF-AWARENESS TOOLS

e  Benchmarks: Leadership skills assessment

e DiSC Assessment: Behavioral assessment

e Emotional Intelligence Inventory (EQ-i): Social and emotional intelligence
assessment

e  Enneagram: Personality type assessment

e  Fundamental Interpersonal Relations Orientation-Behavior (FIRO-B): Interpersonal
behaviors assessment

e  Hermann Brain Dominance Instrument (HBDI): Thinking preferences assessment

e  Kolbe Index: Assesses how people prefer to take action

e Insights Discovery Styles: Personality type assessment

e Leadership Practices Inventory (LPI): Leadership behaviors assessment

e  Myers-Briggs Type Indicator (MBTI): Psychological preferences and tendencies
assessment

e Thomas-Kilmann Conflict Mode Instrument (TKI): Conflict type assessment

e  Via: Character strength assessment

o Join industry or family business associations: Getting involved in industry
associations is a valuable way for young adults to “get their feet wet,” secure
important resources, network, and shape their future plans. Family busi-
ness associations can also help young adult members learn about family

10 Keffeler, K., Hughes, W., & Iglehart, A. (2020). When she has the money: Challenging ancient
conventions and supporting the new normal. Family Enterprise Xchange. https://family-enterprise-xch
ange.com/res/pub/docs/2017Symposium/FromFiscalUnequalsToFinancialDiversity.pdf.
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enterprise dynamics, network with peers, and see examples of how current
and future owners sought opportunities to contribute within and outside
the enterprise. In one business family, the patriarch and founder died
suddenly, and his son left his job to help run the family’s retail busi-
ness. One of the most helpful ways the son got up to speed about the
new industry was by joining an industry association. He attended monthly
events and interacted with a range of owners and operators, gaining
knowledge and connections.

o Join peer groups: Meeting with peers from other family enterprises is helpful
to young adult owners or prospective owners. It provides an opportunity
to share stories and experiences that foster empathy, insights, and provide
a better understanding of life in a family enterprise. Peer groups normalize
the experience and reduce judgment associated with being part of a priv-
ileged family. They also provide leadership opportunities (such as leading
peer group thinking or event-planning) outside the family for becoming
more capable, confident leaders within and outside the enterprise. (For a
discussion on how to get the most from peer groups read Chapter 6.)

o Create a personal mission statement: A personal mission statement can serve
as a sort of North Star for emerging adults as they develop their passion,
interests, and goals and helps other family members understand these
better. The box “Create a Personal Mission Statement” provides pointers
on how to create one.
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CREATE A PERSONAL MISSION STATEMENT

Personal effectiveness expert Stephen Covey refers to developing a mission statement as
“connecting with your own unique purpose and the profound satisfaction that comes from
fulfilling it.” A personal mission statement helps identify what is important to you and
provides direction for your life. Here is a simple formula for starting a personal mission
statement:
Step 1: Identify Past Successes.
Identify four or five areas in which you have had personal success in recent years. These
successes could be at school, work, in your community, within your nuclear or extended
family, or elsewhere. Try to identify whether there is a common theme (or themes).
Step 2: Identify Core Values.
Develop a list of attributes that you believe distinguish who you are and what your
priorities are. The list can be as long as you need. If your family has already done a values
identification exercise, you might start with that list and expand as needed. Once your
list is complete, see if you can narrow your values down to five or six of the most
important ones. Finally, see if you can choose the one value most significant to you.
There are online aids that provide assessments and values lists that can provide a way to
get this step started (e.g., Barrett Values Center https://www.valuescentre.com/tools-
assessments/pva/).
Step 3: Identify Contributions.
Make a list of the ways you could make a difference. In an ideal situation, how could you
contribute best to:
e  The world in general
e Your nuclear and extended families
e Your employer or future employers
e Your friends
e  Your business, as an owner
e The community
Step 4: Identify Goals.
Spend some time thinking about your priorities in life and the goals you have for yourself.
Make a list of your objectives, in the short term (up to three years) and the long term
(beyond three years).
Step 5: Write Mission Statement.
Based on the first four steps and a better understanding of yourself, begin writing your
personal mission statement

o Work within or outside the family business: The family business can
provide excellent professional development opportunities through intern-
ships, entry-level roles, or full-time positions, as long as they are actually
needed in the organization and the next generation member is qualified.
There is an inherent benefit in having family members work in the enter-
prise. They learn values and culture while building familiarity and, often,
an emotional connection to the business. Middle management positions
are an excellent way to observe and learn about the organization, including
its market, customers, and dynamics within the company. Although these
roles are often underestimated, they are valuable opportunities to build
experience and relationships with employees while developing leadership
skills and earning respect from colleagues. Aligning a position with an
emerging adult’s experience is very important. For example, giving well-
qualified young adults a lower level of responsibilities would likely be



96

W. Sage-Hayward et al.

demotivating, such as when someone with years of experience with outside
companies is asked to start at the bottom rung of the corporate ladder
to avoid the perception of nepotism. We recommend that structuring
any opportunities with clear responsibilities and expected outcomes to
maintain consistency and quality while promoting accountability. Some
family enterprises have a long tradition of requiring rising members to
work outside the family business before joining it. Such outside experience
helps emerging adults “prove” themselves in an organization that doesn’t
bear their last name. This approach engenders confidence and credibility
along with valuable skills and knowledge (industry, functional, and inter-
personal). Working elsewhere also provides development time away from
the shadow of strong personalities, which fosters greater independence and
self-confidence. Whether someone should work outside or within the busi-
ness first requires evaluating the needs of the younger family members, as
well as the business.

Participate in enterprise governance: Emerging adults can benefit from
involvement in multiple aspects of governance, typically with a focus
on family governance rather than the business board variety. This could
involve serving on a family council or similar group, participating on a
committee within that council (such as an education committee), or simply
being included in shareholder meetings. Ideally, rising family members can
help decide education topics to prioritize and deliver. Some families create
board observer positions to expose members to the business board. The
best approach is for families to develop guidelines on how members can
become involved based on their age, education, or work experience.

Seek community service opportunities: Community service can be an impor-
tant part of development. It provides an opportunity to give back and see
the problems of other people, which can promote greater self-awareness
and empathy. Many family enterprises have private family foundations
or participate in charitable activities, which are a good place to start.
Becoming a coach or mentor within the community by working with
younger kids through charitable activities or sports is another powerful
opportunity to build leadership skills as well.

Seek mentorship: Emerging adults learn from mentors, including those
outside the family enterprise. A mentoring relationship is among the most
important for human development, as it is meant to guide, through a
dialogue and powerful questions, the mentees to “find those answers that
will most enhance their self-awareness in their journey in pursuit of happi-
ness.” (Hughes, p. 166). A mentor differs from a coach, as the latter’s
mission is to develop skills and practices in the less experienced, while the
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mentor is engaged in a mutual learning process impacting both mentor and
mentee self-awareness.!! Young adults will benefit from hearing insights
from those outside the system(s) who have undergone their own develop-
mental journey, potentially including members of other family enterprises.
Seek to promote such relationships without forcing them. Emerging adults
are sometimes more willing to hear input from external mentors. Exhibit
4.3 highlights the benefits and challenges of using family members versus
non-family members as mentors.

Exhibit 4.3 Benefits and Challenges of Different Mentor Types

BENEFITS AND CHALLENGES OF DIFFERENT MENTOR TYPES
FAMILY MEMBER MENTOR NON-FAMILY MEMBER MENTOR
* Able tohprovlgel gliilda?lc.e on o Shares a different way to view the
é ownership and leadership world than family
= . Opp01.'tun1t)'/ to learn from life e No family bias
Zz experience in the business .
2 . . e Less emotional
A e Ability to pass on the family’s -
value system and ethics e Could have greater credibility
e A family member may lack skill to
be a good mentor
" e Potential for unbalanced perspective | ® Pressure on non-family manager to
4 .
e e Disagreement between mentee and report back _tOA family
= mentor could lead to family tension | © Difficulty gving t01_1gh feedback
2 ) ) ) for fear of job security
5 * Mentorship relationship can be e May not be as strong on the core
affected negatively by political values of family
environment of family

Sample Development Plan: Emerging Adult

Scenario: Zak is now a university student studying engineering and business
administration. He has rented a house with six friends for this school year. His
parents are providing him with a monthly budget he manages on his own
and a first-time credit card (as presented earlier, in section “How-Tos"”). Exhibit
4.4 illustrates a sample development plan based on the topics discussed in this
chapter.

11 For a deeper explanation about mentorship and the difference with other important guiding roles,
see Hughes, J. E., Jr. (2010). Family wealth: Keeping it in the family (Vol. 34). Wiley.
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Exhibit 4.4 Owner’s Mindset: Sample Development Plan
for an Emerging Adult (Zak)

SAMPLE DEVELOPMENT PLAN FOR AN EMERGING ADULT (ZAK)
AREA DEVELOPMENTAL ACTIVITIES
e Move into a house for the first time with friends.
e Create budget for food, car, and general living expenses in addition to
rent money.
e  Have a first credit card, with a limit of $500. He must pay the monthly
g balance off himself, within his budget.
= e Learn to balance food shopping, cooking, cleaning, and going to school
E for the first time.
& e Make time to for interests such as art and squash
e  Plan independent travel, with the goal of expanding perspectives by
seeing new places and cultures; share details of the experience with the
family, including lessons learned.
e Share a house with friends; have house meetings to sort out issues such
as cleaning the house and sharing food.
e Mom and Dad discuss with Zak his first serious girlfriend and the ground
rules when they travel with the family for spring break.
> e Attend two family meetings during the year (July and December).
g e  Plan an event with one senior generation member (e.g., concert or play)
é to create intergenerational bonds
e  Explain the value of spending time during breaks and holidays with
siblings and cousins to stay in touch and stay updated on each other’s
lives.
e Take on the responsibility to organize one of the family vacations, within
a budget and in collaboration with a member of the previous generation.
e Learn from parents’ review of financial statements at annual general
shareholders meeting.
& e  Takes on the task, with cousins, of organizing a learning event over the
Z summer for the annual general shareholder meeting.
; e  Observes a foundation board meeting.
z e  Selects the personal cause of Alzheimer’s (because his grandmother
C suffers from it) to target for his annual donation; also attends Alzheimer
organization’s annual gala event and does the local Alzheimer’s Walk
with his family.
e  Complete a bachelor’s degree in engineering with minor in business.
= . e Secure a summer co-op position at a local firm and discuss
2 & learning objectives in advance with mentor.
é é’ e Attend one or two Next Gen events run by a local advising firm or
5 Z university-based center, with access to a national peer group.
e  Participate in quarterly calls with financial planner to review personal
finances and build financial literacy.
®  Review or create a family bank policy.

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
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of development in your family. Our goal is to inspire you to take a more
intentional approach to development by building a coordinated plan for your
family appropriate to your specific circumstance and context.

Development Influencers

Development opportunities can and should be shaped by a wide range of
people within and outside the family and the enterprise. Think about people
from the groups that follow as potential coaches, mentors, informal advisors,
or general supporters for young adults.

o Parents. Parents are often the largest, most positive influences on devel-
opment in this stage but also the most unwanted! Approaching the
parent-child relationship with care, recognizing it is actively moving to
an adult-to-adult dynamic, and giving space to grow are critical elements
for getting parental influence right. Ideally, parents can serve as important
providers of inspiration, influence, and information, while encouraging the
next generation to pursue outside development opportunities.

o Extended family members. These can be the “secret weapons” of devel-
opment at this stage, as young adults may be more willing to listen to
extended family members than to parents, even if the messages delivered
are similar. After all, as the joke goes, there’s a reason grandparents and
grandkids get along so well: they share a common enemy! Peers, especially
older siblings or cousins, can be valuable partners on the development
journey, as they have likely faced the same questions and decision points
as those in young adulthood, including finding their potential role or
contribution within the enterprise. Aunts, uncles, and in-laws may also be
important influencers in this stage, so look for opportunities to promote
communication between young adults and these relatives, such as through
family reunions, shareholder meetings, or other events. Note that regardless
of the influencer, it’s especially important for family branches to commu-
nicate the same messages to young adults. For example, if one branch
communicates that the family employment policy is unimportant, this can
cause tension with other branches and across the system in general. See the
box, “Alice’s Unexpected Inspiration,” for details on how a young family
enterprise member was influenced by her grandfather.
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ALICE’S UNEXPECTED INSPIRATION

“Alice,” a third-generation member of a South America-based import business, faced a
challenge. She had to secure approval for transportation of high-priced items into the country
and struggled to get in touch with the officials responsible because of office closures, red
tape, and other barriers. Thinking about the problem, Alice remembered stories she’d heard
from her grandfather, the business founder, who’d died when she was still a teenager. Quick-
thinking and resourceful, he had always found creative solutions to problems including how
to deal with the country’s challenging bureaucratic environment. Her grandfather told her
with pride about the time he had booked a train ticket in the same car as a government
official, to secure a much-needed permit. Inspired, Alice found a way to “accidentally” meet
the official in charge of the approval she needed and won the much-needed authorization
based on that personal contact. In this way, her departed grandfather indirectly served as a
role model who helped accelerate Alice’s development in young adulthood.

o Non-family executives or directors. Non-family leaders associated with the
enterprise are high-potential sources of influence because they know the
family intimately but are not formally part of the family. That can take
the pressure off the family to provide tough development-related feedback,
for example. Whether through formal mentorship programs, board obser-
vation, or casual interactions, look for ways to bring emerging adults into
contact with these leaders for mutual benefit.

o Qutside advisors and community members. In the family enterprise space, an
increasing number of advisors are providing services related to succession,
leadership, and other areas requiring personal development. Beyond family
enterprise advisors, there is no shortage of mentors, coaches, teachers,
therapists, and others fulfilling development-related roles in the broader
community. Create opportunities to promote development through these
relationships, as suggested by the box, “Zoe Finds a Money Mentor.”

ZOE FINDS A MONEY MENTOR

While still in college, Zoe became interested in personal finance. Her parents were more
than willing to help her think about saving, investment, and other financial strategies, but
she realized she wanted someone outside the family who could provide a more impartial
view. She approached one of her finance professors and offered to do some pro bono
research for her in exchange for regular meetings to discuss money management. The
arrangement worked very well. Zoe did research on the long-term effects of the Great
Recession while hearing her professor’s view on personal investing, including as related to
stocks, bonds, real estate, and other asset classes. Zoe ended up advising her parents on
investments with which they weren’t familiar. This afforded her the opportunity to impress
them while gaining their confidence about her money management skills.

o Other entrepreneurs. Having a network of businesspeople, including other
family business owners, to mentor emerging adults can be quite powerful.
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Where to Start?

We've offered a great deal of advice and strategies about developing an
owner’s mindset in emerging adults. But it's dangerous for a family to put
too much on the plate of a rising generation family member given what is
happening at this stage of their lives. So, where do you start? The general
idea is to start where you are but within that context focus on promoting
greater independence and resourcefulness.

Parents naturally focus on the collective element of development, wanting
to ensure children appreciate the family system and continue being
engaged. But this has to be balanced with creating opportunities for inde-
pendence while communicating that independence and interdependence
are not mutually exclusive. It’s important to be able to function inde-
pendently of the family, but also to spend meaningful time together and
interact to maintain cohesion in the family.

“Do I really want to be part of the enterprise, and if so, in what capacity?”
is an ongoing question for family members in this stage. Helping the
rising generation find an answer means not forcing a choice on them, and
providing opportunities for greater independence, such as having them
travel on their own, attend school away from home, or learn to manage
their own money. Recognize also that the balance between independence
and interdependence will shift and evolve over time. Emerging adults who
state emphatically that at one stage they'd never join the enterprise in any
form sometimes see the value of involvement once they experience the real
world. It is also important for them to recognize that working with the
business is far from the only way to be involved as an owner. Others, who
seem committed to being part of the enterprise from an early age, may
find the opportunity less lustrous in the face of other choices. Hopefully,
by now, it is also clear that there are many ways to be part of an enter-
prising family and that working in the operating business is only one of
many.

The idea is to be focused but flexible while promoting opportunities
that foster independence and ensuring emerging adults see the value of
remaining connected to the family and enterprise.
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Things to Look For

Our discussion so far suggests that promoting an owner’s mindset in emerging
adults may not be easy. Here are several specific pitfalls to anticipate and
avoid.

o Qverdoing it. “I just want to go to school and hang out with friends, and
you want to talk about the business 24-7,” one young family enterprise
member told his parents at a family meeting. It might be tempting, espe-
cially for do-it-all family enterprise owners, to bombard emerging adults
with development opportunities, from internships to mentorship to service
roles. Instead, you first try to understand your emerging adults’ interests,
capacity, and willingness to participate. It’s perfectly natural for a 20-year-
old not to want to observe a board meeting or plan a family reunion.
Balance providing opportunities with giving room for independence. Let
young adults have a say in what development goals and opportunities they
prefer. Present content in an engaging ways; strive to create appeal without
forcing commitment. Also recognize that some later-generation owners
provide too little exposure to the enterprise, making the rising genera-
tion wish theyd known more when they were younger. Aim for that tricky
balance between too much and too little.

o Failure to launch. This is the name given to the collective issues facing
emerging adults who fail to assume adult responsibilities such as finan-
cial self-sufficiency and independent decision-making. The causes vary and
include untreated mental health issues, lack of motivation, and challenging
family dynamics. The first step is to distinguish between failure-to-launch
issues and more typical young adult challenges. If failure to launch is truly
the concern, then setting and managing boundaries and expectations is
a critical step. In addition, mental health professionals may also provide
support to both the parents and the emerging adult.

o Failure to appreciate natural developmental stages. Families, as part of their
life cycle, experience developmental stages that naturally either bring
members together or take them apart, as shown in Exhibit 4512 Life
stage forces that encourage closer bonds between family members include
marriages, childbirth, child-rearing, and grandparenting. However, other
stages of family development such as adolescence, mid-life crises, and
retirement can cause families to move apart and become more dispersed.

12 For more on this model of family development see Combrinck-Graham, L. E. E. (1985). A
developmental model for family systems. Family Process, 24(2), 139-150.
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Keep these dynamics in mind when considering development to balance
fostering independence and interdependence.

Exhibit 4.5 The Family Development Life Cycle

Grandparenthood
Childrearing
Childbirth
Late Middle Marriage Middle years ~ Settling  Plan for
adulthood adulthood  courtship of childhood Town retirement

Adolescence

40's
re-evaluation

Retirement

Stimulating excessive competition. Competition is common in families, espe-
cially in business families who place a premium on success, including
education and business results. While competition may stimulate increased
performance, we discourage families from fostering internal competition
by comparing children or pitting them against one another for specific
roles. Development activities such as pursuing education, professional
opportunities, and governance roles can breed the negative variety of
competition. It’s important that you provide development-related messages
about the range of ways in which people with different styles, competences,
and interests can participate in the business, governance, philanthropy, or
other efforts. Align that message with stated family values of diversity and
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inclusiveness. Recognize there are multiple forms of intelligence and cele-
brate them.!? Bur also accept that some roles such as business leadership
may be implicitly valued more highly by the family and broader society.

o Unmanaged expectations. When a family contemplates the sale of their
enterprise, generation members who have been preparing for this role both
emotionally and mentally as well as through education and development
may be shocked and devasted. The loss of opportunity, shift in direction
and goals, and perceived wasted time and energy for a nonexistent future
can be traumatic (Hughes, 1999).14 In these cases, ensuring healthy open
dialogue about the sale before, during, and after it occurs is critical for
mitigating a negative impact. In addition, helping the rising generation
see their preparation for ownership as creating value for their future even
though that future may differ from their expectations is paramount.

Strategies on developing an owner’s mindset in emerging adults is provided

in Exhibit 4.6, the Chapter Summary.

13 See for example Armstrong, T. (1999). 7 kinds of smart: Identifying and developing your multiple
intelligences (Revised, Updated, Subsequent ed.). Plume.

14 Hughes, J. E., Jr. (1999). A reflection of the sale of a family business as an event of trauma. The
Chase Journal, 111(2).
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Exhibit 4.6 Emerging Adult Stage Summary

WHY

WHAT

WHY EMERGING ADULTS STAGE
MATTERS

@ The window of focus on the nuclear family

is closing

® Family roles and relationships are
changing

® |t's a time of self-discovery

Launching a career adds anxiety and
stress

® Young adulthood is a stage that offers

greater potential innovation but has
lower impulse control

DOMAIN DEVELOPMENT GOALS

KEY MESSAGE

The door to involvement in
the enterprise is open and,
there are many different
paths through which next
gens can contribute.

HOW TOs

® Promote learning and education:

of an undergraduate degree,
certification in a specific area or
vocational training in an area of
interest or passion

Foster individuation: ensure
emerging adults develop a sense for
who they are and what matters to

Encourage travel
Join peer groups

Create a personal
mission statement

Seek community service
opportunities

Create accountability

them and how to put these into ® Facilitate self-awareness
Individual action within and outside the family & self-discovery
Facilitate independence: grow the
ability to take care of one's own
needs, finding solutions to challenges,
and assuming responsibility for one's
decisions while considering impacts
on both people and their
environment
Promote an understanding of the ® Attend family enterprise
“I-We-It" tradeoffs: learning how education programs and
decisions made within the family affect conferences
the individual (1), the family (We), and . .
. °
the enterprise (i) Establish clearf_amly
governance policies—
Advance teamwork capabilities: including premarital
As part of a rising team of owners, agreements
mergin Its n vance their . . .
emerging ad_u t.s eed to advance the ® Participate in family
relational skills: -
. . governance meetings
- Collaborative problem-solving
- ® Foster a constructive
- Trust building emotional environment
- Framing and reframing by expecting and
Family teaching self-awareness,

- Reactivity management (how to con-
tain and avoid disruptive emotional
reactions)

Redefine ‘family’: The definition

of ‘'who we are as a family’ requires
reflection and dialogue as they move
into being a family of adults and away
from the parent-child dynamic of the
past

communication and
conflict management
skills

SAMPLE DEVELOPMENT PLAN
FOR ZAK

® Move into a house for the first
time with friends

® (reate budget for food, car,
and general living expenses in
addition to rent money

® Get first credit card, with a
limit of $500. Pay the monthly
balance off himself, within his
budget

® |earn to balance food shopping,
cooking, cleaning and going to
university for first time

® Make time to for interests such
as art and squas

® Plan independent travel, with the
goal of expanding perspectives
by seeing new places and
cultures; share details of the
experience with the family
including lessons learned

® Share a house with friends;
have house meetings to sort
out issues such as cleaning the
house and sharing food

® Mom and Dad discuss with Zak
his first serious girlfriend and the
ground rules when they travel
with the family for spring break

@ Attend two family meetings
during the year (July and
December)

@ Plan an event with one senior
generation member (e.g.,
concert or play) to create
intergenerational bonds

@ Plan to attend a family business
conference with siblings and
cousins to learn about family
governance together

® Take on the responsibility to
organize one family vacation
within a budget and in
collaboration with a member of
the senior generation
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DOMAIN

Family

Ownership

Business/
Industry
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DEVELOPMENT GOALS

® Advance understanding of the
“technical” aspects of ownership:
Including ownership and business struc-
tures, trusts, estate plans, prenuptial
agreements, voting rights and business
and family governance bodies and
processes

® Foster responsibility and sense of
stewardship: Developing skills to
care for and manage assets for future
generations

® Promote financial literacy: Furthering
knowledge and understanding of
reading and asking questions about
business results including but not
limited to financial performance

® Explore career interests and
opportunities: Post completion
of education, promote a thorough
exploration of goals, strengths and
passion to find work interests that
resonate and provide fulfillment

® Continue to build on knowledge of
business and its industry: Start at
the appropriate level based on skill and
education if working in the business; if
not, then learning about the core func-
tions of the business (e.g., operations,
marketing, and the like)

® Foster personal leadership skills:
Set a direction and destination for your
life and learning that good leadership
consists first of learning to follow

HOW TOs

® Seek mentorship

® Meet and learn from
key business and family
advisors including attor-
neys, accountants and
other professionals

® Seek community service
opportunities

® Join industry or family
business associations

® Work within or outside
the family business

® Join a peer group

SAMPLE DEVELOPMENT PLAN
FOR ZAK

@ Review and update family

code of conduct. Build a policy
on getting help during a crisis
and sharing/maintaining your
recreational property

Review corporate structure and
financial statements at annual
general shareholders meeting

Start a cousin committee
responsible for organizing

a learning event over the
summer for the annual general
shareholder meeting (e.g., learn
joint decision making)

Observe a foundation board
meeting

Select the personal cause

of Alzheimer's (because his
grandmother suffers from

it) to target for his annual
donation; also attends Alzheimer
organization’s annual gala event
and does the local Alzheimer's
Walk with his family

Participate in quarterly calls
with financial planner to review
personal finances and build
financial literacy

Review or create a family bank
policy

Complete a bachelor's degree
in engineering with minor in
business

Secure a summer co-op position
atalocal firm and discuss
learning objectives in advance
with mentor

Attend 1 or 2 Next Gen events
run by a local advising firm or
university-based family business
center, with access to national
peer group

Review & update (or create)
family employment policies
specifically compensation and
reporting relationships as well as
employment of family friends
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SAMPLE STORIES, EXERCISES AND KEY OWNERSHIP
TOOLS DESCRIBED IN THE KEY INFLUENCERS ~ TERMS FORTHIS  THINGS TO WATCH OUT FOR
CHAPTER STAGE

® “We Ride at Dawn": The Senft ® Parents ® Articles of ® Overdoing it

Family’s Devel A h . | i .
amily’s Development Approac ® Extended family ncorporation ® Failure to launch
® When the F s Vision B . ® Benefici . .
Bla;?;;e ounder’s Vision Becomesa & Non-family eneficiary e Failure to appreciate natural
executives or ® Bylaws developmental stages
° - )
Create a Culture of Accountability directors o Eniity e Stimulating excessive
® 7ak's University Budget and ® Qutside advisors ° ’ competition
Budget to Money and community Estate Planning
. . members ® Family
® Family Governance Policies o Other Foundation
® Pierre and the Prenuptial entrepreneurs e Operating
® How to Open Dialogue About Agreement
'c—>. Prenuptial and Similar Agreements e Ownership Type
% ® A Sampling of Self-Awareness Tools ® Shareholder
T e Create a Personal Mission Statement Agreement
® Benefits and Challenges of Different ® Succession
Mentor ® Sweat Equity
® Alice's Unexpected Inspiration ® Trust, Trustee
® 7Zoe Finds a Money Mentor

The Family Development Lifecycle

Suggested Additional Readings
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Your Guide to the Future. A Family Business Publication. Palgrave Macmillan.
Burnett, B., & Evans, D. (2016). Designing your life: How to build a well-lived, joyful
life (1st ed.). Knopf.

Grant, A. (2014). Give and take: Why helping others drives our success (Reprint ed.).
Penguin Books.

Hibbs, ]. B., & Rostain, A. (2019). The stressed years of their lives: Helping your kid
survive and thrive during their college years. St. Martin’s Press.
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Zak and Zoe—Early Adult Stage

Zoe and Zak are now in their early thirties and have become more involved
in their family enterprises in formal and informal ways.

Zoe has worked outside the family business since graduating from college.
She attempted to launch an organic farming business but found too much
competition in that space and pursued her interest in apparel instead. She
took a job as a finance analyst with a clothing company, ultimately ascending
to a position as VP of Sales and Marketing at a major company. Married to
Tom, an investment banker, she is also an executive MBA student and new
mom. She’s now on extended maternity leave and is pondering her career
future. She’s enjoying her current role but has been asked by her cousins to
consider returning to the family enterprise. With her new, expanded family,
the potential to live closer to a support system and have more professional
flexibility looks very appealing. She was gifted ownership about three years
ago and has served on the board for a year.

Zak has taken a less linear career path since college. Initially working
with an engineering consulting firm, he joined a group of college classmates
working on an early-stage tech business, a new offering in the social media
space. Zak has learned a great deal as an entrepreneur which has made him
more interested in his family business, particularly in how technology could
be used more effectively. Though he holds no formal role in the family busi-
ness or its governance, Zak has hinted that he would like to help the business,
potentially as a technology advisor. Meanwhile, Zak lives with his longtime
girlfriend.

This chapter is about the development of an owner’s mindset for family
members like Zak and Zoe, individuals in their mid-twenties to late-thirties,
who are typically juggling a range of professional and personal responsi-
bilities. First, we start with a real-life family enterprise whose co-founder
shares how the company started ownership development with their rising
generation—early adult sons.

Developing the Next Generation at Danica Imports

For the two families that own Danica Imports, development of an owner’s
mindset is a constant work in progress.

In 1984, Rodney Benson and Jeremy Braude purchased Danica Imports,
and in 2004 acquired Now Designs, creating a single home décor design
company with a unique style. Their sons Gary and Jon joined the busi-
ness while in their late twenties, and remain with the firm today, many years
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later. Jeremy shared with us some of what the families have learned on their
ownership development journey.

“[ really started thinking about ownership development only once our sons started
in the business,” Jeremy says. For example, he and Rod took Jon and Gary to Asia
to have them meet their suppliers and learn about their operations and cultures.
They also took great pains to ensure the next generation understood their values
and guiding philosophy. “We want them to understand that our business is about
advancing social good, not just about making money. We take an inverse-pyramid
approach that puts the customer on top, sales reps and other employees next, and
the owners at the bottom.”

Ownership development also meant understanding what roles the sons
were likely to take on in the future. For example, because of their age and
interests, neither Jon nor Gary had contemplated taking on the CEO job
until recently, so their fathers helped them understand how best to work
with the non-family CEO who has been leading Danica since they retired.
“We needed to make sure they would collaborate with the CEO and that the
CEO became a good mentor for them,” Jeremy says, recognizing this view
required encouraging strong self-awareness in his son and Gary.

Rod and Jeremy also brought in outside advisors to help with developing
an owner’s mindset and other issues. “We wanted Jon and Gary to understand
their roles and responsibilities especially as related to the financial side and to
be able to interpret the numbers, so they understand how things are going,”
Jeremy says. “We also wanted them to admit it when they didn’t understand
something and when they made a mistake.”

The first priority for both founders was promotion of collaboration and
trust between their sons. “They need to support each other and try to take
the emotion out of it,” Jeremy says. “People build trust over time by being
empathetic to one another.” Jeremy and Rod believe a foundation of support,
trust, and collaboration will help the next generation take on challenges such
as creating a new shareholders agreement and working as directors to under-
stand the business’s strategy and direction. “In the end,” Jeremy says, “both
parties have to be satisfied with a decision. It doesn’t work if only one person
is satisfied.”

On the family governance side, Jeremy explained, “The Braude family does
not have structured family meetings as that is not how our family operates.
What we do is have fairly constant discussions on this topic.” This approach
is a good illustration on not having a “one size fits all” approach to devel-
opment. Each family needs to design its own development path based on its
unique circumstances, requirements, and family culture. As our conversation
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with Jeremy highlighted, the families behind Danica have put into place the
philosophies and processes that foster ownership development in early adult-
hood. This chapter focuses on helping early adults like Jon and Gary become
effective owners.

The Early Adult Stage (Ages 25 to 40) and Why It Matters

This early adult stage is when many people will achieve major milestones such
as finishing their education, building a career (or two or three), engaging
in a longer-term romantic relationship, and having a family. It’s a time of
both stability and change as people settle into roles and relationships but also
consider new ones that align with their interests, values, and capabilities.

Regarding family enterprise ownership, this stage is important for many
reasons, including:

o From becoming to being: For some family enterprise members, this stage
involves transition from a “rising” owner to a full-fledged owner with
attendant rights and responsibilities. Therefore, one goes from a state of
becoming an owner to actually being one, and must learn how best to
perform as an owner. Of course, the timing of the transition will vary
among families. In some enterprises, young children are already formal
owners; others have members well into their forties, fifties, and even sixties
who have very limited ownership. In this stage, people are also more likely
to be involved formally in governance, as related to business, family, or
philanthropy. This involvement can mean anything from just observing to
serving as a director or chair. Gaining skills at the intersection of ownership
and governance is critical.

o Crystallized sense of stewardship and succession: For early adults, the idea
of succession is no longer abstract, as they often have an ownership role
with full decision-making powers for the first time. Many people in this
stage also may become parents and come to appreciate stewardship as a
key principle. This gives them a stronger desire to take care of an enterprise
they want to pass to the next generation and they begin to consider how
to involve the next generation for their eventual ownership.

o Multiple role demands: Early adults face the challenge of managing and
balancing multiple roles and responsibilities: spouse; parent; adult child;
professional; family enterprise owner, employee, or both; volunteer; and
others. Each role demands time and energy, which can make giving
sufficient attention to any one role challenging and stressful.
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o Role transitions: Siblings and cousins working together as owners for the
first time often find that the new ownership role challenges their rela-
tionships, regardless of their familiarity as well as how they got along
in the past. Clashes can erupt over roles and responsibilities. An owner’s
mindset, paired with strong ownership literacy, enables everyone to be
more proactive and intentional, which leads to more effective and harmo-
nious decision-making (see the box, “Smoothing Transition to the Next
Generation”).

SMOOTHING TRANSITION TO THE NEXT GENERATION

Zoe’s father invited the whole family to attend a program called Road Map
for Entrepreneurial Families, over a weekend. Eight members of the family,
including two spouses, along with four other business families attended. The
program provided an opportunity for Zoe’s family to learn how families navi-
gate the complex world of transitioning a business to the rising generation.
In the process, they also learned so much from the other families in the
room. One of the primary outcomes was that everyone felt relieved that they
were not the only family experiencing the tension and conflict generalized by
passing the baton to the next generation. Also, having everyone attend this
weekend helped convey information and started the conversation among the
cousins about being partners in the family enterprise, which Zoe’s father felt
was a giant step forward.

o Need for collaboration and teamwork: Strong relationships which are charac-
terized by trust, communication, commitment, consistency, and empathy
are generally associated with well-being across life domains.! In a family
enterprise, strong relationships lead to better decision-making among
owners and, ultimately, greater family harmony. Gibb Dyer calls this the
“F Factor.”? It is critical for owners in this stage to understand the power
of these close bonds and have the capability to promote them, especially
with cohort members such as siblings and cousins. An essential element of
developing an owner’s mindset is relationship-building and maintenance
including repair skills among family members.’

o Already bur nor yet”: “Already but Not Yet” is a challenging condition
many early adults experience in family enterprise. They may already have

1 See for example Feeney, B. & Collins, N. (2014). A New Look at Social Support: A Theoretical
Perspective on Thriving Through Relationships. Personality and Social Psychology Review, Volume 19,
Issue 2, 2015.

2 Dyer, G. (2019). The Family Edge. Familius.

3 Astrachan, C., Waldkirch, M., Michiels, A., Pieper, T., Bernhard, F, (2019). Professionalizing the
Business Family. The Five Pillars of Competent, Committed and Sustainable Ownership. Family Firm
Institute Research Report.
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or soon will be an owner, but they don't yet have authority over the busi-
ness or enterprise. They are often told, “This is your company,” but they
have little or no control. Decision-making and control typically remain the
purview of the older generation. The best strategy is for the early adults to
see this as an opportunity to continue learning and development (as it is a
never-ending process). The young owners should be encouraged not to feel
sidelined but to use the time and space they've been given to develop their
capabilities on collective decision-making, problem-solving, conflict and
boundary management, and other tasks. This process will help them boost
their individual effectiveness while helping them develop strong relation-
ships with fellow stakeholders including other owners in their generation,
senior executives, and governance leaders. Such growth will accelerate early
adults’ timeline to making key decisions for the enterprise, stepping more
quickly past the “not yet” part.

o Transitioning from adult-to-child to adult-to-adult interactions: As noted in
the Emerging Adult chapter, but worth stressing here as well, one critical
goal at this stage of life is for the interactions between parents and early
adults to shift from being a parent-child relationship to where parents and
their adult children are communicating more like peers on an adult-to-

adult level (see Exhibit 5.1).%

4 For more on how transactions between family members change over life see Berne, E. (1961).
Transactional Analysis in Psychotherapy. Grove Press.
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Exhibit 5.1 Evolution of Parent—Child Relationships

Parent Parent

Transition is slower
and more challenging

Transition occurs
fast and naturally

Child Child

This transition is typically more challenging for the parents, given their role in
the relationship. It is often less challenging for the “children” because growing
into an adult can feel natural and fast to them. The box, “Please Don’t Treat
Me as a Child,” provides an example of these often-challenging dynamics.

“PLEASE DON’T TREAT ME AS A CHILD!”

“Maya,” the 37-year-old daughter and VP of a Mexico-based marketing agency, had
struggled to gain credibility in the eyes of her father, the business’s founder and CEO.
“Please don’t treat me like a child,” she asked him when he opposed her attending key
meetings and negotiations or taking on important initiatives earlier for the firm. Over time,
he became better able to see her as the high-performing professional she was, and she rose
to become one of his top executives. As her responsibilities grew, Maya sometimes talked
down to her father, particularly about his inability to understand the value of new social
media strategies, given his unfamiliarity with digital platforms. “Remember when you asked
me not to speak to you as a child,” he said to Maya. “Now, I ask you to do the same for me!”
The two worked with an outside advisor who helped them recognize their relationship
dynamics. The advisor taught them how to identify the ego state from which they were
communicating (the “child” or the “adult”) and, at the same time, to realize to which ego
state they were sending their message. The advisor then facilitated monthly (and later
quarterly) meetings where they discussed and assessed the success of their regular
interactions and tried out alternative approaches. As they practiced and grew more proficient
at treating one another as adults, they significantly reduced the tension between them and
improved their relationship.
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Central Theme: Adulting is Hard

“Adulting is hard.” This is a popular saying and online meme among those
approaching adulthood or recently arrived on the stage.

Many adults in this stage change jobs multiple times across domains.
LinkedIn crunched numbers from its millions of users to find that job-
hopping has become much more common than in the past, with younger
adults leading the way, driven in part by the disappearance of “permanent”
positions.” Even baby boomers (those born between the 1940s and mid-
1960s) held nearly twelve jobs, on average, between the ages of 18 and 48,
according to the U.S. Bureau of Labor Statistics.® People change careers more
often now too, though this can be harder to measure. In addition, people’s
marital status often also changes, as reflected in the much broader definition
of “family” today, which includes more single-parent households and blended
families than in the past.

Another trend contributing to early adult challenges is the growing sense
of loneliness among this cohort today, especially in the United States. While
about 20 percent of American adults reported feeling lonely in 1980, the
figure had more than doubled thirty years later.” Writer Brené Brown chalks
up this increased loneliness to a growing feeling of social disconnection,
powered largely by fear.® Fearfulness, she argues, has grown in the United
States, especially since the terrorist acts of 9/11, but has been exacerbated
by growing divides around race, gender, class, political affiliation, and other
demographics.

Taken together, these trends suggest that early adults today struggle with
both managing multiple roles and knowing exactly where they fit into society.
When the role of family enterprise owner is added to this mix, it is not
surprising that this feels overwhelming to many due to the sense of responsi-
bility for one’s family. That’s a challenge many early adults face in this stage,

5> Berger, G. (2016). Will This Years College Grads Job-Hop More Than Previous Grads?
LinkedIn Blog. Retrieved from https://blog.linkedin.com/2016/04/12/will-this-year_s-college-grads-
job-hop-more-than-previous-grads.

6 U.S. Department of Labor, Bureau of Labor Statistics Fact Sheet. Retrieved from https://www.bls.
gov/nls/nlsfags.htm#anch41.

7The survey involved older adults (45 years + ), but still captured a general sense of loneliness
common among younger adults as well. See American Association of Retired Persons, “Loneliness
Among Older Adults: A National Survey,” (2010). Retrieved from https://assets.aarp.org/rgcenter/gen
eral/loneliness_2010.pdf.

8 See for example Brown, B. (2017). Americas Crisis of Disconnection Runs Deeper Than Politics.
Fast Company. Retrieved from https://www.fastcompany.com/40465644/brene-brown-americas-crisis-
of-disconnection-runs-deeper-than-politic.


https://blog.linkedin.com/2016/04/12/will-this-year_s-college-grads-job-hop-more-than-previous-grads
https://www.bls.gov/nls/nlsfaqs.htm#anch41
https://assets.aarp.org/rgcenter/general/loneliness_2010.pdf
https://www.fastcompany.com/40465644/brene-brown-americas-crisis-of-disconnection-runs-deeper-than-politic

5 Embracing Ownership Commitments ... 117

as they work to develop knowledge, credibility, and capability as owners while
managing many other roles and commitments.

You don’t want to overwhelm owners or prospective owners in this already-
challenging stage of life but it’s essential that everyone understand these
challenges so they can be effectively managed within the context of ownership
development. The good news is that many of the skills required for effective
ownership are the same ones needed for effective performance on most other
major life dimensions, whether related to communication, collaboration,
financial literacy, or other subjects covered in this book.

Development Goals

Here are the highest priority goals for early adults across our four key
dimensions of ownership development (Exhibit 5.2).
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Exhibit 5.2 Owner’s Mindset: Development Goals For Early Adults

OWNER’S MINDSET: DEVELOPMENT GOALS FOR EARLY ADULTS

AREA

DEVELOPMENTAL G OALS

INDIVIDUAL

Foster development on several interrelated dimensions at the individual
level.

Inner strength and fulfillment: Strengthening competence, finding, and
pursuing purpose and boosting intimacy and affiliation with others
including partners and spouses, family, and friends.

Emotional and social intelligence: Gaining greater emotional
intelligence, or EQ, smooths the way to better relationships and involves
self-awareness, self-regulation, empathy, listening skills, conflict
management, and many other people-focused capabilities.
Engagement: Early adults bring vital energy to family meetings, reunions,
and other events, often because they are viewed as successors. So,
maintaining or building positive experiences and feelings about the
family and enterprise is an important goal in this stage.

FAMILY

With respect to family and relationships, promote and foster the
following:

Becoming interdependent: This is about forming partnership
relationships; leaving behind sibling rivalries and other issues by
renegotiating family roles and relationships; accepting new members into
the system (e.g., in-laws).

Family Glue: Relationships are critical as people come

together around decision-making in the enterprise; such bonds are the
glue holding the family together. Intentional focus on building close ties
with family, board members, and executives is core to ownership
development.

Parenting/co-parenting skills: Many early adults become parents. In
family enterprise that means nurturing the next generation to become
effective owners, such as preventing a sense of entitlement through having
children help with household chores and understand family values.
Previous chapters discuss fostering ownership skills in young children
and adolescents.

Emotional maturity: We place even greater emphasis on healthy
boundaries within the family in this stage, because early adults are
finding their optimal roles within the family amidst complex dynamics
including family employment and the arrival of grandchildren.
Seemingly simple things such as managing how much time
grandchildren and grandparents spend together can quickly illuminate
boundary issues and should be handled proactively.

OWNERSHIP

Promote the goal of moving from becoming to being an owner, which
requires:

Vision and Goals: Including definingone’s own vision of how to create
and participate in a more collective vision; communication and
collaboration with other owners around the enterprise vision and its
components including growth, risk, profits, and liquidity; how to create
conditions (such as educational opportunities) that build effective owners
in each generation.

Ownership decision-making: Develop a deeper understanding of
ownership terms and decisions, with growing mastery in this area
especially as it relates to making collective sibling and cousin decisions.
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OWNER’S MINDSET: DEVELOPMENT GOALS FOR EARLY ADULTS

AREA DEVELOPMENTAL GOALS

* Contribute significantly to governance: This might mean leading the
charge to institute more formal governance (such as an ownership
meeting, or a business board with independent directors). Knowledge
related to governance goals (promoting oversight, commitment,
communication transparency, development, and trust) and executing on
these (through structure, process, and participation) is paramount.

OWNERSHIP

The development goals in this area are associated with different types of
owners:

* Operating and governing owners: This group should be gaining breadth
and depth in areas ranging from strategy to finance to marketing, along
with evolving leadership skills to be effective, rising managers. Early
adults who will become operating owners should be advancing their
functional expertise and planning, along with their coaching, decision-
making, and problem-solving skills.

* Non-operating engaged owners: Promote strengthening of their business
and financial literacy so they understand financial and business reporting
and can ask good questions of operating and governing leaders.

BUSINESS / INDUSTRY

How-Tos

The ideas here describe multiple mutually reinforcing opportunities to
promote the development of an owner’s mindset in this stage. The core goal
is to help early adults learn continuously and contribute broadly to positive
dynamics and decision-making for the family and enterprise. This is espe-
cially important, given many rising generation members did not volunteer
for the ownership role; rather, ownership is bestowed upon them. As Hughes
et al. (2013) so aptly describe, when a meteoric gift (ownership) comes
without spirit, education, and preparation it will rarely promote growth and
enhancement. Frame ownership development activities in this stage as being
important for early adults’ growth and the family’s legacy, but also design the
activities to help them “earn” the responsibilities and benefits of ownership,
by expressing their interest, capabilities, and enthusiasm for this role. Our
suggested How-Tos for this stage include:

o Include owner’s meetings in your governance structures: Often family firms
focus on governance in the family and business systems but miss the
ownership system. An owner’s meeting (which at this stage may include
prospective owners) could simply be an allocated time slot with specific
agenda items or a separate meeting all together. Current and prospec-
tive owners benefit greatly from meeting to discuss topics related to the
ownership system identified in the following list.
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— Owners’ vision and values

— Ownership Goals (profitability, growth, liquidity)
— Risk management

— Corporate Structure (legal)

— Shareholders’ Agreements

— Election of Board of Directors

— Redemptions

— Trusts

— Distributions

— Policies (e.g., social media, dividends, family law agreements, etc.)
— Insurance Plans

— Estate Plans

— Ownership Succession

— Ownership Development

— Family enterprise governance

— Communication and Information Sharing

o Clarify roles and responsibilities: Role clarity facilitates effective working
relationships. Families who delineate and specify roles early on—even well
before the next generation reaches adulthood—reap rewards including
engagement and interest in the enterprise and its governance. It’s critical in
this stage that everyone has a sense of who’s responsible for what—whether
as employees, governance leaders, or active owners—and how to address
conflict around “border disputes.”

o Focus on boundary management: Boundaries are fundamental to family
enterprise, within the family itself and among other constituent groups
like owners and managers. Poor boundaries can cause a lack of commu-
nication as well as clarity, disengagement, and relationship challenges at
the person-to-person and collective family level. It is important for early
adults in the enterprise to be mindful of boundaries and to identify and
manage them. Often, breaking boundaries may be a symptom of failing to
follow family values. For example, if one family member in a dispute with
a cousin talks about the conflict with a third person (rather than the cousin
with whom they have the conflict) they are triangulating.” This behavior

9 Triangulation is a fundamental concept developed by Bowen. Triangulation occurs when a third
8 Y 8

person intervenes or is drawn into a conflicted relationship between two others in an attempt to ease
tension and facilitate communication.
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does not resolve the problem and likely violates the “direct communica-
tion” value that many families hold dear. Dealing with a porous or rigid
boundary issue can strengthen both the value and the bond.!°

o Continually seek family enterprise education: Family members are in an
ideal position to benefit from learning in this stage, because (1) they have
likely completed or will soon complete their formal general education and
can now focus on knowledge areas in which they’re most interested; (2)
they have a growing base of experience to inform what they learn; and
(3) they have specific opportunities to apply what they learn, such as
to their family enterprise employment or governance roles. Key sources
of continued family enterprise education are vast and include MBA and
master’s degrees, certificate programs through university-based or other
family business centers, online courses relevant to family enterprise and
other areas, and conferences or workshops.

o Promote self-awareness: Increased self-awareness, an essential element of
emotional intelligence, helps people collaborate more effectively in any
domain and reach higher levels of fulfillment. Understanding oneself on
multiple dimensions is critical as part of development, including one’s
status needs, learning style, relational preferences, personality, triggers, and
the like. All of this influences our interactions with others and approaches
to decision-making. For example, understanding one’s status needs tend to
peak at this stage, due partly to the easy comparisons of status symbols (job
title, real estate, cars, travel destinations, etc.) amplified by social media.
According to neuroscience research, there are five key drivers of human
motivation: status, certainty, autonomy, relatedness, and fairness (SCARF
Model). Dr. David Rock, author of the book Your Brain at Work, calls
these “guiding principles” for our brains.!! Consider, for example, how
the need for status impacts conflicts in family firms. Status is defined as our
relative importance to others. In the family, status needs can work in two
ways. First, it can motivate individual achievement, such as when siblings
compete to be more “successful” or favored within the family, which can
create tension over time. Second, the need for status can promote a quest
for belonging, within and outside the family, or what can be thought of as
a more communal sense of status that ultimately brings people together.
Discussing how all five of these drivers impact both individuals and,

10 For more on boundary issues and solutions see Cloud, H. (2013). Boundaries for Leaders: Results,
Relationships, and Being Ridiculously In Charge. Harper Business.

11 Rock, D. (2009). Your Brain at Work: Strategies for Overcoming Distraction, Regaining Focus,
and Working Smarter All Day Long. Harper Business.
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ultimately, the family system is one tangible way to explore the skill of
self-awareness.

o Strengthen self-management capabilities: Self-management, another key
element of emotional intelligence, has several key traits associated with it,
including self-control, self-confidence, adaptability, transparency, initiative,
and optimism.'? Due to the complex nature of family enterprises, self-
management is an essential skill to strengthen since it will help individuals
navigate the multitude of challenges they’ll face through succession and
help them build stronger relationships and contribute more to the family
enterprise. Learning to practice mindfulness—or being more conscious
of what you're feeling, thinking, and doing—is an effective way to move
toward better self-regulation. The goal of any mindfulness technique is to
achieve a state of alert, focused relaxation by deliberately paying attention
to thoughts and sensations without judgment.!?

o Handle the hard stuff : Gaining greater self-awareness often means handling
the hard stuff: understanding early influences on you that continue to
affect who you are, how you react to people and experiences, and deci-
sions you make. For example, early experiences have a tremendous bearing
on who individuals grow up to be and how they handle various issues from
money matters to sibling rivalry. It’s not just about understanding and
appreciating these influences; it’s about dealing with their negative effects,
including long-standing conflicts. While a full discussion of early and later
family influence is beyond our scope, consider reading about helpful theo-
ries, tools, and analysis in this area, such as Murray Bowen’s family systems
theory, which illuminates the origins of emotional cutoff (estrangement)
among family members and offers other helpful ideas.'* This knowledge
can help you promote better communication about sensitive issues and
create a safe space to discuss and hopefully resolve them, utilizing outside
advisors’ help as needed. See the following box “Zak’s Conflict with Uncle

Pete” as an example.

12 Goleman, D., McKee, A., & Boyatzis, R. (2002). Primal Leadership: Realizing the Power of
Emotional Intelligence. Boston: Harvard Business Review Press.

13 For more on mindfulness, see Benefits of Mindfulness - HelpGuide.org. (2019). Harvard Health.
Retrieved from https://www.helpguide.org/harvard/benefits-of-mindfulness.htm. And Firestone, L.
(2016). Benefits of Mindfulness. Psychology Today. Retrieved from https://www.psychologytoday.com/
us/blog/compassion-matters/201303/benefits-mindfulness.

14 For an overview of Bowen’s work, see Kerr, M. E. (2000). One Family’s Story: A Primer on Bowen
Theory. The Bowen Center for the Study of the Family. Retrieved from http://www.thebowencent
er.org.
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ZAK’S CONFLICT WITH UNCLE PETE

Zak, our recurring family enterprise character, had always struggled in his relationship with
his father’s brother, Uncle Pete. From an early age, Pete tested Zak’s limits, such as being
hard on him when things didn’t go well in Zak’s high school hockey matches: “You took
your eye off the puck and missed that goal!” Zak knew that Uncle Pete cared about him but
felt put-off by Pete’s explicit or thinly veiled criticism. Things came to a head when Zak was
in his early twenties. Pete made a cutting remark about Zak’s college grades at a family
dinner, and Zak lost his temper: “You’ve always put me down!” he yelled, leaving the room.
Neither made an effort to resolve the problem for the next two years. Finally, Zak’s dad told
Zak and Pete he “needed them to at least try to make up,” for his sake, if nothing else. The
two agreed to sit down with a family therapist and were able to talk about the problem
between them for the first time, understanding that Uncle Pete actually respected Zak and
felt he reminded him of himself: a smart young person who didn’t try very hard. Pushing
Zak was his way of trying to motivate his nephew. Zak forgave his uncle but asked him to
be more sensitive while promising he would work hard to fulfill his potential.

o Prepare for governance leadership: Successful families take the preparation of
governance leaders (for business boards, owner’s council and family meet-
ings) seriously, employing a full range of practices to develop owners who
can oversee and lead the business, family, and philanthropic groups. Board
shadowing and observation are typical early governance-related opportu-
nities. Educational opportunities such as governance-related conferences
and workshops—including those run by university-based family business
centers—provide opportunities to learn key concepts from experts and
fellow family enterprises. Service on family council committees before
becoming a full family council member can also provide valuable expe-
rience. Some families develop customized governance leadership develop-
ment programs that focus on general principles of governance and specific
industry and market-related trends. Development programs like this can
include a mix of formal and informal elements, such as skills gaps assess-
ment, mentorship, and case studies. One family created a “mock board”
to allow rising owners to develop their governance skills before joining
the formal corporate board. They found this provided an excellent lower-
pressure means of gaining critical capabilities. Finally, families offer specific
on-the-job training and development opportunities for those interested in
board or family council chair roles, as well, with an emphasis on leadership
and communication.

o Learn from peers: Some of the best sources of knowledge and insights about
ownership are peers from multiple domains. Within the family itself, same-
age or older peers—such as cousins—who have held ownership or gover-
nance responsibilities can be excellent providers of wisdom and counsel
as mentors or role models. Encouraging early adult family members to
gather on their own—without senior family members present—to get
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to know one another and start talking about ownership issues collec-
tively can be highly valuable. In fact, it’s critical for prospective owners
to regularly gather to learn, discuss, and decide on their ownership team’s
guiding principles, practice joint decision-making, and build their relation-
ships. Beyond the family, peer advisory groups comprising multiple family
business members with ownership experience from diverse local family
businesses can also foster development. (See more detail on how to get
the most from peer groups in Chapter 6.)

o Promote a collaborative approach and trust: This one sounds like common
sense, but many families fail to promote a basic sense of collaboration
and attendant trust. Then they struggle to understand why they’re not
making progress on ownership.'> Sometimes, the senior generation has
clung excessively to control, failing to make room or opportunity for rising
family members and creating a pervasive sense of distrust. Sometimes
branches succumb to ongoing conflict and competition, thereby perpet-
uating the discord passed down through generations. Sibling rivalry or
emphasis on competitiveness within a family, for example, develops strong
individual performers but not good teammates. Sometimes there’s no single
issue that impedes collaboration or trust. But these qualities are needed for
promoting communication around everything from the selection of board
and family council members to making decisions about acquisitions and
dividends. Whatever the exact situation, the idea is to promote collective
progress by opening lines of communication wherever possible, recog-
nizing and managing boundaries, and working through negative dynamics
helped by family governance structures, outside advisors, and others. The
following box, “Building Trust in the Family: Attune,” highlights how one
mother built stronger bonds within her family.

15 Williams, R. & Preisser, V. (2010). Preparing Heirs: Five Steps to a Successful Transition of Family
Wealth and Values. Robert Redd Publishers.
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BUILDING TRUST IN THE FAMILY: ATTUNE

Zak’s mother, Sue, understood the need for high trust in her family if they were to be
successful in becoming a multigenerational family enterprise. She was always on the lookout
for models about difficult subjects like trust that were not only simple to understand but also
pragmatic. She did not like a lot of “nonsensical psychological mumbo-jumbo,” as she put
it. One Sunday evening she attended her regular monthly book club and one of the members
was talking about Dr. John Gottman, one of the foremost experts on marriage and
relationships. The member shared a model called ATTUNE, which Sue felt was worth
sharing with her family. Ultimately the family adopted this approach as follows:

e Awareness of the other’s feelings/emotional state — at the beginning of each
meeting, family members very briefly stated how they were feeling that day and if they
were excited to be at the meeting or not (for whatever reason).

e Turning toward the emotion and person, rather than away from it — when
emotions escalated in the family, Sue ensured that the emotions did not get swept
under the rug but rather she gently helped the family explore the feelings and
underlying issues associated with it.

e Tolerance for different viewpoints — Sue would ensure that everyone had a chance to
voice their perspective about the issue at hand and that no one felt judged for it.

e Understanding, and taking the time to do so — no one felt rushed through the process
and if more time was needed, they would schedule another meeting or call as required.
Emphasis was placed on the importance of sorting out issues before they became too
entrenched. She had seen members of her parent’s generation avoid conflict and then
each other for years at a time.

e Non-defensive responding — everyone had an opportunity to respond to any feedback
they received. Sue often reminded the family that they did not need to get into
defensive or blaming mode but rather share the impact of the feedback and how they
might go forward now that they are more informed about others’ view.

e Empathy expressed for and to others — Sue was a role model for other family
members in this regard. She would often listen carefully to each person and summarize
in her own words what she understood them to mean and feel, helping everyone in the
family to feel understood.

o Develop leadership—and followership—skills: Leadership is critical in a
family enterprise, especially in less organized areas such as ownership.
Research suggests that 70 percent of intergenerational wealth transfers fail,
with a major contributing factor being limited development of the rising
generation.!® While some people are more natural leaders, everyone can
improve such skills. There is also value in gaining “followership” skills or
learning to be a strong contributing member of a team without leading
it. Family members in this stage may take a narrow-minded approach
to ownership, thinking they are the best-suited to lead the enterprise as
owners. That view is unlikely to promote positive outcomes on any dimen-
sion. Before leading, people need to learn to follow by seeking experiences
that will promote empathy and humility, within and outside the enterprise
(such as volunteering in the community).

16 Williams, R., & Preisser, V. (2010). Philanthropy, Heirs & Values: How Successful Families Are Using
Philanthropy To Prepare Their Heirs For Post-transition Responsibilities (1st ed.). Robert Reed Publishers.
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o Understand the business: Eftective ownership requires an understanding of
the family business, to help make well-informed decisions about issues
such as growth, risk and liquidity. By this stage, many will have had
some exposure to the business, even if they've never worked within it.
But some may have had only limited exposure, especially those who live
far from the business and have multiple pressing professional, family, and
personal commitments. For this contingent, there can be frustration related
to fulfilling expectations around the enterprise, along with a widening gap
between them and siblings or cousins working more closely with the enter-
prise (and living closer to it too). Therefore, it’s important for the family
to recognize that potential tension and to help those far away maintain
their connection, through family webinars, regular shareholder and family
meetings, or quarterly email updates. These early adults who work in the
business can benefit further from rotations among various business units
or shadowing executives. The book Human Resources in the Family Business
offers many tips for helping family members gain business knowledge and
experience as part of their development as owners and professionals.!”

o Understand ‘technical” aspects of ownership: Decisions related to growth,
risk, liquidity, and profits (GRPL), the difference between a trustee and
a beneficiary, buy-sell agreements, and shareholder agreements are among
the many ownership structures and tools that owners need to understand
(See Appendix A: Glossary of Terms). Having a strong base of ownership
knowledge goes a long way. Of course, the type of ownership knowledge
you need depends on the type of owner you are or hope to be. Operating
and governing owners will need to understand issues at the intersection
of business operations, governance, and ownership, for example, whereas
non-operating but engaged owners may not need that depth of knowledge.
In general, repetition is the best teacher; be patient as it will take multiple
exposures for people to grasp some of these concepts. Besides repetition
and patience, it takes hard work. Reread agreements or ask an advisor to
explain them in order to understand the terms. Just signing them should
not be an option. Working with fellow owners in small groups on such
issues, led by a more experienced family member or an outside advisor,
can also be effective and make it feel less like “work.” Aim to advocate for
the rising generation around gaining such knowledge, as others may not
take up this important cause on their behalf.

17 Ransburg, D., Sage-Hayward, W. & Schuman, A. M. (2015). Human Resources in the Family
Business: Maximizing the Power of Your People (A Family Business Publication) (1st ed. 2016 ed.).
Springer.
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o Strengthen financial literacy: In many cases, ownership means not just
ownership of an operating asset but ownership of inherited or newly
created wealth. Many early adult owners must make decisions regarding
the disposition of large amounts of money—whether for personal use or
savings, engagement in philanthropy or other investments. Often, they
must do this with little specific knowledge. The best approach involves
gaining not only technical knowledge of money management (knowing
where your money is coming from and going to, for example) but also
understanding how individual and collective interests and values fit into
the process (see the box, “The Family Foundation—A Pathway to Financial
Literacy,” for an example).

THE FAMILY FOUNDATION — A PATHWAY TO FINANCIAL LITERACY

Luke had been a successful entrepreneur all his adult life. His five children forged their own
pathways outside his businesses. The siblings remained close over time and through the
years, with some typical sibling rivalries and conflicts. When Luke was 70, he sold his
company for over $50 million. He had a solid nest egg personally, so he decided to start a
private foundation and involve his children. He quickly realized one of the core needs for
being a good trustee was to understand the financial aspects of governing a private
foundation. He also understood, wisely, that to give money away to charitable causes it was
important for his children to not have significant financial issues of their own. Over a five-
year period, Luke gave each of his children cash gifts to address any debt issues they might
have and allow them to start building a nest egg. He also hired a financial coach who spent
time monthly working with each of the adult children to build their financial capability as
future trustees by first learning to better manage their personal financial matters.

In addition, enterprise owners with personal wealth need to understand
finance at the personal and enterprise levels. As a discipline, finance can
be daunting—it has its own specialized terminology—and isn't everyone’s
cup of tea. A one- to four-day course of “Finance for Non-Financial
Managers” is often a place to build an understanding of the basics. Some-
times, this course is available with specifics for a particular industry. This
can be followed up by short sessions introducing the family enterprise’s
own balance sheets and income statements. One family we know has a
“board meeting before the board meeting” for family directors (and next
gen board observers). In each quarterly session, the CFO spends extra time
reviewing the financials and explaining a particular feature of the busi-
ness, i.e., how management made a decision between repairing an asset and
replacing it. It also offers time for family to ask what they might worry are
“dumb” questions—ones they wouldn't raise in front of non-family direc-
tors during the board meeting. Over time, these sessions have raised the
financial savvy of all family owners, contributing to the ownership team’s
alignment and decision-making speed.
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o Call on advisors: This is the life stage when many owners or would-be
owners work closely with family enterprise advisors. Advisors can provide
helpful input on technical aspects of ownership, business knowledge, finan-
cial and legal advice, governance, leadership, and family dynamics. The
challenge is recognizing where and how an advisor or team of advisors
can be of most value and ensuring a collaborative approach within the
broader family. Advisors do not always understand the context of the
family enterprise environment, which can result in offering solutions that
don’t meet the client’s needs in the long term or are too heavily focused
on tax planning. An excellent resource for creating and managing advisory
relationships is How To Choose and Use Advisors by Craig E. Aronoff and
John L. Ward.'®

o Promote fun and engagement: Structure and knowledge create discipline
and understanding but aren’t enough to engage people fully in an ongoing
way. Positive attraction to the enterprise is a critical aspect of transition.
Promoting a sense of cohesion and connection to the enterprise and the
rest of the family, along with fun, is critical for generating passion, engage-
ment, and alignment around a common vision for ownership. Engagement
is paramount to foster as the family grows and people follow their own
paths, often moving away from one another geographically or emotion-
ally. Family reunions, fun retreats, and other outings, digital groups and
newsletters, and other “softer” activities go a long way to build emotional
bonds among and between people and the enterprise.

o Travel or live abroad: Self-exploration at this stage can mean global explo-
ration, as people take time to travel or even live outside their home country.
Such experience serves multiple purposes: appreciating and growing skills
and capabilities, including self-reliance; understanding different cultural
perspectives and becoming more open-minded; making independent deci-
sions in unfamiliar circumstances; missing (and appreciating) your family
of origin. We recommend seeking opportunities to experience the outside
world directly in this way, whether through personal or professional travel
or even relocation.

Here is an ideal development plan for an early adult.

18 Aronoff, C., & Ward, J. (2011). How to Choose and Use Advisors: Getting the Best Professional
Family Business Advice (A Family Business Publication). Palgrave Macmillan.
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Sample Development Plan: Early Adult
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Scenario: Zoe is 32 years old; she just had her first child and is on maternity
leave. She had been working as a VP of Sales at a retail clothing giant outside
the family enterprise, while operating as a Vice Chair and Director on the
board of the family business. She is married to Tom, an investment banker.
Zoe started an executive MBA program just before becoming pregnant and is
taking a break from it until her child is about six months old. She has been
given 5 percent ownership in her family enterprise. Her development included
activities outlined in Exhibit 5.3 (to be completed over several years).

Exhibit 5.3 Owner’s Mindset: Sample Development Plan for an Early

Adult (Zoe)
SAMPLE DEVELOPMENT PLAN FOR AN EARLY ADULT (ZOE)
AREA DEVELOPMENTAL ACTIVITIES
3 » Attend Landmark Education Program (personal development) for
g understanding self and communication.
E *  Work with a mentor and life coach twice per month.
E *  Complete a weekend meditation retreat.
= » Take a cooking program at a local culinary school
e Map out personal values
* Organize and participate in two family retreats per year.
* Lead a family enterprise book club with her siblings (quarterly).
= *  Onboard her husband Tom to family meetings.
s * Develop life goals and plan with Tom including a plan for how they want
é to co-parent.
* Attend Family Governance Forum program at family enterprise
consultancy with her mother.
* Learn about parenthood as a new mother.
o » Serve as Vice Chair and Director on Family Enterprise Board.
E « Participate in sibling partnership meetings without the senior generation.
5 ¢ Serve as a Director on the Dress for Success Foundation which
§ empowers women to achieve economic independence
© * Participate on a committee to develop a board evaluation process and tool.
» Develop a shareholders agreement with siblings and key advisors.
> > *  Work toward an Executive MBA
4 é » Participate in a Peer Forum Group through the Family Enterprise Canada.
E =2 *  Completed a 360 Feedback Survey about her leadership at work
@ Z * Secure key man insurance for the business

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
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intentional approach to development by building a coordinated plan for your
family appropriate to your specific circumstance and context.

Development Influencers

A wide range of people can and should be involved developing an owner’s
mindset opportunities for early adults. The primary ones include:

e Parents: Parents continue to be strong sources of influence, even though
the “children” are now adults. Ideally, the senior generation can offer a
balance of active guidance and allow room to grow as early adults follow
the life paths that make the most sense for them. Parents can be mentors,
supporters, and even supervisors within the family enterprise, for example,
but should also champion independent development and ensure they aren’t
promoting their own agendas, whether consciously or not.

o Extended family: While wide-ranging extended family members can serve
as coaches, mentors, and role models, those about eight to ten years older
than the early adults in the family may be especially valuable, as they are
seen more as peers than authority figures. Parents and extended family
members are valuable sources of information and guidance on how to
handle relationships with the family, executives, board, and other stake-
holders around ownership issues. They can also provide feedback across
ownership dimensions as part of a supportive relationship that priori-
tizes the early adult owner’s best interests without sacrificing the collective
good. Those in this life stage will often serve as mentors for younger
peers—adolescents and young adults—as discussed in previous chapters.

o Instructors, coaches, family enterprise advisors, therapists: Those who teach
family enterprise courses and workshops provide important knowledge
on the areas covered here and can be impartial influences on owners in
this stage, especially if they get to know the enterprise well. Similarly,
external coaches can work closely with early adults, with a focus on the
continued development of all areas of ownership, especially if they under-
stand the complex landscape of family enterprise. Advisors specialized in
family enterprise can provide needed input on everything from legal issues
to financial planning, leadership and family dynamics. Therapists provide
one-on-one or group support and counseling around psychological and
systems issues that affect the individual and family. These often prove the
most challenging issues of all, but therapists without specific training in
family enterprise advising should not be used to address enterprise issues.
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o Non-family executives and independent directors: Business-owning families
can sometimes encourage early adult owners to develop mentoring rela-
tionships with non-family executives and independent directors, ensuring
the family members meet with them regularly to discuss their interests,
goals, and pathways. In general, these seasoned professionals provide excel-
lent perspectives and advice about ownership. Often, they've known their
mentees for a long time and use what they know about them and the family
as an important context for counsel.

o Other family enterprises: Peers and senior members of other family enter-
prises provide hard-to-find perspective, advice, and empathy to early adult
owners. They've walked in the shoes of future owners and are often eager
to share their thoughts and lessons learned. Educational opportunities and
peer advisor groups are among the ways to connect with these valuable
influences. Some families we know have simply contacted other family
enterprises in their industry or community and have found them very
willing to share what they've learned.

Where to Start?

Consider a multidimensional approach to developing early adults in your
family enterprise.

e Do a current state assessment: Work among or with early adults to under-
stand where they are on key dimensions such as governance, business and
ownership knowledge, leadership and emotional intelligence, and relation-
ships with other family members. Ask questions about the ownership areas
that might matter most to each and being honest in your assessment. Is
there enough capacity in a given area? Are there easily identifiable deficits
or growth opportunities? If it becomes difficult to self-assess or to evaluate
a family member, an outside professional may be a good choice to help in
this process.

o Develop a collective vision for the future: Work with owners and prospective
owners on a vision of the enterprise for the future, along with how they
hope to contribute to it, using their interests, capabilities, and experience.
What do members feel the purpose of the enterprise is or should be? How
can they work to ensure it fulfills this purpose? What's their vision for
their own future, regarding both professional and personal life? How does
their individual vision align with that of the enterprise? These and other
questions are especially important for early adults to answer, as they work
toward their individual and collective goals.
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o Meet regularly: It’s ideal to have the rising generation meet regularly, with
and without an outside facilitator. This strengthens their communication,
camaraderie, and decision-making skills, while establishing their indepen-
dence from more senior owners and family members. Meetings can be
formal, with thoughtful agendas or looser and more informal, with a focus
on sharing time and ideas. The important thing is to make such time
together a priority. In general, while there’s no “formula” for proceeding
through ownership development for early adults, one thing we value most
is a collaborative element of the owners mindset' and approach. Owners
have to work together to develop a collective vision for the enterprise’s
future—and how their own interests, experience, and preferences fit into
this. If there’s little collaboration among the early adults and others in the
family, there will be little chance for meaningful progress. An explicit goal
of the steps above is the development of a healthy sense of collaboration
among current or future owners.

Things to Look for

Every life stage involves common pitfalls that may impede ownership devel-
opment and related progress within the broader family enterprise system.
Here are the main ones we've seen for early adults.

o An “I'm done with development” mentality: Many in early adulthood make
the mistake of believing they’re “done” with development across dimen-
sions. The attitude is: “We know what we need to know, and no longer
need to grow.” That’s especially harmful to ownership development as
there’s so much to learn and strive toward in every stage. Even if you know
a great deal or have become an expert in certain areas, the system you
inhabit will continue to evolve and you will have to grow to adapt to it.
Take to heart our advice that to become a strong leader, you first need to be
a capable follower. Learning to be a great No. 2 offers invaluable lessons.?’

o Unrealistic expectations: These can originate within and without—we can
expect too much of ourselves, or the broader system can. For example,
early adults may expect that they will become top-level leaders within
the business and its governance, along with spending quality time with
family and on their own outside pursuits—all before age 35. Not surpris-
ingly, unrealistic expectations lead to burnout from overcommitment and

19'See Chapter 1 for the definition of the owner’s mindset.
20 Hughes Jr., J.E. (2007). The compact among generations. John Wiley & Sons.
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a constant sense that “it’s never enough.” It’s especially easy for ambi-
tious rising owners to have “eyes bigger than their stomachs,” given their
appetite for ownership development across dimensions and to sometimes
feel resentment or dismay that they haven't reached the title or level their
parents did by a similar age (while forgetting the business was ten times
smaller during the previous generation’s rise, meaning a smaller scale of
responsibilities!). The idea is to maintain more realistic expectations and to
choose your “battles” (specific development areas). Be patient with yourself
and others in expecting slow, steady progress while always monitoring for
burnout and celebrating progress.

A deficit of external experience: While many families emphasize the value of
outside experience among owners, some neglect or devalue it. Many early
adults gain highly valuable outside experience that not only builds their
skills but also helps them appreciate what their family enterprise has to
offer and how they can contribute to its advancement. One family enter-
prise member gained in-depth outside experience in sales and marketing
before returning to her family’s real estate business in her forties. Some
members were skeptical of her potential impact because she “didnt know
the industry,” but she quickly proved them wrong, leading a rebranding
and salesforce-enhancement effort resulting in dramatically higher sales
within a year. Of course, external experience doesn’t guarantee success, but
it typically provides needed capability and perspective, so take seriously the
idea of gaining some of this along the way (Exhibit 5.4).
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Exhibit 5.4 Early Adult Stage Summary

WHY
.

WHAT

WHY EARLY ADULT STAGE MATTERS

Moving from “becoming” to “being” an
owner with rights and responsibilities

A arystallizing sense of stewardship and
succession

Multiple role demands

Transition for siblings and cousins can
challenge relationships

Need for collaboration and teamwork

Already have ownership but might not yet
have authority

Transitioning from adult-to-child to adult-

KEY MESSAGE

In the face of emerging
authority and multiple
roles, embrace the time
commitment of ownership
in its many forms and
related responsibilities.

to-adult interactions

DOMAIN

Individual

Family

DEVELOPMENT GOALS

Inner strength and fulfillment:
Strengthening competence, finding and
pursuing purpose and boosting intimacy
and affiliation with others including
partners and spouses, family, and friends

Emotional and social

intelligence: Gaining greater emo-
tional intelligence, or EQ, smooths the
way to better relationships and involves
self-regulation, empathy, listening skills,
conflict management and many other
people-focused capabilities

Engagement: Early adults bring vital
energy to family meetings, reunions,
and other events, often because they
are viewed as successors. So, maintain-
ing or building positive experiences and
feelings about the family and enterprise
is an important goal in this stage

Becoming interdependent: This is
about forming partnership relationships;
leaving behind sibling rivalries and other
issues by renegotiating family roles and
relationships; accepting new members
into the system (e.g., in-laws)

Family glue: Relationships are

critical as people come together around
decision-making in the enterprise; such
bonds are the glue holding the family
together. Intentional focus on building
close ties with family, board members,
and executives is core to ownership
development

Parenting and Co-Parenting skills:
Many early adults become parents. In
family enterprise that means nurturing
the next generation to become effective
owners, such as preventing a sense of
entitlement through having children
help with household chores and
understand family values. Previous
chapters discuss fostering ownership
skills in young children and
adolescents

HOW TOs

® Focus on boundary
management

Promote self-awareness

Strengthen self-man-
agement capabilities

Provide skill building
and opportunities

to practice difficult
conversations

Travel or live abroad

Prepare for governance
leadership

Clarify roles and
responsibilities

Promote a collaborative
mindset and trust

Engage in dialogue
aimed at creating
alignment on parenting
approach

Foster family ‘glue’

Review/create policies
such as conflict of
interest policy and
personal loan policy

SAMPLE DEVELOPMENT PLAN
FOR ZOE

® Attend Landmark Education
Program (personal development)
for understanding self and
communication

® Work with a mentor and life
coach 2x/month

® Complete a weekend meditation
retreat

® Take a cooking program at a
local culinary school

® Map out personal values

® Organize and participate in 2
family retreats per year

® |ead a family enterprise book
club with her siblings (4 times
per year)

® Onboard her husband Tom to
family meetings

® Develop life goals and plan with
Tom including a plan for
how they want to co-parent

® Attend Family Governance Forum
program at family enterprise
consultancy with her mother

® Learn about parenthood as a
new mother



WHAT

DOMAIN

Ownership

Business/
Industry
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DEVELOPMENT GOALS

® Emotional maturity: We place even
greater emphasis on healthy boundaries
within the family in this stage,
because early adults are finding
their optimal roles within the family
amidst complex dynamics including
family employment and the arrival
of grandchildren. Seemingly simple
things such as managing how much time
grandchildren and grandparents
spend together can quickly illuminate
boundary issues and should be
handled proactively.

Vision and Goals: Including defining
one’s own vision of how to create and
participate in a more collective vision;
communication and collaboration with
other owners around the enterprise
vision and its components including
growth, risk, profits and liquidity; how
to create conditions (such as educa-

tional opportunities) that build effective °

owners in each generation

Ownership decision-making: Develop
a deeper understanding of ownership
terms and decisions, with growing
mastery in this area especially as it
relates to making collective sibling and
cousin decisions

Contribute significantly to
governance: This might mean leading
the charge to institute more formal
governance (such as an ownership
meetings, or a business board with
independent directors). Knowledge
related to governance goals (promoting
oversight, commitment, communica-
tion transparency, development, and
trust) and executing on these (through
structure, process, and participation) is
paramount

The development goals in this area are
associated with different types of owners:

® Operating and governing owners:
This group should be gaining breadth
and depth in areas ranging from strat-
egy to finance to marketing, along with
evolving leadership skills to be effective,
rising managers. Early adults who will
become operating owners should be
advancing their functional expertise and
planning, along with their coaching,
decision-making and problem-solving
skills

® Non-operating engaged owners:
Promote strengthening of their
business and financial literacy so they
understand financial and business
reporting and can ask good questions
of operating and governing leaders

HOW TOs

Develop leadership and

follower-ship skills
Advance “technical”
aspects of ownership

Build key ownership

policies and agreements

Hold sibling meetings
without senior genera-

tion involvement

Strengthen financial
literacy

® Obtain feedback on

leadership capability

Develop key business
policies such as
media relations and
promotions or in-law
employment

135

SAMPLE DEVELOPMENT PLAN
FOR ZOE

® Serve as Vice-Chair and Director
on Family Enterprise Board

® Participate in sibling partnership
meetings without senior
generation

® Serve as a Director on the Dress
for Success Foundation, which
empowers women to achieve
economic independence

® Participate on a committee to
develop a board evaluation
process and tool

® Develop a shareholder’s
agreement with siblings and key
advisors

Work toward an Executive MBA

® Participate in a Peer Forum
Group through the Family
Enterprise Canada

® Completed a 360 Feedback
Survey about her leadership
at work

® Secure key man insurance for
the business
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SAMPLE STORIES, EXERCISES AND KEY OWNERSHIP
TOOLS DESCRIBED IN THE KEY INFLUENCERS  TERMS FORTHIS  THINGS TO WATCH OUT FOR
CHAPTER STAGE

® Developing the Next Generationat @ Parents ® Advisory Board @ “I’'m done with development”

Danica | ! talit
anica Imports ® Extended family @ Board of mentaiity
® Smoothinglransition to the Next  Instructors Directors ® Unrealistic expectations
G ti ’
eneration coaches, family @ Buy-Sell ® A deficit of external experience
® Evolution of Parent-Child Relation- enterprise Agreement
hi dvisors,
snips :h::;zts ® Dividend and
® “Please Don’t Treat Me as a Child!” Distribution
® Non-fami
on fa.mlly ® EstateTax
executive and
® Nurture the Golden Goose independent o Family
® FiveThings Our Brains Need directors e Family Council
o ® Zak’s Conflict with Uncle Pete ® Other family o Ind 4
[ X enterprises In_ ependent
oose the Right Peer Group irector
g e Ch the Right Peer G Direct
T e BuildingTrust in the Family:ATTUNE ® Ownership
Form
® The Family foundation—A Pathway ® Valuation

to Financial Literacy
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Advancing Leadership Capabilities:

Middle Adult
(Ages 35 to 65)

I BET IT FEELS LIKE YOU'RE RESPONSIBLE
FOR THE WELL-BEING OF THE FAMILY ANP
THE ENTERFRISE IN YOUR SPOT. THAT'S A
LAT 0N YOUR SHOULPERS. SOMETIMES T WISH
I HAD MORE OF THAT CONTROL...

ZOE, SOMETIMES T THINK YOU
TOOK THE SMARTER PATH BY NOT
WORKING IN THE FAMILY
ENTERFRISE! I THINK IT IS TIME
FOR ME TO TAKE ON THE CEO

FOLE. BUT T aM TERRIFIER
SOMETHING IS GOING TO BLOW UP
OH MY WaTCH!

EVEN THOUSH IVE BEEN CHAIR FOR
FIVE YEARS, T STILL HAVE TO PASS
EVERY PECISION BY MY MOM. HER
MAJORITY OWNERSHIP MEANS SHE
ALWAYS SETS THE LAST WORP,

© The Author(s), under exclusive license to Springer Nature
Switzerland AG 2022
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Zak and Zoe—Middle Adult Stage

Zoe and Zak have matured a great deal since the last chapter. Both are well
into their adult years now, with a range of responsibilities and goals in and
outside the family enterprise.

Zoe is now age 50. She decided not to return to the family business as an
employee. However, she and her husband moved closer to the family enter-
prise headquarters, which helped her engage more as a director on the board
and with her six co-owning cousins. Zoe took a part-time position as General
Manager for a small boutique retail business in her neighborhood, which gave
her the time and energy to devote to both directorship and motherhood—as
she and Tom have four children. At 48, Zoe assumed the role of board chair
and poured her energy into formalizing the business and engaging more of
the family in leadership roles—there is now a well-functioning family council
that leads regular, engaging, and well-attended family meetings that afford a
critical role in educating eighteen G4s from 3 to 28 years old.

Zak is also 50, a milestone he himself finds hard to acknowledge. For
many years, he pursued an entrepreneurial path outside the family enterprise,
helping to launch and run a start-up in the social media space. After many
ups and downs, including gaining significant venture capital funding, Zak
and the other leaders of the business opted to close it, having found it too
difficult to scale and compete with the major players in that tech subsector.

He then worked as a tech consultant for several years, finding he enjoyed
creating technology solutions focused on HR within growing businesses. In
his mid-thirties, Zak married his longtime girlfriend, a nurse practitioner, and
they now have three children: two teens and a tween.

ZaK’s non-linear path ultimately led him back to the family firm. He had
always discussed opportunities to use technology in the company, and teased
his dad about being stuck in an “old-world” business that was unwilling to
“change with the times.” Zak’s father invited him to join the business as a
technology manager, and Zak grew the role steadily over the years to rise to
VP of People and Technology, creating tech solutions for HR, operations, and
other areas, earning his father’s and his team’s respect while motivating Zak
to think about leading the business someday as CEO.

Zak’s father’s health has been an issue, as has the behavior of Zak’s cousin,
who works as VP of finance for the business. The “Sample Development
Plan” section of this chapter provides more details on these challenges.

This chapter further explores the ownership development of family
members like Zak and Zoe, who—at this point—are in “middle adult-
hood,” from age 35 to 65. In these thirty years, people typically have a very
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wide range of roles, within professional and personal domains. The chapter
outlines the considerations and challenges of this life stage as well as devel-
opment goals and identifies where to start or continue your development
efforts.

Passing Along the Right Values at Danica Imports

“Values are as or more important than development goals,” says Rodney
Benson, co-founder of Danica Imports. Business partners Rodney Benson
and Jeremy Braude purchased Danica Imports decades ago, as mentioned in
the previous chapter (Early Adult). Their sons Gary and Jon (respectively)
joined the business in their late twenties and still work with the company
today, many years later. The last chapter presented several lessons Jeremy
shared about developing the next generation as owners and employees when
they were in their late twenties. Here, his co-founder Rod discusses devel-
opment practices they've continued to use as their sons have ascended into
middle adulthood.

Rod has been especially focused on ensuring Gary and Jon learn and prac-
tice the values on which Danica was founded, particularly on how to treat
people—which applies to both business and ownership issues. To do that,
they use several practices for working with the rising generation including:

o Weekly Development Meetings: Rodney meets with his son, Gary, weekly to
further his skills around leadership, business acumen, and governance.

o Corporate Culture Meetings: Prior to Rod and Jeremy’s retirement, they held
weekly discussions on key topics such as how to treat customers, suppliers,
and employees.

o Future Director Meetings: Post-retirement, Rod and Jeremy meet with G2
to strengthen and hone their board governance capabilities as future board
members and then invited to participate on the board as directors.

o Family Meetings: The Benson family (founder, rising generation, and
spouses) hold structured meetings on a quarterly basis with a rotating
chairperson and formal agendas to discuss family-related matters with a
casual discussion of business progress and other ownership topics.

Rod has found the Corporate Culture Meetings particularly valuable for
the owners who are active in the operations of the company. “Early on, we
created an ongoing list of topics for the meetings to which anyone could
contribute,” he says. “At the end of the year, when we got to the bottom of
the list, we'd start over, to layer the understanding with deeper knowledge
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about how to deal with people and situations.” Even today, he continues to
use the list and lessons learned for Gary’s ongoing development, including in
their weekly development meetings. Here are some of the topics covered in
the meetings:

Understanding and executing human resource policies
Building loyalty with external and internal people
Respecting customer needs

Handling challenging or unreasonable customer requests

Handling setbacks or problems (using real-life case studies)

Along the way, Rod brought in outside advisors to help the next generation
with both their evaluation and development as owners and employees. “Get
more independent advice even if you don't think you need it,” he says. “It
helps you think through planning in an unemotional way.”

Rodney has been very happy with the results of these proactive develop-
ment efforts. “When I look back to ten years ago, I see how far Gary and Jon
have come with respect to understanding the human side of things,” he says.
The results are also evident in the company’s ongoing strong performance.

Danica’s approach to development in middle adulthood reflects many of
the themes discussed in this chapter, which focuses on fostering ownership
development in this family enterprise cohort.

The Middle Adult Stage (Ages 35 to 65) and Why It
Matters

This is the stage in which many adults will experience prime performance
and, hopefully, fulfillment in multiple dimensions, including family, career,
and community. This is also a time of significant changes and is often marked
by transitions. In many ways, middle adulthood is a “bridge” stage or a tran-
sition between youth and later adulthood. Adults in this phase of life are
no longer considered young in most settings, but they are also not “old” by
most standards, especially since today’s life span in many developed nations
stretches past eighty years. Chronological age is even less important in this
stage since people in this age group be at very different stations of life
depending on their status regarding career, marriage, family, health, etc. Some
40-year-olds run major companies while others have struggled to move out
of their parents’ home.

In this context, some of the key factors that make middle adulthood an
especially important time for developing an owner’s mindset include:
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o Family dynamics and transitions: Many adults in this stage will have fami-
lies of their own, often with children of various ages. This exposes families
to more potential dynamics across generations. Some are positive, such as
when generations bond over the emergence and development of grand-
children. Other shared experiences can be more challenging, such as the
pursuit of controversial career paths or rising tension with new in-laws.
Emotional cutoffs such as the estrangement of family members may occur
and endure into middle adulthood. How middle adults engage with their
children also changes markedly over this stage, usually moving from an
adult-to-child to adult-to-adult relationship. That requires adjustment
for all parties, especially related to succession and other ownership issues.
Sometimes the later part of this stage may be marked by the end of a
long period of family members working side-by-side in the family enter-
prise, implying a shift in major responsibilities, such as when the middle
adult becomes the family’s new leader. Adults at this time may look around
and ask, “Who’s the grown-up here?” and realize it's now #hem. Or, maybe
middle adults will face tough ownership decisions for the first time. The
bottom line: those in this stage require key ownership and communication
skills to navigate its uncertain waters, paired with self-awareness and the
capacity to recognize and accept new responsibilities.

The evolving self: Many in middle adulthood continue to have questions
around identity and life goals. They ask: What fits me best in terms of
career, family, romantic relationships, geography, and involvement in the
family enterprise? Sometimes the answers can be surprising. A large propor-
tion of marriages end in this stage, and many new career paths are begun.
Thus, it’s important for middle adults to think about what roles they prefer
as owners and to develop or refine the capabilities to take on such roles.
Aging parents: In this stage, middle adults typically have to deal with
the aging process of their parents. One of the most common mistakes
is to consider their parents simply an “older version of the people they
had always been.” Accepting and attending the geriatric development! of
parents—those once very passionate, active, and successful individuals—is
a difficult and potentially scary process. Understanding and being patient
with parents’ physical and mental decline, and becoming increasingly set
in their ways or stuck in the past, can bring a shadow of both sadness and
concern. Traversing this pathway is involved, to say the least, and often
requires middle adults to rise to the challenge.

1 Solie, D. (2004). How to say it to seniors: Closing the communication gap with our elders. Penguin.
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o A time of stepping up—amidst high expectations: Middle adulthood is a time
when people “come into their own,” including individuals who may have
been lagging or languishing in previous stages. Those who have assumed
a role in the enterprise often feel more comfortable sharing their ideas
and wielding their influence. This tendency to step up carries with it a
responsibility to focus more intently on their own development to ensure
they have the most positive impact. The box “Sara Steps Up” provides an
example of a middle adult’s progression to greater involvement and trust in
the family. Whether or not middle adults step up to greater maturity and
responsibility, the senior generation tends to express high expectations of
individuals in this stage. They will ask questions such as “Why arent you
advancing faster?” or “When will we have grandchildren?” and “Will you
be a good owner?” These expectations can create stress between and within
generations, because of mismatched expectations, rivalry, and other factors.
Having a deeper understanding of the ownership role and responsibility,
along with a stronger ownership skillset, can help to manage expectations
and create a more collaborative environment

SARA STEPS UP

Sara has been frustrating to her family throughout her twenties. A second-generation
member of a successful family-owned retail enterprise, she had spent most of that decade
flitting among career interests (screenwriting, fashion journalism, and others), traveling the
world (on her parents’ dime), and making professional and other plans that never came to
fruition. When her parents asked her to focus her career or rein in her spending, she called
them “unfair.” Not surprisingly, Sara’s family didn’t see her as a successor or owner of
influence. But in her early thirties, Sara displayed greater maturity. She worked in social
media for a high-profile fashion brand, was rewarded with a fast promotion based on a highly
successful campaign she developed, and soon led a small marketing team. She also expressed
to her family she had been “young and immature” before, and took much greater interest in
family meetings, serving as notetaker and suggesting creative ideas for family engagement.
As Sara stepped up in these ways, the family — including her siblings and cousins, also
prospective future owners — saw her as a likely future governance leader, a role in which she
expressed great interest. “I guess it was just a matter of growing up,” Sara said. “It was like
the seeds my parents planted as a kid finally bloomed in me.” She was excited to continue
to prove herself within the enterprise, quickly dispelling her early reputation as less serious.
In this example, the family was flexible and recognized Sara’s development, and adjusted to
her new behaviors, rather than being stuck in the past.

o A time of renewal: Middle age, for many, is a time of renewal—of energy,
dreams, and goals. People may find they haven’t accomplished what they
wanted so they may redouble efforts, recognizing that the time left to fulfill
key goals is not infinite. Or they may discover surprising answers to the
“Who do I want to be?” question and think about how to attain this
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vision. Understanding where ownership-related roles and responsibility fit
into this time of renewal is critical.

Greater acceptance and confidence: While some middle adults will struggle
with identity and personal vision, many others will find growing accep-
tance of who they have become and greater confidence about what they
do or want to do in life. Most will be more fully individuated from their
original families at this stage, without a sense of rebellion or embarrass-
ment typical of the earlier stages. Many will have families of their own, as
mentioned earlier. Middle adults often undertake much greater responsi-
bility and capacity for risk, related to ownership, now that they have the
experience, self-acceptance, and wherewithal to drive greater impact. But
they need to channel their will, intention, and energy effectively, requiring
care with the development of the owner’s mindset and skills—see the box
“High Stakes in Relationship, Career, and Finances” for an example.
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HIGH STAKES IN RELATIONSHIP, CAREER, AND FINANCES

A father and his son spent some time trying to work together in the business founded by the
father. It was complicated and hurt their personal relationship. The son decided to leave the
business, move to another city, and start working on his career elsewhere. Both father and
son then invested time and energy to improve their relationship and had positive results.

One day, the father called his son and said, “Son, I’'m of a certain age now, and I’d like for
you to come back home, and I’d like for you to join the business as my partner.” The son,
surprised by the offer, said, “Dad, come on, we just got our relationship back on track; we
know working together was a recipe for disaster, and it won’t work now. Do you really want
to do this?”

Very calmly, the father responded, “Well, son, I thought about it a lot. And I really think this
is the right thing for me, for you, and for the company. Will you please come home and see
me?” The son, now intrigued by the offer, replied, “Well, OK, you are my father. I will

come. By the way, I will have a return ticket for a flight the same day. I want you to know in|
advance that my return ticket will be in my back pocket.”

The son flew home, and during lunch together, the father laid down why he thought his plan
was indeed in everyone’s best interest. The son was amazed. By the end of the lunch, he said
to his father, “You are right, Dad, I don’t know how you came to all this, but I think this is
what I should do and what I would like to do.”

The father said, “I am very relieved. And there are going to be two rules.” At this point, the
son, concerned about the possible conditions, reached for his back pocket to find the return
ticket. Dad continued, “The first rule is because we are father and son, we need no
written agreement.” The son said, “Fine, I agree.” At that point, the son was very curious
and a bit anxious, wondering what the second rule could be. And the father immediately
added, “Here is the second rule: I would like an understanding that, as my partner, we
have an absolute agreement that either one of us can veto any deal.”

The son was very surprised at that point, and said, “Really? Why Dad? I hear you, but what
are you telling me”? The father explained further, “Well, my son, this is what I am telling
you: if you come and work with me, I know so much more about this venture

than you know now. And I am pretty sure that I will want to take risks that you will be
uncomfortable with. Therefore, I agree that if you say no at this early stage, there is no need
for further discussion. Now comes the hard part. I know that when you learn this business
and I get old, I won’t be able to take as much risk as you will in the future. And then it will
be my turn to trust you and let go.”

By agreeing ahead of time how they would decide and acknowledging the future challenges
of letting go, this father and son team embodied the owner’s mindset belief of being

“better together.” At that point, the son didn’t need further explanation, offered his hand to
his father, and they never looked back.*

* Hughes Jr., J.E., Personal Communication.

o High stakes: As the points above imply, there are high stakes for owner-
ship development in this stage, at both individual and collective levels.
For the individual, there are the looming questions of generativity? (how
to guide and nurture others) and legacy, as fueled by the growing recog-
nition of time’s limited nature: What will you leave behind for future

2 Erickson, E. (1993) (reissue). Childhood and Society. W.W. Norton & Company.
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generations, in terms of the business, shares, lessons, and stories? What
do you want for next generation family members (including your chil-
dren, if any) as far as ownership? What lies ahead for you? These and other
critical questions must be faced directly and thoughtfully to inform key
decisions. Those with a more developed owner’s mindset are better able to
do that. Put bluntly, at the collective level, families that haven’t yet done the
work of development for current or future owners by late in this stage will
face many challenges, including confusion and ambiguity around decision-
making and potential large-scale conflicts. The “A Tale of Two Families”
box illustrates this reality starkly.

A TALE OF TWO FAMILIES

The Wilson and Ramirez families, both owners of third-generation businesses, took very
different approaches to ownership development. The Wilsons, owners of a large real estate
development business, paid little attention to development, believing members would
“figure it out” as they grew older. As aresult, childhood conflicts among siblings and cousins
were not only maintained but amplified in adulthood so the siblings, now the main owners
of the business, only communicate through lawyers. Many of the cousins (third generation)
have never met and there is an ongoing battle over ownership stakes. In contrast, the Ramirez
family, which owns a Latin American beverage distributor, took a deliberate, comprehensive
approach to ownership, helping siblings understand important ownership-related values
from an early age and creating thoughtful policies and practices for ownership development
and conflict resolution. Today, the four siblings in the second Ramirez generation work
together with a high degree of trust. Any conflicts can be worked through given their well-
developed communication capabilities and using the family’s long-standing values. The
third-generation cousins know each other well and are already learning to appreciate the
family’s emphasis on healthy ownership—a strong foundation for their own future
ownership decision-making.

The development of greater ownership capabilities and perspective in
middle adulthood is most effective when built on a foundation of develop-
ment in prior stages. An organized, deliberate, and cohesive approach will
help the family take on a wide range of enterprise-related challenges while
serving individual and collective needs.

Central Theme: The Transitions and Trade-offs of Middle
Adulthood

In this time of significant transition—f{rom younger to older, from contrib-
utor to professional, from prospective owner to owner with full power—
people must often choose among competing priorities. As the finite nature
of life and available resources (including health and money) becomes clear,
some early visions for oneself may no longer seem feasible, and trade-offs
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become necessary. That’s the challenge most middle adults face, especially as
this stage marches on.

One situation many middle adults grapple with has earned them the label
“The Sandwich Generation.” Specifically, according to the Pew Research
Center, nearly half (47 percent) of Americans in their forties have at least
one parent 65 or older and are raising young children or supporting a child
over age 18. Being sandwiched in this way between generations may place
a significant financial and support burden on some, especially if there has
been no exit planning from the family business by the senior generation. An
increasing portion of that pressure stems from the need to provide support to
a grown child. Again, nearly half (48 percent) of adults in this age range
have had to provide some financial help to their grown children and 27
percent have provided primary support (a significant increase from earlier
in the millennium). As people have children at later ages, their odds of facing
these Sandwich Generation burdens have increased.* Consequently, much
of the mental, financial, and other resources of those in middle adulthood
will go toward the generations on either side, influencing the trade-offs they
make, including those related to roles as owners.

Similarly, expectations run high in this life stage—those held by oneself
and others. For example, often, both men and women expect to juggle career,
family, civic responsibilities, social life, and personal pursuits. But for most,
careers hit their peaks in middle adulthood, requiring devotion of a large
amount of time, energy, and other resources. This comes at the same time
when family obligations loom large as well, whether going to children’s sports
events or spending time with an aging parent, with consequent trade-offs.
Leaving work early for a daughter’s softball game, for example, may be seen
as a lack of commitment to a demanding job. Many middle adults, today’s
Gen-X, have seen their baby boomer parents give up too much of their family
life for work and wish to strike a different path for themselves. Inevitably
they still run up against different expectations regarding work-life balance.
One notion getting greater traction is career-family flexibility. Given that
work can now be completed almost anywhere, the hope is that people can
find a greater compromise regarding work-life expectations. However, that
particular challenge may be especially daunting for women. On the one hand,

3 Parker, K. & Patten, E. (2013). The Sandwich Generation: Rising Financial Burdens for Middle-
Aged Americans. Pew Research Center Social and Demographic Trends. Retrieved from htep://www.
pewsocialtrends.org/2013/01/30/the-sandwich-generation/.

4 See for example Lamagna, M. (2018). American Women Are Having Babies Later—and in 2017
Are Still Conflicted about It. Marketwatch. Retrieved from https://www.marketwatch.com/story/ame
rican-women-are-having-babies-later-and-are-still-conflicted-about-it-2017-05-19.


http://www.pewsocialtrends.org/2013/01/30/the-sandwich-generation/
https://www.marketwatch.com/story/american-women-are-having-babies-later-and-are-still-conflicted-about-it-2017-05-19
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women are in the workforce in unprecedented numbers, contributing signif-
icantly to household incomes.” On the other, they still face very real glass
ceilings and are doing more of the housework and child-rearing. Some studies
show that women do as much as 60 percent more housework than men in
the house.

In family enterprise, many women have more means to pay for childcare
and other home help, given the family’s resources, but this raises its own set of
issues, including a potential judgment by others or guilt about “outsourcing”
such work. One prominent founding-generation couple in Canada built their
family enterprise on the foundation of what they call the “Power of Together.”
They recognized early on that if they worked together at all levels—as parents
and business owners—their combined energy and accomplishments were
much greater than that of just two people.

Because middle adulthood is a time of great expectations and fulfillment
of potential, and also one of significant challenges related to transitions and
trade-offs, understandably, many decisions feel like “either/or” ones versus
“both/and” options. Adding ownership-related development and responsibil-
ities to the mix may seem understandably overwhelming. However, it can also
be a means of focusing on priorities and understanding what matters most.
If having a voice in ownership decisions is important, for example, then you
must find the time and energy for this priority. In this way, taking on respon-
sibilities in the ownership circle of family enterprise will help sharpen your
focus and field of vision, for your benefit and that of the broader enterprise.
If the family as a collective can agree to move toward being a learning family
to foster a collective owner’s mindset, the enterprise and everyone within it
will benefit.

Development Goals

Many middle adults will have grown significantly regarding ownership devel-
opment, but most have plenty more to gain and grow across dimensions to

5 Glynn, S. J. (2019, May 10). Breadwinning Mothers Continue To Be the U.S. Norm. Center
for American Progress. https://www.americanprogress.org/issues/women/reports/2019/05/10/469739/
breadwinning-mothers-continue-u-s-norm/.

6 See for example Burkeman, O. (2018). Dirty Secret: Why Is There Still a Housework Gap?
The Guardian. https://www.theguardian.com/inequality/2018/feb/17/dirty-secret-why-housework-gen
der-gap.


https://www.americanprogress.org/issues/women/reports/2019/05/10/469739/breadwinning-mothers-continue-u-s-norm/
https://www.theguardian.com/inequality/2018/feb/17/dirty-secret-why-housework-gender-gap
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maximize their impact. We recommend prioritizing the areas in Exhibit 6.1
in the ongoing journey of building an owner’s mindset.

Exhibit 6.1 Owner’s Mindset: Development Goals for Middle Adults

OWNER’S MINDSET: DEVELOPMENT GOALS FOR MIDDLE ADULTS

AREA DEVELOPMENTAL GOALS

* Deepen a sense of identity, role and values: A core goal at this stage is
to deepen your understanding of where you derive the most meaning in
life — why do you do the things you do, what kind of impact do you want
to have and how do you continue to advance your capacity as an owner?
Boosting the ability of those in this stage to understand the context of
decisions, challenges, and opportunities of ownership benefits all owners
and the broader system.

+ Strengthen ability to self-manage: Self-management can be one of the
more challenging capabilities to master, especially during a life stage
involving multiple demands and roles. Our physical, mental, and
emotional resources can become low or tapped out. Being steady in the
whirlwind is a critically important skill as the ownership system becomes
more complex. Too often, challenges within a family enterprise stem from
individuals who don’t have the maturity or self-awareness to function
effectively, so look to gain greater self-management skills.

* Collaboration and teamwork: Building skills that focus on finding
common ground or shared interests and resolving —or preventing —
disputes go a long way to creating trust and credibility.

* Building and maintaining family culture: Another important goal for
this stage is to be intentional about the type of family culture you want to
build. This includes fostering traditions, creating a safe space for family
members to share their hopes, dreams, and challenges (along with creating
a family vision), and welcoming new members into the family as the rising
generation finds partners and has children.

+ Co-parenting: Many middle adults are parents, obliging them to take an
intentional, proactive approach to raising the next generation of the family
as well-adjusted people and well-prepared future owners. Effective co-
parenting where both parents are truly involved is a critical dynamic even
when a couple is divorced. This involves appreciating that the “power of
together” yields greater results.

* Navigating the tools for continuity: Middle-adult owners should be
“fully in the pool” with regard to key structures, policies, and processes
that aid the succession of leadership and ownership in a family enterprise.
Documents such as shareholders’ agreements, trust documents, wills,
insurance, and others must be more fully understood at this stage because
middle adults have greater involvement in designing and modifying them
to suit the broader family’s interests.

* Leading governance: Those in this stage will likely take on governance
responsibilities and roles such as corporate director, family council
member, or trustee for a foundation. Having the business, governance, and
interpersonal skills to take on these roles effectively and help develop
others for future such roles is critical.

INDIVIDUAL

FAMILY

OWNERSHIP
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OWNER’S MINDSET: DEVELOPMENT GOALS FOR MIDDLE ADULTS

AREA DEVELOPMENTAL GOALS

* Involvement or leadership of ownership direction and goals: At this
stage, owners will be increasing their knowledge around the financial side
of running a business and how that relates to the family’s preferences for
growth, risk, profitability, and liquidity (“GRPL”) — as discussed earlier
in the book. Along with this territory goes an understanding and
appreciation for management, especially the burden operating owners bear
for the family and the importance of maintaining strong boundaries
between management and ownership.

OWNERSHIP

* Honing leadership skills and capabilities: For operating owners, middle
adulthood is a time to sharpen skills in management and leadership realms
such as management, delegation, communication, relationship-building,
time management, strategic thinking, and the like. In addition, taking on
profit center responsibility builds a deeper understanding of building and
managing a business.

» Expanding knowledge beyond the business: During this stage,
especially in larger multigenerational family enterprises, the assets owned
include more than just the business. Owners and prospective owners need
to expand their knowledge to better understand how the family manages
their financial assets

* (e.g., investment strategy), deferred assets (i.e., insurance and annuities),
philanthropic assets (approaches to charitable giving), and heirloom assets
(e.g., vacation property).

BUSINESS / INDUSTRY

How-Tos

In middle adulthood, complexity rises as owners are “playing on two fields”
simultaneously: thinking about their own development and that of the next
generation—their children and nieces and nephews. Our how-tos here focus
on development in both areas.

o Build family culture through traditions: Building a strong family culture
happens through intention and with clear purpose, and an early start.
When families are young is the time to design a family culture. There
is no better way to do this than by initiating or continuing great family
traditions—anything from a fun singing contest over the holidays to an
annual trip for grandparents and grandchildren. Traditions are often a core
component of family life and provide a sense of belonging. Such rituals are
a core part of a family’s identity and foster cohesion and connection.

o Grow with your children: In middle adulthood, as our offspring grow and
evolve, it is easy to recognize that as parents, we learn as much from our
children as they do from us. This dynamic cross-generational process makes
us better human beings if we are open to learning what it has to offer.
Admittedly, it is helpful to recognize this counterintuitive notion early on
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and to embrace it to gain maximum benefit rather than to fight or dismiss
it. This philosophy greatly assists with the transition from an adult-to-child
relationship to an adult-to-adult connection.

o Promote transition of roles and responsibilities: Ownership development is
not an “individual sport.” The senior generation has to willingly transi-
tion key ownership roles and responsibilities to rising generation members.
Mentoring or making promises of future transition is not enough. Do
whatever is possible to help the senior generation understand the impor-
tance of providing middle adults a view of decision-making processes and
actual decision-making roles in the enterprise, for the good of the enter-
prise and family. See the box “What If the Senior Generation Doesn’t
Want to Transition?” for more insights and about this critical development
priority.
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WHAT IF THE SENIOR GENERATION DOESN’T WANT TO TRANSITION?

Many business families face the challenge of the senior generation wanting to retain control
over key ownership decisions in perpetuity. What can “rising owners” and “would-be
owners” do in this challenging situation? While there’s no magic bullet for next-generation
owners, we believe it’s about being respectful and proactive in seeking a greater role and
responsibility.
“If you don’t ask, you don’t get,” a business family member said, and we agree. In some
cases, it’s simply a misunderstanding, where both sides try to avoid placing pressure on the
other around the transition. First promote open communication and probe topics that aren’t
clear. If it’s not a misunderstanding, you’re facing a more complex challenge. In this case,
investigate why the senior generation is retaining control. Typical explanations fall into these
categories:

e Personal: Incumbents may not be ready to let go because of their passion, sense of
identity, a sense of “unfinished life mission,” or fears related to the enterprise. The
Senior Adult chapter discusses these challenges in detail.

¢ Concern about next gen: In this case, the senior generation perceives the next
generation (individuals or the team) as ill-prepared to succeed them, whether related to
abilities, knowledge, maturity, experience, engagement, or other factors.

* Concern about the business: The business may be facing a particular crisis or time of
change, such that the family doesn’t want to add the challenge of succession to the
picture.

* Suggested actions: More often than not, more than one of the factors above is in play.
Gaining clarity around the source of any reluctance enables you to address issues that
are often unspoken. Some specific suggestions on managing these issues include:

o  Anchor the conversation in vision: Often we know what we don’t want but don’t
always know what we do want. Too frequently, we jump to solution mode before
we truly understand the problem and concerns. Stephen Covey’s principle of
“begin with the end in mind” is an important imperative to start with when the
incumbent generation is reluctant to let go. Take the time to listen closely to each
person’s vision of what they want and need in the future. Then seek alignment on
an endgame you collectively hope to achieve that also meets individual goals.

o Work with a facilitator: Seek the services of an experienced, well-trained
facilitator who can ask the right questions to get at the heart of the concerns. A
facilitator is a neutral resource who can deftly illuminate the various perspectives,
identify points of contention (as well as agreement!), keep the conversation on
track, and guide your family towards potential actions and quick wins. Almost
everyone’s behavior changes when an independent person is involved in the
conversation. A facilitator allows everyone to participate rather than leaving one
family member with the responsibility of moderating.

o  Take some chips off the table: If the incumbent generation feels their lifestyle or
stability is potentially exposed to variations in business performance post-
transition, the senior generation may transfer assets or shares over time rather than
all at once or put debt on the balance sheet. Offering this partial or time-related
transition allows the senior generation some comfort that they will be taken care
of in their golden years.

o Learn to share control: As ownership transitions to the rising generation,
incumbent owner(s) certainly have the final decision around how both
value and control will be distributed. And, senior generation owners often
find that sharing the value of the assets among a next generation is
easier than sharing control. Unhooking these aspects of ownership, that
is, sharing value among all of the next generations while concentrating
control in the hands of one or a few, can lead to uncomfortable and
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damaging conflict. As middle adults prepare to receive ownership-value,
control, or both—they sometimes don't feel they have the right to “look
a gift horse in the mouth.” And yet, the mix of value and control they
receive is likely to affect the very essence of their ownership. First, voicing
how they might prefer value and control to be distributed is valuable. And
they must recognize that the senior generation holds the final say and may
ignore their requests. Next, taking the time to learn how to share control
and power is one of the key capabilities of an owner’s skillset. Having built
upon the belief system described in Chapter 1 will support this skill devel-
opment. Mutual respect, boundaries, and reciprocity are prerequisites for
sharing power. All parties need to be willing to take responsibility for them-
selves, for the joint decisions, and the resulting outcomes without pointing
fingers and laying blame.

o Welcoming new members: Middle adulthood is a time when the family
expands most as family members find partners and start their own families.
The challenge for spouses and step- or adopted children to join a business-
owning family is often underestimated, especially where the business and
reputation of the family are highly visible to the public. Consider devel-
oping an onboarding process to foster a welcoming atmosphere to help new
members feel comfortable and knowledgeable about the purpose and oper-
ation of family meetings and other important family enterprise structures
with which they may be involved, such as philanthropy.

o Find the right peer group: Once again we highlight the value of peer groups
for gaining perspective, mentorship, and inspiration from those at similar
or slightly more advanced positions within family enterprises, such as indi-
viduals who recently became more active owners of their family businesses.
We continue to advocate this development route but also caution you to
aim for peer groups with family enterprise participants so they will under-
stand the specific dynamics and challenges rising owners face. Filter any
advice through your own judgment about what’s best for you and your
family in your specific context. Read the box “Its All or Nothing: The
Risks of Peer Group Advice” for more on the need to proceed cautiously
with peer groups.
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“IT’S ALL OR NOTHING”: THE RISKS OF PEER GROUP ADVICE

Paola, a second-generation member of a family business, had eagerly taken on greater
leadership responsibilities as the CEO when she agreed to be a co-owner with her three
brothers. She had already proven herself as a capable leader but felt that her siblings were
reluctant to allow her the full decision authority she felt she needed to move the company
forward and foster growth. When she brought up the issue with her peer group, they
suggested, “You need to issue an ultimatum to your brothers. They’ll respect your courage
and won’t want to lose your leadership. You’re too valuable.” When Paola followed their
advice — “It’s either all or nothing,” she wrote to her siblings in a strongly worded email —
she created a great divide. Her mother, still an owner in several of their businesses, felt
especially hurt that Paola had taken such an aggressive approach and hadn’t included her in
the communication. It took several months and the help of an outside advisor for the family
to repair their relationship. Paola’s example drives home the importance of being cautious
with peer groups as sources of mentorship and advice. It’s critical that you select one
composed of other family business owners that are run by facilitators with a deep
understanding of family firms. That’s because groups including mostly executives running
non-family businesses tend to dismiss the huge role that the family, its history, and dynamics
have on the business. Many groups, for example, emphasize leadership and making your
mark, striving to reach maximum decision-making power in your organization by climbing
up the ladder of succession as quickly as possible. That’s not necessarily the best approach
for rising owners, as Paola’s example suggests. Look for groups where people are
experienced with family business issues, more open to understanding situations beyond their
own, and more likely to advocate a slower, more collaborative approach to change.

o Iake on leading roles in philanthropy: In each stage-focused chapter, we've
emphasized the value of getting involved in the family’s philanthropic
efforts to take on decision-making roles and gain important skills and expe-
rience along with understanding the positive link between family enterprise
and the broader community. In middle adulthood, this could mean serving
on the board of the family’s foundation, managing relationships with char-
itable organizations to which the family donates, and/or potentially sitting
on the board of one, or representing the family in the community, such as
by attending or hosting fundraising events.

o Build governance and the respective policies in the family: In the middle
stages of adulthood, the extended family includes significant others and
offspring. Greater numbers bring greater complexity. Spend time at this
stage collectively discussing potential consequences—even unintended—
and from there collaborate to develop key policies that create greater clarity,
consistency, perceived fairness, and transparency. For example, grandpar-
ents may be paying the tuition fees for their grandchildren’s education
but nothing is written down, and no one is clear about what percentage
is covered or what exactly is covered (i.e., tuition, housing, books, etc.),
for how long (i.e., elementary, secondary, university, or postgraduate), and
whether there are any performance expectations (e.g., good grades). The
middle adult group is grateful for the help and hesitant to ask ques-
tions for fear of sounding entitled, so the confusion proliferates. Using
family governance meetings to map out the guidelines and expectations
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creates understanding for all. Writing it down in a simple policy cements
the family’s understanding and provides a record for future reference. An
education policy is only one of many policies of families that can be created
during this stage (see sample list of policies in Appendix B). However, this
endeavor should not be a “race” to complete all policies. Taking the time to
hear diverse perspectives and ensure the resulting policies fairly represent
those voices builds alignment and commitment. It takes patience, a will-
ingness to reflect deeply on what matters, and an openness for integrating
divergent perspectives on each topic.

o Work on continuity structures for the future: Middle adulthood is a time to
gain deeper, more actionable ownership knowledge. This means that family
members are ideally working together on building or modifying owner-
ship structures such as shareholders’ agreements, trusts, and distribution
policies to suit evolving family needs. Aiming for educational opportuni-
ties early in this stage (i.e., when people are in their thirties and forties)
together as a family is an effective way to dramatically improve owner-
ship capability. This is how long-standing, multigenerational families have
embedded being a learning family as part of their culture.

o Navigate the intersection of family and money: Money can be a volatile topic
in a family enterprise. Issues from who gets what when, fiscal imbalance,
varying values around spending, and more abound. Gender issues may also
add to this volatility for some families. For example, women are now inher-
iting, generating, and managing significantly more wealth than in previous
generations. Building an owner’s mindset includes helping family members
develop skills to navigate things like fiscal inequality in their relationships.”

o Address compensation transparently: The box “Four Types of Compensa-
tion in a Family Enterprise”® has important information about financial
rewards associated with divergent roles in the enterprise. For ownership
development specifically, it can be tricky for families to understand whether
and how much to pay those who have undertaken more formal develop-
ment activities that have potentially led to roles with greater responsibility.
Compensation, in this case, can also be a way to create a clearer sense of
accountability among future owners—it’s not just about showing up but
earning the rights and rewards of ownership.

7 Hughes Jr., J.E., Bronfman, J. & Merrill, J. (2000). Reflections on Fiscal Unequals. The Chase
Journal, Vol. 1V, Issue 4.

8 From Schneider E S. & Schneider Malek, K. Four Ways of Differentiating Compensation in a
Family Business.



6 Advancing Leadership Capabilities... 155

FOUR TYPES OF COMPENSATION IN A FAMILY ENTERPRISE

Even many family enterprise members don’t recognize that there are four distinct types of

compensation or financial benefit in this setting:

* Compensation for what you do: This includes salary, stipend, hourly rates or fees for
employment in the family enterprise (full-time or part-time position, internship, special
projects, consulting, governance role), or, potentially, for undergoing ownership
development

* Compensation for how well you do what you do: Bonuses and long-term incentives
associated with any official employment in the enterprise

* Compensation for what you own: This includes dividends, distributions, rent for
property owned by the family, and others

« Compensation for who you are (family member): Gifts of money, a car, a down
payment for a house, and similar benefits

It’s important to treat each type of compensation distincly. For example, work in the enterprise
is typically compensated by salary and bonus, meaning an owner who works in the business
would earn that compensation in addition to dividends (if dividends were declared and paid
to owners), whereas owners who do not work in the business would receive dividends only.
In addition, we advocate for market-rate-based compensation for family employees
performing different roles and at different levels in the family enterprise. Market-rate
compensation, determined through a fair and open process, is a way to build alignment and
trust among operating and non-operating owners alike. Some families compensate family
members working in the business with additional shares which is often considered sweat
equity (an increased interest earned from effort) due to the additional responsibility of taking
care of the “family” business. We recommend an open, fair process for the calculation of
this type of additional compensation, as well as for base compensation.

o Engage in experiential learning: Many families provide experiential learning
opportunities for those early in this stage to gain practice with ownership
and governance before having to make high-impact decisions. Sometimes
rising owners may be given a small but meaningful amount of money
to invest or manage to gain skills with this critical activity of owner-
ship. Board observer or more “ceremonial” early board roles may also
serve this purpose regarding governance experience, ideally with outside
conversations to ensure people are learning. Rising owners may be asked
to present on specific, focused ownership or philanthropic issues—such
as their recommendations for charities to support. Of course, many in
this age range will be in full ownership or leadership roles already, some
having gone through a trial-by-fire period due to the unexpected passing
of a senior generation member and the need to fill those shoes quickly. But
usually, it’s ideal to have some practice before assuming full responsibilities
of ownership, governance, and leadership. Such experiences provide valu-
able skills and insights while helping soon-to-be owners gain credibility,
confidence, and comfort with likely future roles.

o Collaborate with peers in the family: In families with the best outcomes,
owners work well with their siblings and cousins to create a shared vision,
strategy, and plan for the family. The best way to learn how to work with
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peers is by actually doing it. An example of this is the “partnership explo-
ration meetings” created by one family for the three siblings in the second
generation (all of whom worked outside the business), to discuss: how
they saw themselves working together as owners, what decision-making
practices suited them best as a group, and what values mattered most to
them. It’s important for some of these interactions to take place without
parents or other senior-generation members present, to enable middle
adults to develop a sense of direction and confidence with collaborative
decision-making.

o Create feedback loops: Growth and learning rarely happen without some
kind of feedback. During this stage, feedback will likely occur from
within and outside of the family enterprise system, such as from family
governance leaders, managers (whether working at or outside the family
business), mentors, and others. The feedback may be formal through
performance evaluation in the business or informal through channels such
as peer coaching or mentoring. Asking for feedback is one of the most
important artributes of great leaders.” Search for and cultivate feedback
loops in the various roles you play. Then earnestly make changes to be the
best you can be.

o Work on the tough relational issues: We talk a lot about doing in family
enterprise—what to do to enhance the development of ownership literacy
and capability. But often #ndoing is also critical: undoing negative patterns
and habits in the family that can serve as barriers to ownership devel-
opment. Families naturally accumulate baggage and struggle to address
it proactively: difficult relationships, emotional cutoffs, poor communica-
tion, and other resource-depleting issues. If they are not resolved by the
people who experience the relational struggle directly, the risk is to pass
the same tussles to future generations, who will most likely continue strug-
gling even harder. To clear a path for positive ownership development and
action, be willing to work on undoing these patterns through more open
communication, being willing to change, and employing forgiveness. This
process may require working through issues with an outside therapist or
other advisor.

? For more on feedback and leadership see Kouzes. J. M., & Posner, B. Z. (2003) The Leadership
Challenge. Jossey-Bass.



6 Advancing Leadership Capabilities... 157

Sample Development Plan: Middle Adult

Scenario: Zak is now age 50 and has been married for sixteen years. He has three children
(two older boys and a daughter) ages 15, 13, and 10. His wife is a nurse practitioner and
does shift work in the geriatric unit at the local hospital. After many years working outside
the family business, Zak is now Vice President of People and Technology for the family’s
agricultural firm and is doing well in his job.

Recently, Zak’s father’s health has declined, which has left Zak with quickly mounting
governance responsibilities. His father wishes to implement a more formal board with inde-
pendent directors, but Zak thinks this is a waste of time and money and does not see value
in having outside people “interfering” in their business. Compounding ZaK’s leadership chal-
lenges is that his cousin, VP of Finance for the business, often works secretively, not sharing
information openly about key financials or “pet projects” he has taken on—an ongoing source
of stress for Zak. His development plan includes the activities outlined in Exhibit 6.2, which
Zak will tackle over several years.
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Exhibit 6.2 Owner’s Mindset: Sample Development Plan for a Middle
Adult (Zak)

SAMPLE DEVELOPMENT PLAN FOR A MIDDLE ADULT (ZAK)
AREA DEVELOPMENTAL ACTIVITIES
« Complete a triathlon
= » Attend a three-day mindfulness retreat
S » Set out his five-year personal goals and review with spouse and family
E » Read articles and books on the art of delegation and time management
é « Create a shareholders' agreement with cousins
- » Attend Directors Education program to improve governance knowledge
and competence
» Initiate a conversation with his family on an important question for all of
. them to consider together: “Why, what for, and for whom they are building
= our family enterprise over the next twenty years?”
?: » Schedule a dinner with each family member to check in, catch up, and
= share stories on a regular basis
* Develop an onboarding policy for newcomers to family meetings
. * Create a network map of key relationships in personal, operational, and
= strategic domains (see below for more details)
2 + Hire a financial planner for personal family finances
2 * Review and adjust personal wills with spouse and children
g » Create a practice investment fund with his children
+ Step into a family leadership role (such as head of family council)
* Create a shareholders' agreement with cousins
. Attend Directors Education program to improve governance knowledge
and competence
+ Put together a case study on how to read financial statements for family’s
enterprise
E * Attend Strategic Coach program to build leadership and entrepreneurial
& skills
g *  Work with his father on all aspects of a deal to purchase a five-acre parcel
E of industrial real estate
z * Take an even higher senior management role with P/L responsibility and
£ five direct reports
é’ * Develop family employment policies
*  Work on influencing cousin (VP of finance) to be more open, possibly
working with outside facilitators

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
intentional approach to development by building a coordinated plan for your
family appropriate to your specific circumstance and context.
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Development Influencers and Network Management

The middle adulthood stage is an important time to intentionally identify
and map out key influencers for you and your family enterprise in a strategic
manner. Cultivating this network of relationships is one of the most impor-
tant aspects of being a leader and business owner. These networks can fall
into three overlapping areas: operational, personal, and strategic.'®

o Operational networks include those people who are important for getting
things done under your responsibility—people to whom you can delegate
or who can support or impede the tasks you need to accomplish.

o Personal networks are those people with whom you can exchange refer-
rals or get mentoring and coaching from (or give it to). In personal
networks, people help each other develop skill, make connections, and
advance professionally.

o Strategic networks include relationships among those who help each other
attain future goals and aspirations, as well as to address potential challenges
to achieving those goals. Consider creating a network map with people
from the following groups. In some families, the wealth creator or wealth-
creating couple or group may be able to play a key role in development as
“wisdom-keepers,” helping to guide, mentor, or influence middle adults.
Note, however, that not all senior-generation members can play that role
well. In general, extended family members will exert a strong influence,
especially siblings and cousins, as part of peer-to-peer development—such
as an older cousin and current senior executive mentoring a middle adult
in a middle-management role. Spouses may also be sources of influence.
Regardless of the mix of influencers, it is important for those in the same
cohort to spend quality time together. For middle adults, that can mean
merely getting together regularly or brainstorming, planning and making
decisions, and working to understand ownership roles, dynamics, and the
collaborative process, such as by attending conferences and other learning
events together. In this way, the group will grow closer and be more able
to have positive, collective impact. See the box “The Benefits of Learning
Together as a Family” and Chapter 8 for more on this idea.!!

10 Tbarra, H., & Hunter, M. L. (2007). How Leaders Create and Use Networks. Harvard Business
Review.

11 See Chapter 8 for more information about the learning family.
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THE BENEFITS OF LEARNING TOGETHER AS A FAMILY

We believe strongly in current or prospective owners taking the time to learn and grow

together. This can be especially important in middle adulthood as future owners move

toward formal ownership. Collaborative education includes both formal modes such as
conferences and workshops or less formal activities such as reading family enterprise books
together. Among the many benefits of learning together are:

* A common language and perspective: By learning the same family enterprise
frameworks — three-circle mode, the family enterprise model, four types of
compensation, family development life cycle, among others — members begin to speak
the same language and connect it to their situation, with similar core perspectives.

* A foundation for decision-making: Speaking the same language and sharing
perspective serves as a strong foundation for decision-making and a way to understand
the often-complex issues within family enterprise.

* Better ideas: Family members who learn together may be able to generate better ideas,
in part because learning together breeds creativity and collaboration, both important
elements of ownership-related decision-making.

* Stronger bonds: Going through any kind of activity together will generate deeper
emotional connections and relationships. Many families who travel to conferences
together or work with an advisor on ownership issues report becoming closer through
the process and better able to work together, with greater shared understanding and
goodwill.

o Authentic friendships: Authentic friendship has major benefits for adults
navigating this stage. First, it provides a space for exchanging personal
thoughts and feelings, encouragement, and empathy outside the family
system. Second, friends share activities of mutual interest, being busi-
ness or leisure-related. Finally, they can be a source of fun and recreation.
The combination of these dimensions has multiple positive effects, such
as boosting happiness and self-esteem.!? Another positive element related
to friendship is that the act of choosing one another brings feelings of
being admired and liked over others, which enhances emotional well-
being. Differently from some family members, who may remain stuck
in past family roles,'? friends can, in fact, see you as competent and
capable, legitimizing positive self-perceptions. By providing emotional
support and companionship across a life span, they can be a safe space for
brainstorming important business, ownership, and family decisions, and
receiving authentic feedback on interpersonal strengths and weaknesses.

o Executives and independent directors: Here, we are referring not only to
senior executives and independent board members in the family enterprise
but also to those with similar roles at customer firms, suppliers, partner
businesses, and industry associations. Such individuals often have deep
knowledge and experience related to a family business and thus can serve as

12 De Vries, B. (1996). The understanding of friendship: An adult life course perspective. In Handbook
of emotion, adult development, and aging (pp. 249-268). Academic Press.

13 Siebert, D. C., Mutran, E. J., & Reitzes, D. C. (1999). Friendship and social support: The
importance of role identity to aging adults. Social work, 44(6), 522-533.
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mentors and influencers on a range of ownership issues. Be aware of such
people in your universe and don’t be afraid to seek development guidance
from them.

Other family enterprises: Among the most important and effective influ-
encers in this life stage are middle adults and older members of outside
family enterprises—especially fellow future or formal owners. We have seen
firsthand the power of families guiding families over the tricky terrain of
ownership, business, and family. There are many formal routes through
which to meet peer families, including industry associations, conferences,
and networks like local Family Business Centers or more international
groups such as the Family Business Network (www.fbn-i.org). Of course,
you can also contact other families informally through your network,
community, or even online sources like LinkedIn. Once you've done your
due diligence around their ability to keep information confidential, their
support will be among the most precious.

Advisors, mentors, coaches: As in other stages, advisors and other outside
professionals can serve valuable purposes for developing middle adults as
owners. During middle adulthood, it is critical to have someone outside the
storm in your camp. These individuals help owners or owners-to-be learn
how to resolve conflict and gain important business and ownership knowl-
edge, ideally serving as a neutral, objective, but supportive voice across
issues especially for navigating family and other relationships. It’s natural
for advisors to align themselves with those who retained them. Take care
to find optimal advisors who fit your family’s culture and values well and
represent the full complement of family enterprise members—not just one
generation or perspective. For more, see the box “How to Choose Your
Advisors.”


http://www.fbn-i.org
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How TO CHOOSE YOUR ADVISORS

[e]
[¢]

o
[0}
[0}

O O O O

Step 1: Identify Your Needs
*  What do we want to accomplish?
individuals?
as a family?
o as a family enterprise?
*  What are our goals and priorities?
*  What type of expert advice do we need?
*  What style works best with our family?
*  How much time, energy, and resources are we willing to invest?
*  How do we best source our options?
Step 2: Source Potential Advisors from your network, referrals, and the internet
Step 3: Interview Advisors to find the Best Fit
» Design your interview process. Here are a few questions to consider:

Tell me about your designations and what kind of work you specialize in.

How long have you been doing this work?

Have you received special training in working with family businesses? If so, where
and what? (e.g., do you hold a FEA designation or a Certificate in Family Business
Advising?)

Can you give us some examples of other family businesses with whom you have
worked?

What issues do you see in the family, business, and ownership systems?

Where do you typically start with a family?

Who do you see as the client? The goal of this question is to understand whether
they work with the family as a whole or with single individuals, and how they
include the enterprise in their work.

What is the scope of the work? What will it cost?

Do you belong to a professional society or group that delivers continuing
education focused on the special challenges of family businesses? Do you
participate in these?

Do you have a network of professionals who you can call on to help you with
complexities as they arise?

Are you willing to work with my advisors? How will you help my team of advisors
overcome challenges that arise?

How do you get paid?

How long is a typical engagement?

Beyond making money, why do you do this work?

Beyond your technical expertise, what do you bring to the table?

o Community leaders: Religious, political, nonprofit, and other leaders within
the community may be able to offer valuable advice and insight to middle
adult owners. This is in part because family enterprise is tied closely
to the community in which it operates, including employment, philan-
thropy, and other dimensions. But it is also because community leaders
have perspective on pursuing missions aligned with their own values and
purpose—thus, they can help those in this stage answer the critical ques-
tion, “Who am I and how do I want to express that in the world?” Think
about leaders in your community who may have such insights and consider

connecting with them for guidance or inspiration.
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Where to Start?

This can be a challenging life stage in which to start ownership develop-
ment in earnest because: (1) ideally, such development would already be well
underway; (2) there is potentially significant undoing work if the family is in
a difficult place or has been for some time; and (3) there are so many dimen-
sions to consider—governance, communication, and business knowledge, to
name just a few—and those in middle adulthood are already managing many
obligations beyond those related to ownership.

There is only one right place from which to start, which is from where
you are. Consider where you are on each of the four main dimensions in our
model: individual, family, ownership, and business (see eatlier Development
Goals section). Then start with whichever category needs the most work—
and is feasible to address. Sometimes, that will mean focusing on difficult
individual and/or family issues that have been in place for a long time, such
as emotional cutoffs or substance-use issues. The goal is not to deny such
challenges but to address them directly, often helped by outside parties and
to set reasonable expectations for yourself and others.

A common issue for middle adult owners or rising owners is that the senior
(theoretically outgoing) generation hasn’t created the right environment for
development, whether because of destructive conflict in that generation, an
unwillingness to share or cede decision-making, or lack of awareness around
these possibilities, or some combination of these factors. Consider carefully
whether progress can be made in such situations. Sometimes it’s not possible
to overcome senior generation issues. But that doesn’t have to stifle devel-
opment. Instead, it is important for the next generation to take a proactive
approach, thinking about where the family is and where they collectively wish
to take ownership. Middle adults will likely lead that process, one aimed at
creating trust, cohesion, and a forward-looking mindset. In many families, an
individual or small group leads this charge, acting as a “Family Champion.”
See the box “What Makes a Family Champion”'# for more on this important
role.

14 Greenleaf, G., & Nacht, J. (2018). Family Champions and Champion Families: Developing Family
Leaders to Sustain the Family Enterprise (st ed.). The Family Business Consulting Group, Inc.
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‘WHAT MAKES A FAMILY CHAMPION

Family business consultants Josh Nacht and Greg Greenleaf define a “family champion” as
a family owner or leader who serves as a catalyst — inspiring family members to fulfill their
individual and collective potential as owners. The champion’s efforts lead to widespread
benefits for the family and its enterprise, including clearer vision, better relationships, and
better communication with management. The typical characteristics of family champions
include:

* Commitment to family development

* High awareness of family needs and dynamics

*  Willingness to work as part of a team

« Ability to speak and act on what the family needs

*  Ability and willingness to wear many hats

*  Wide-ranging skills from business capabilities to interpersonal abilities
Think about what family member, including yourself, may be able to play the role of a family
champion.

The implication of the discussion above is to start the development process
for middle adults by assessing whether people can work together within
their generation or, ideally, across generations. If the group does not have
strong bonds, then work on tackling difficult issues such as communication
and conflict resolution and advance the collective’s emotional intelligence.
Then work to gain key ownership and governance knowledge and capabili-
ties, to position yourself and the group for more effective decision-making.
Again, focus on what is most pressing for members and the broader family.
If the family has strong business knowledge, for example, then ownership
knowledge and capability would be the priority. Building, maintaining, and
repairing family relationships should be a priority for almost any family to
create a strong platform for building an owner’s mindset at any stage.

Things to Look for

Middle adulthood is an especially critical time for ownership development,
as people in this age range are often moving from aspiration to action on a
range of ownership dimensions. The most common pitfalls for middle adult
development include:

o Being stuck in historic conflicts: What needs to be undone is often as impor-
tant or more important than what needs to be done in a family. It is
human nature to want to sweep difficult issues like family conflicts under
the proverbial rug. People deny there are any major problems and artifi-
cially dissociate family and business issues (“We just won’t bring family
issues into business and ownership decisions”). You are unlikely to make
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progress with ownership development if this is the case. Assess the need
for undoing, then take steps to achieve it.

o 100 busy to engage: Most middle adults have busy lives and will likely
struggle to make time for ownership development amidst professional,
family, and other obligations. Often, many family business members are
too busy working 77 the business to work 07 business and ownership issues.
This is likely to occur early in a family business’s evolution, when many
family members have both employee and owner roles, making it hard to
recognize the distinction. Even finding time to get members within and
across generations together can feel like a herculean task. This challenge
is compounded for those in middle adulthood, who are often striving to
“take back their lives” from highly demanding professional obligations—
to spend more quality time with family and on personal pursuits. Strive
to be proactive about understanding these very real forces pushing you or
a middle adult in your enterprise away from development and determine
how to make ownership development a fulfilling priority rather than just
another burden.

o Spousal expectations: It's no surprise that spousal and other life partners
play an important role in family and ownership dynamics. In this stage,
when adults step up to larger roles in the business and ownership circles,
spousal expectations, values, and preferences may conflict with what their
partner has committed to. Spouses may be frustrated, for example, that
their partner has given up a highly lucrative corporate position to work
in the family enterprise, relocate to a small city, and be a more involved
owner. Managing these dynamics with highly influential married-ins is an
important priority and a challenge not to be overlooked.

o Getting caught between the needs of children and parents: This requires recog-
nition and management of the double role middle adults play. One as a
parent who appreciates the growing need for independence and responsi-
bility in the rising generation. At the same time, they are still a “child” of
their parents—and could be waiting for him/her to relinquish control of
the business to them. This time can be a very delicate dynamic to navigate
with awareness, patience, and ongoing support.

Given the volume and weight of potential challenges in middle adulthood,
be strategic about the starting point and dedicate at least some time toward
development. Start where you have the energy to do so.



166

W. Sage-Hayward et al.

Exhibit 6.3 Middle Adult Stage Summary Table

WHY

WHAT

WHY MIDDLE ADULT STAGE MATTERS

® Family dynamics and multiple transitions

KEY MESSAGE

Building on years of

preparation, emerge as a

® The evolving sense of self

® Aging parents require increasing attention X
e

and understanding ader.

A time of stepping up—amidst high
expectations

A time of renewal

Greater acceptance and confidence

High stakes

DOMAIN DEVELOPMENTGOALS

® Deepen a sense of identity, role
and values: A core goal at this stage
is to deepen your understanding of
where you derive the most meaning
in life—why do you do the things you
do, what kind of impact do you want
to have and how do you continue to
advance your capacity as an owner?
Boosting the ability of those in this
stage to understand the context of
decisions, challenges, and opportunities
of ownership benefits all owners and
the broader system.

Individual @ Strengthen ability to self-manage:
Self-management can be one of the
more challenging capabilities to master,
especially during a life stage involving
multiple demands and roles Our phys-
ical, mental,and emotional resources
can become low or tapped out. Being
steady in the whirlwind is a critically
important skill as the ownership system
becomes more complex. Too often,
challenges within a family enterprise
stem from individuals who don’t have
the maturity or self-awareness to func-
tion effectively, so look to gain greater
self-management skills.

Collaboration and teamwork:

Building skills that focus on finding
common ground or shared interests,
and resolving—or preventing—disputes
go a long way to creating the trust and
credibility

Building and maintaining family
culture: Another important goal for this
stage is to be intentional about the type
of family culture you want to build. This
includes fostering traditions, creating a
safe space for family members to share
their hopes, dreams and challenges
(along with creating a family vision), and
welcoming new members into the family
as the rising generation finds partners
and has children.

Family

knowledgeable, committed,
wise family enterprise

HOWTOs

® Take on leading roles in
philanthropy

Engage in experiential
learning

Collaborate with peers
in the family

® Create feedback loops

® Work on the tough
relational issues

Build family culture
through tradition

® Grow with your children

® Welcome new members

Build governance and
other policies in the
family

® Work on continuity
structures for the future

SAMPLE DEVELOPMENT PLAN
FOR ZAK

® Complete a triathlon

® Attend a 3-day mindfulness
retreat

® Set out his 5-year personal goals
and review with spouse and family

® Read articles and books on
the art of delegation and time
management

® |nitiate a conversation with his
family on an important question
for all of them to consider
togetherWhy, what for, and
for whom they are building our
family enterprise over the next
20 years?”

Schedule a dinner with each
family member to check-in,
catch up, and share stories on a
regular basis

® Develop an onboarding policy for
newcomers to family meetings
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DOMAIN DEVELOPMENT GOALS

Ownership

Co-parenting: Many middle adults

are parents, obliging them to take

an intentional, proactive approach

to raising the next generation of the
family as well-adjusted people and
well-prepared future owners. Effective
co-parenting where both parents are
truly involved is a critical dynamic even
when a couple is divorced. This involves
appreciating that the “power of two”
yields greater results.

Navigating the tools for continuity:
Middle-adult owners should be “fully in
the pool”with regard to key structures,
policies and processes that aid the
succession of leadership and ownership
in a family enterprise. Documents such
as shareholders’ agreements, trust
documents, wills, insurance and others
must be more fully understood at this
stage because middle adults have
greater involvement in designing and
modifying them to suit the broader
family’s interests.

Leading governance: Those in this
stage will likely take on governance
responsibilities and roles including
leadership roles such as corporate
director, family council and trustees
for a foundationHaving the business,
governance, and interpersonal skills to
take on these roles effectively and help
develop others for future such roles

is critical.

Involvement or leadership of
ownership direction and goals: At
this stage, owners will be increasing
their knowledge around the financial
side of running a business and how that
relates to the family’s preferences for
growth,risk, profitability and liquidity
(“GRPL’)—as discussed earlier in the
book. Along with this territory goes an
understanding and appreciation for
management, especially the burden
operating owners bear for the family
and the importance of maintaining
strong boundaries between manage-
ment and ownership.

® Find the right peer group

® Thoroughly understand
shareholders’ agree-
ments, trust documents,
wills, insurance, and
others technical owner

Navigate the inter-
section of family and

SAMPLE DEVELOPMENT PLAN
FOR ZAK

® Create a network map of key
relationships in personal, oper-
ational,and strategic domains
(see below for more details)

® Hire afinancial planner for
personal family finances

Review and adjust personal
wills with spouse and children

Create a practice investment
fund with his children

Step up to ownership leader role
for family enterprise (such as
head of family council)

® Create a shareholders’
agreement with cousins

Attend Directors Education
program to improve governance
knowledge and competence
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SAMPLE DEVELOPMENT PLAN

DOMAIN DEVELOPMENT GOALS HOWTOs FOR ZAK
® Honing leadership skills and ® Promote transition of ® Put together a case study on
capabilities: For operating owners, roles and responsibilities how to read financial statements

middle adulthood is a time to sharpen
skills in management and leadership
realms such as management, delega-

for family’s enterprise
® Learn about the wider v P

family enterprise assets = ® Attend Strategic Coach

tion, communicationgelationship-build- olrlcregte plan for diver program to bl:|i|d Igadership and

. . . sification entrepreneurial skills

ing, time managementstrategic

thinking and the like. In addition taking ® Work with his father on all

on profit center responsibility builds a aspects of a deal to purchase a

deeper understanding of building and 5-acre parcel of industrial real

managing a business estate

® Expanding knowledge beyond ® Take an even higher senior

Business/  he pusiness: During this stage, management role with P/L
Industry especially in larger multi-generational responsibility and 5 direct reports

':‘. famlly enterprises, .the assets o_wned © Develop family employment
I include more than just the business policies
3 Owners and prospective owners need
to expand their knowledge to better ® Work on influencing cousin
understand how the family manages (VP offinance) to be more open,
their financial assets (e.g., investment possibly working with outside
strategy), deferred assets (i.e, insurance facilitators
and annuities), philanthropic assets
(approaches to charitable giving),
and heirloom assets (e.g., vacation
property).
SAMPLE STORIES, EXERCISES AND THINGS TO
TOOLS DESCRIBED IN THE KEY INFLUENCERS WATCH OUT FOR
CHAPTER
® PassingAlong the Right Values at ® Immediate and ® Being stuck in
Danica Imports extended family historicconflicts
® Sara Steps Up ® Executives and ® Too busy to
independent engage
® High Stakes in Relationship, Career Id P 638
. irectors
and Finances ® Spousal
® Other famil tati
O ® ATale of Two Families er a.ml v expectations
= enterprises ® Getting caught
2 e What If the Senior Generation ) 6 caug
o b "t Want toTransiti ® Advisors, between
x oesn anttofransition mentors, coaches the needs of
® “It's All or Nothing”:The Risks of 5 children and
. ® Community
Peer Group Advice parents
leaders

Four Types of Compensation in Family
Enterprise

® The Benefits of Learning Together —
Becoming a Learning Family

® How to Choose YourAdvisors

® What Makes a Family Champion?
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Aronoff, C. E., Mendoza, D. S., Ward, J. L., & Astrachan, J. H. (1997). Making
sibling reams work: The next generation (Family Business Leadership Series Volume
10). Business Owner Resources.
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Zak and Zoe—Later Adult Stage

Zak and Zoe are older now—both in their mid-seventies. It has been a long
and often winding road of ownership development for each.

Zak and his wife have three adult children, ages 41, 39, and 36. After
serving in ascending executive roles with the family business, including CEO,
Zak helped hire a non-family top executive but stayed on as board chair. He
leads a board that includes three independent directors and plays a vital role
in ensuring the voice of ownership in strategic decisions.

ZaK’s children all completed their education at reputable universities and
have shown interest and aptitude for the business, but ultimately pursued
career paths outside the family enterprise—landing two of them far from
their hometown. All have reached executive levels in their employing firms.
They each became owners when the oldest turned 35. Today Zak is frustrated
with their lack of engagement as owners. He offered them director roles on
the board; but they do not participate actively, due in part to their busy life
stage with professional careers and young families.

The family recently hired a family enterprise advisor to help them
think about ownership-related challenges. After interviewing the family and
observing family meetings, the advisor shared with Zak that the meetings
mostly consisted of a “download of information” about the business that did
not actively foster interaction with G3. Zak was advised to pose relevant
ownership issues and decisions to the next generation, to facilitate discus-
sion and provide members an opportunity to share their views and discuss
potential best options. The advisor also suggested that Zak hire a facilitator
to foster this dialogue in the family and business.

While Zak agreed with the suggestions and is eager to retire to a life of
travel and other hobbies, he lacks the confidence that his children will rise to
the challenge of active ownership, despite demonstrated capabilities in their
chosen fields.

Zoe is now 70, with four adult children, ages 38, 35, 33, and 30. She has
been the board chair of her family enterprise for twenty-five years, which has
grown tremendously with newly acquired farmland, as well as an expanded
tasting room, retail space, restaurant, and other commercial real estate. The
business is now valued at $108 million.

Ownership complexity over this time has grown too—from three siblings
to seven cousins—and will continue to expand as the next generation already
consists of twenty family members.
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Zoe is proud of the growth and professionalism she helped to establish.
However, the family experienced some significant challenges when transi-
tioning from Generation 2 to 3 due to a lack of structure and planning. She
is eager to involve the next generation as owners but worries it may be too
soon. Only four members of the rising generation work in the business and
are performing well in their roles and as a family team.

Zoe struggles to put her finger on her reluctance about passing on owner-
ship, but it has to do with feeling the next generation is not quite ready. While
they are eager to be involved as owners, they have made little progress on
related tasks, such as creating a family constitution and shareholders’ agree-
ment—items Zoe asked them to do with an attorney and family enterprise
advisor. When she asks about it, the rising generation says they are “working
on it,” but she is skeptical about their ability to complete these key tasks, and
increasingly concerned she will have to do everything herself. Zoe remains
unsure of the best approach to transition ownership to the rising generation.

Zoe and Zak face challenges typical of family enterprise members in the
later adult stage, or those ages 60 to about 100.

The Wandon Family: Building a Strong Family
for the Long Run

Russ Wandon wants to build a family that will remain cohesive and
connected after he is gone.

The 80-year-old founder of the Wandon Family Enterprise doesnt want
an omnipotent monarchy-like power structure, but rather a system set up
to transfer wealth, ownership responsibility, and values systematically to the
next generation while attending to broader stakeholder needs. In his case,
that means transitioning to his three children ranging in age from their early
thirties to early fifties. “It’s the opposite of a ‘capitalist’ approach to family
wealth,” Wandon says. “That’s where you spend a lot more money outside the
family, in pursuit of a lavish lifestyle with fancy clothes, fast cars, and frivolous
things.” He was inspired by a conversation with leaders of the Porsche family,
observing, “They had a desire to succeed not just in business but also in the
family. That meant having a strong set of values and being good to others,
not just making a buck.”

Wandon shares the principles he applied when building his own family
dynasty:
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o Maintain family interaction, promote broad participation. It is largely about
communication—of goals, ideas, and visions. Families that talk openly
about issues, including sensitive ones like wealth, are more likely to
develop a working system to transition assets of every kind, with broad
participation across the family.

o Invest in education. The next generation can and should benefit from a
variety of educational opportunities, including undergraduate courses in
business and related fields, governance programs to build director skills,
and others. Wandon himself took advantage of structured learning oppor-
tunities and informal conversations with leaders of other family enterprises
over many years to shape his priorities and plans.

o Respect passions, personalities, and differences. People will naturally have
divergent interests within and across generations. Working with family
members will mean respecting others’ interests and seeking common
ground without forcing one’s own perspective and preferences. Being
mindful of and receptive to diversity will mean getting the most from the
family system while building strong bonds to support ownership transition
and other issues. For example, both of Wandon’s sons pursued career paths
in business, while his daughter followed a career in the nonprofit mental
health world. “Kids need to follow their passion,” Wandon says.

o Think beyond the family. Building a dynasty also means thinking about
stakeholders beyond the family, as Wandon notes: “I want to set the right
example not just for my family but for the 400 people who work here
and look up to us. I want to share our values with them too. That means
communicating a sense of caring, warmth, and support.” On the phil-
anthropic front, Wandon started a private family foundation focused on
health care.

o Find the right consultants. Wandon looked for consultants who “under-
stood the importance of a family structure and dynamic and would include
everyone in any process and offer prudent advice.” He found a trusted
advisor who worked with his family for more than a decade.

Adhering to these and other principles has helped Wandon think about
what he wants for the future of his family and take steps to achieve it. “Con-
tinuing with a multigenerational family enterprise may not be the course our
next generations choose to follow,” he says, “due to different personalities,
needs, and goals, such as those related to work-life balance.” The statement
clarifies that he’s living by the principle of respecting differences, even those
that may emerge among future family members long after his time.
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Russ Wandon’s perspective and priorities exemplify those held by many
later-stage adults or family enterprise owners in our focal stage for this
chapter.

The Later Adult Stage (Ages 60 to 100+) and Why
It Matters

It is significant that we're including the age group of 100 and older. This
group represents the fastest-growing age segment worldwide, and there will
be an estimated 3.7 million centenarians—or those 100 years or older—in
the world by 2050.!

This stage can last a long time, given large-scale improvements in life
expectancy in recent decades.” That's one reason this stage warrants careful
attention to ownership development: owners can contribute meaningfully for
decades in their later years, whether they've worked for the enterprise or not.

Many feel they are “complete” by the time this stage rolls around, and
therefore no development is required; however, learning happens at every
stage of life, including this one, although with key differences. Below are
additional reasons why it is important to continue ownership development
well into the “golden years” of life.

o Letting go. Dr. Hawkins defines letting go as “an actual mechanism of
the mind which looks like the sudden cessation of an inner pressure or
the dropping of a weight. It is accompanied by a sudden feeling of relief
and lightness, with increased happiness and freedom.” The theme of “let-
ting go” will repeatedly arise in this chapter, with good reason. Owners
in this life stage have often filled valuable roles within the enterprise:
executive, chair/director of the board, family council leader, and others.
While it is important to share their experience with rising generations,
as noted above, it is also about giving the next generation space to grow
their capacity in becoming the confident and capable “new guard.” This is
another tricky balance to strike: some outgoing leaders cling to the steering
wheel, refusing to give up control; others take their hands off altogether, no

!'Stepler, R. (2020, May 30). World population ages 100 and up to grow eightfold by 2050,
UN projects. http://www.pewresearch.org/fact-tank/2016/04/21/worlds-centenarian-population-projec
ted-to-grow-eightfold-by-2050/.

2 Falkingham Dean of the Faculty of Social, J. (2019, November 11). Rising life expectancy and
why we need to rethink the meaning of old age. http://theconversation.com/rising-life-expectancy-
and-why-we-need-to-rethink-the-meaning-of-old-age-64990.

3 Hawkins, D. R. (2014). Letting Go: The Pathway of Surrender (p. 8). Hay House, Inc.


http://www.pewresearch.org/fact-tank/2016/04/21/worlds-centenarian-population-projected-to-grow-eightfold-by-2050/
http://theconversation.com/rising-life-expectancy-and-why-we-need-to-rethink-the-meaning-of-old-age-64990
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longer providing critical guidance or advice to younger generations. Grand-
parents can have a significant and positive influence on grandchildren. The
oldest generation can set an example for the youngest one and help new
family members appreciate the value of ownership in a way that the middle
generation might not be able to, given their busy life stage.

o Wisdom keepers. The senior years can be considered a time of integrity
which involves integrating and reconciling roles, knowledge, and experi-
ence. In their attempt to define their legacy, individuals in this stage often
want to pass along what they have learned. At the same time, the senior
generation may not be naturally gifted at mentoring. The later adult may
need to develop new skills to better share their wisdom and legacy. Making
sure the contributions and guidance of the senior generation are captured
and shared is the job of the entire family of owners, not just the senior
generation. We all know families where challenging dynamics prevent
this from occurring, resulting in losing valuable interactions between
generations.

o Co-creation. The aforementioned points suggest that benefiting from the
eldest generation’s knowledge is a two-way street: both older and younger
family members have to be willing to carry the ball together and “allow”
sharing wisdom while creating space to learn from each generation’s
successes and mistakes. Divergent values may get in the way here. For
example, the outgoing baby boomer patriarch is all about action, but his
millennial grandkids want a more balanced work life. This can lead to some
trust issues related to the transition of ownership. We have also observed
the rising generation complain that the older generation set up “playdates”
for them to meet cousins and interact but gave them no real decision-
making authority. This ultimately created an “illusion of involvement”
that failed to promote ownership-related growth in the younger cohort.
In general, all generations need to be open to co-creating the future and
working through the inevitable tensions and missteps. The “Involvement
Without Disempowerment” box provides an example of a tricky situation
in this arena.
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INVOLVEMENT WITHOUT DISEMPOWERMENT

The Hesmith family, owners of a growing automotive-parts manufacturing business, faced
the challenge of transitioning from the first to second generation once the elder cohort
reached his mid-seventies. The industry was changing rapidly—including the advent of self-
driving cars—and the older generation had critical sector and strategic knowledge, including
key risk management factors, supply chain relationships, and a history of value creation.
However, they struggled with the right level of sharing and involvement, particularly how
to transfer their depth of knowledge without disempowering the younger generation and
effectively making decisions for them. The concern was that the rising generation would
struggle to gain the knowledge and perspective necessary to occupy the metaphorical
driver’s seat as leaders and owners because of a lack of capability or interest. Both sides felt
tension and anxiety about creating the level of interaction. Fortunately, the family had made
progress by taking a structured approach to the challenge with weekly meetings to discuss
business and governance issues, having younger-generation members take on observer
director roles and other steps. While the challenge of finding the right level of involvement
remained a key issue, the senior generation’s sensitivity to this issue and interactive approach
paved the way to a more positive future situation.

o Ouwning shares and sharing decisions. Sometimes how to transition the value
of ownership can be clear but shifting the related decision-making respon-
sibility is more complicated. The family may be accustomed to being led
or influenced by a given individual or group for decades; therefore, shifting
that role to others is challenging, no matter how capable the successor(s)
may be. Similarly, the outgoing leaders or decision-makers (typically later
adults) have to trust the younger cohort with decisions, even though their
values may be different. The best antidote to these challenges is always
a strong, ongoing focus on multidimensional ownership development,
including that of the oldest family members. The box “Both Hands on
the Baton” presents a valuable perspective on this issue.
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BOTH HANDS ON THE BATON

To outsiders, ownership and leadership succession in a family enterprise can appear to be
clean, quick transitions where one generation seamlessly passes the proverbial baton to the
other. That is how Zoe, our ongoing family enterprise character (now 70 years old), has been
viewing succession, leading to reluctance because she felt her children were not ready. In
reality, this is far from true for many families, where there is a period when both generations
will have their hands on the baton, especially when the rising generation is in the middle
adult stage. The “passing the baton” metaphor obscures the reality that succession is more
often a nonlinear, ongoing process that requires a “co-leading” between generations before
the incumbent generation moves completely out. More and more frequently, succession
involves this prolonged interaction.* Members of both cohorts may have formal and
informal roles as leaders, governors, and influencers of the enterprise, making collective
decisions. Here, the best outcomes happen when there is a strong sense of trust and mutuality
among the generations, with all members focused on stewardship and the longer term. But
it is not easy. Families, upon recommendations of advisors, often spend a great deal of
energy planning succession; they usually don’t spend enough time exploring the challenges
of co-leading. Ownership generally means control, and there will inevitably be tensions
around who gets to decide what. A strategic, thoughtful approach will go a long way to
ensure members carry the baton well together, setting the stage for a positive eventual
handoff. Helped by an outside consultant, Zoe slowly took this perspective to heart and
trusted her children with more governance (board observer roles) and decision-making
responsibilities (input into family liquidity needs), enabling them to grip the baton of
ownership succession more firmly with her for a period of time.

* Marchisio, G. (2018). When a three-legged relay race replaces passing the Baton. FFI
Weekly Edition.

o Newcomers and challenging family dynamics. Complex dynamics can be
more prominent and amplified in this stage of adulthood, especially as
formal ownership transition becomes imminent. For example, the involve-
ment and influence of partners and adult children may grow. Spouses, for
instance, may become especially vocal about the sacrifices they and the
sibling owner or to-be owner may have made for the enterprise, such as
moving to a new city or giving up higher-paying jobs for family business
roles. Such sentiments may be linked specifically to ownership stakes, as
in “Which family members deserve more and why?” In such scenarios,
later adult owners can easily be caught “in-between,” struggling to appease
both sides while serving their own interests as well. These issues speak to
the general challenge of creating a perception of fairness across the family.
Fairness is a more intense issue in a family enterprise because members
compare themselves on status related to both family and work.* Owner-
ship development can help individuals and the broader group reach more
trust-based mutual decisions about ownership and other critical issues.

4 For more on fairness in family enterprise sece Rosenblatt, P C., De Mik, L., Anderson, R. M., &
Johnson, P A. (1985). The Family in Business (Jossey Bass Business & Management Series) (1st ed.).
Jossey-Bass.
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o Narrowing window of time. In a truly collective process, progress will be
limited by those with the least knowledge, experience, or willingness. This
can be especially difficult if owners in this stage have not been involved
much in decision-making until affer the incumbent generation has passed
on. Sometimes, members think the outgoing generation has put needed
structure in place. It is a rude awakening when they discover this is not
the case. The stakes around transition are remarkably high—in terms of
relationships, emotional well-being, money, and other key areas—so it
is important to gain related ownership knowledge long before that time
comes. Ideally, this should happen well before later adulthood, but in the
earliest years of this stage, if nothing else.

o Physical and mental changes. No one is surprised to hear people’s func-
tioning declines in the last stage of life, but people are often caught
off-guard by how gquickly this happens, in domains ranging from eyesight
to memory to mobility. It is important to appreciate the impact of phys-
ical and cognitive changes and constraints, especially on ownership-related
issues, as these represent challenges for the entire family in most cases.
Indeed, brain weight and volume declines by about 5 percent for every
ten years, and neurotransmitters associated with cognitive performance,
such as dopamine, also diminish with time.” What looks like a diminished
capacity can sometimes be a change that allows individuals to complete
the natural, end-of-life task of reflecting and pondering on life experi-
ences.® The good news is that it’s not all bad: research suggests that
despite the increase in physical and mental challenges, most older people
are well-adjusted emotionally in their later years. Together, these suggest
that owners or prospective owners in later adulthood (especially its later
years) should anticipate some decline in function but remain optimistic
about their ability to contribute meaningfully to the enterprise. Ownership
development can ensure they do.

5 Scahill, R. I., Frost, C., Jenkins, R., Whitwell, J. L., Rossor, M. N., & Fox, N. C. (2003). A
longitudinal study of brain volume changes in normal aging using serial registered magnetic resonance

imaging. Archives of Neurology, 60 (7), 989-994.

6 Solie, D. (2004). How to Say It to Seniors: Closing the Communication Gap With Our Elders (Fourth
Printing ed.). Prentice Hall Press.
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Central Theme: Challenge of Letting Go
and Shaping Legacy

Earlier we mentioned that later adulthood is largely about the challenge
of letting go while creating a legacy: moving out of ownership and lead-
ership roles and into a family elder or advisor role; transitioning from
decision-maker to influencer and mentor; moving, ultimately, toward a new
purpose, ideally with a sense of fulfillment and acceptance. Making these
shifts proactively, with intentionality and grace, is the goal, and a challenging
one.

Letting go of roles and control involves multiple, often contradictory feel-
ings. For example, the excitement for continuing your life’s work beyond
your own direct role often accompanies the sadness of not being in control
anymore and the fear of an unknown future. Letting go, therefore, is not a
one-time event but a process that occurs over time and can take ten to twenty
years or even longer. It is a process of transition that starts with letting natural
feelings emerge and accepting that they are normal. This acknowledgment
allows a subtler give-and-take that must occur for people to get the most out
of the transition. As I have suggested, the outgoing and incoming generations
must be made to feel valued and involved and given space for independent
growth and transition.

Letting go works in conjunction with building a meaningful legacy, either
consciously or unconsciously. In this process, individuals look back at people,
events, and relationships and assign them new importance, which becomes
part of their legacy. This powerful act is called recontextualizing life, and
helps rediscover blessings buried in difficult moments.” Allowing time and
space for this crucial discovery is important not only for the senior gener-
ation, but for the whole family and the enterprise. At the same time, this
prioritization of legacy and how others perceive their life’s work can lead to
decisions that seem out of character. A later adult who, for the bulk of his or
her life, was focused on how to secure the future of the family and enterprise
seems to suddenly shift their priority to defining what they will leave behind.
For example, we have observed a patriarch who created his estate plan in his
fifties, transferring ownership of the operating company to the two (of four)
siblings who work in the business. At that time, the patriarch prioritized busi-
ness continuity and acknowledgment of the hard work and sacrifice of the
operating siblings. Once in his mid-seventies, the same patriarch changed his
estate plan to gift the operating company to all four siblings. At this stage in

7 Schachter-Shalomi, Z., & Miller, R. S. (1998). From Age-ing to Sage-ing. A Revolutionary Approach
to Growing Older. Grand Central Publishing.
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his life, it was more important that his heirs view him as allocating wealth
equally rather than to ensure business continuity. The purpose of sharing this
example is to illustrate normal shifts in priorities for individuals as they grow
older. It is important to continuously monitor the changing needs of individ-
uals, the family, and the enterprise so that alterations to the estate plan can
be made if necessary. Creating regular and effective communication chan-
nels will help avoid shocking surprises later. The process of examining and
sharing legacy is a key part of ownership development for later adults. And
can come with some unexpected consequences. We present practical tips for
making this transition successfully later in this chapter. Here, we want to call
out some of the key transition-related themes to remember for those in this
latest stage of ownership development.

o Contributing in a different way. Later adulthood, handled optimally, means
a shift in the role you will play in the enterprise, whether moving from
CEO to board chair, or decision-maker to coach. Regardless of the exact
transition, the goal is to transfer as much knowledge, skill, and capacity as
you can to the family on various dimensions including ownership, busi-
ness, governance, and leadership. While their presence in the enterprise
may be reduced, the elder’s relevance in the family remains hugely impor-
tant. Hughes et al. (2017), in particular, suggest a few important roles
that allow the family to crystallize and store their identity through telling
stories, reminding of agreed-upon rules, and leading rituals. Additionally,
elders can encourage the importance of togetherness by effectively medi-
ating internal disputes.® For example, a European family creates videos
of older generation members sharing their lessons learned, resulting in
a “library of life experience” from which next generation members can
learn—directly from the source, even after these family members are gone.

o Managing loneliness and incapacitation. As we alluded to earlier, this stage
can involve large-scale changes in physical, cognitive, and social func-
tioning. Most families, regardless of location and financial status, are
underprepared for this. A spouse may die, for example, and leave their
partner feeling lost and disconnected from the family and the broader
world. A later-stage adult eager to share their knowledge and experi-
ence may face an unexpectedly chilly reception from the family. It’s often
assumed, particularly in some cultures, that senior members will handle the
challenges of this stage on their own, especially the psychosocial changes
it involves, but that’s a shortsighted viewpoint that can create tension

8 Hughes Jr., J. E., Massenzio, S. E., & Whitaker, K. (2017). Complete Family Wealth. John Wiley &
Sons.
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and problems family-wide. The senior member should take a proactive
approach, but the family needs to be involved, with a full discussion of
needs and expectations before declines in health force the issue. Indeed, the
hardest situation can be when a family member’s capacity for contribution
has declined, but he or she remains interested in having some involvement.
We have seen many such situations devolve quickly, with the outgoing
generation clinging to control (ownership, voting rights, etc.) while the
next generation tries to wrest it from them. We recommend a proactive
approach that considers all possible future scenarios and surfaces everyone’s
hopes, fears, and ideas, helped by outside advisors as needed.

o Managing the interface of generations. As people live longer, there will be
more generations represented in the family enterprise. A family today, for
example, could easily have members from the boomer, Gen X, millennial,
and iGen cohorts. Recognizing these groups will have different values and
lived experience (boomers and iGens may clash about social and environ-
mental values, for example), it is critical to create an environment where
ownership issues can be discussed comfortably and effectively. Families
who do this well often display these behaviors:

1. Make the time and space for family (not just business-related) commu-
nication to occur regularly.

2. Ask the tough questions (respectfully!) and listen carefully to the
answers,

3. Focus on interests (needs) not positions (demands); look for many
possible ways to meet the needs collaboratively, instead of getting stuck
on one solution to meet individual demands.’

4. Respect differences (which does not mean you have to agree with them).

5. Put in as much effort as possible to create consensus but choose another
decision model when this becomes destructive rather than constructive.

6. Utilize a facilitator when there are too many undiscussables or conflicts
to manage yourselves.

o Finding meaning. Much of the discussion about the later life stage is about
what is given up: mobility, energy, and car keys. But it should also be about
what is gained. Schachter-Shalomi describes the process as “conmsciously
transforming the downward arc of aging into the upward arc of expanded
consciousness that crowns an elder’s life with meaning and purpose” and calls

9 Raines, S. S. (2019). Conflict Management For Managers: Resolving Workplace, Client, and Policy
Disputes. Rowman & Littlefield.
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this model of late life development sage-ing, instead of age-ing.!” This is
so powerful because those who find meaning in their later years not only
live more fulfilling lives but longer, healthier ones.!! This meaning should
apply to their roles and contributions as owners, as well, as these may
be enriched by the pursuit of everything from philanthropy to political
office. In contrast, if you feel you have nothing left to learn or gain, your
contributions—and likely your life— will be much more limited in every
arena. As we will discuss later in the chapter, taking an intentional, proac-
tive approach to the challenge of finding meaning, rather than just hoping
it happens naturally, is a critical part of navigating later adulthood. Sage-
ing enables older people to become spiritually radiant, physically vital, and
socially responsible “elders of the tribe” for the benefit of the family and the
enterprise too. To this, Schachter-Shalomi asserts: “Sages can help redirect us
[from selfish, short-term thinking to broader, inspired approaches that take into
account the welfare of our endangered planet, with its limited resources and
environmental challenges. By their presence in the family and the communizy,
they also can show us how to grow beyond our overreliance on materialism by
cultivating an inner-directed lifestyle. Elders model to others how to put quality
of being before standard of living. With joy and compassion, they embody the
Sruits of having explored the deep psychological and spiritual dimensions of
life.12

o Being effective trustees and growing capable beneficiaries. The role of trustee
and beneficiary is critically important as most family enterprises, by the
third generation, have much of their assets transitioning to the rising
generations through a trust. Yet, very little attention is paid to developing
beneficiaries. Being the recipient of wealth often without decision-making
power is a confusing role. Advancing success in the transition process
involves being a great trustee who sees one of their key responsibilities
as growing great beneficiaries. This significant endeavor deserves a whole
book on its own! We direct those who wish to go deeper to resources in
our footnorte.!?

o Promoting contribution. Finally, it is important for the entire family to
embrace promoting ongoing contributions from later adult members.

10 Schachter-Shalomi, Z., & Miller, R. S. (1998). From Age-ing to Sage-ing. A Revolutionary Approach
to Growing Older. Grand Central Publishing.

11 See for example, MacMillan, A. (2017, August 16). People age better if they have a purpose in life.
http://time.com/4903166/purpose-in-life-aging/.

12 Schachter-Shalomi (1998, p. XV).

13 For further reading on the roles of trustee and beneficiary please see Goldstone, H., & Wiseman,
K. (2012). Trustworthy: New angles on trusts from beneficiaries and trustees; Goldstone, H., Hughes,
Jr., J. E., & Whitaker, K. (2016). Family Trusts. John Wiley & Sons.
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Early in this stage, that may be ongoing leadership of the business, board,
family, or philanthropy. In later stages it may mean serving as an advisor,
mentor, and/or storyteller. Sometimes, just the senior generation’s “being”
(rather than doing) can result in a contribution to the family. The pres-
ence of the founder of the business or the matriarch of the family is a vital
reminder for the whole family of their identity and legacy.

It is essential for everyone to keep in mind that the “soul never gets
old.” How one grows and contributes within the enterprise will certainly
change over time, and may be more limited in later years, but an emphasis
on fostering meaningful contribution is important across the life span. For
example, two uncles in their later years, who had recently retired from their
roles as board directors, wrote letters to the extended family (over 155 family
members), sharing funny stories about the founding generation’s quirky
personality traits; the anecdotes were later included in the family enterprise’s
history book.

Development Goals

In later adulthood, the objectives are both individual and collective, given
the large focus on creating and leaving a legacy—or sharing wisdom and
transitioning assets and responsibilities to the next generation. Here are the
primary goals to consider for ownership development in the later adulthood

stage (Exhibit 7.1).
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Exhibit 7.1 Owner’s Mindset: Development Goals for Later Adults

OWNER’S MINDSET: DEVELOPMENT GOALS FOR LATER ADULTS

AREA

DEVELOPMENTAL GOALS

INDIVIDUAL

* Letting go and finding new purpose: Later adults will benefit by
exploring what they truly want to spend their time on in this stage of life.
Often a new purpose emerges around philanthropy and giving back, or
mentoring, or finding joy in relaxation and travel, or stepping more fully
into the grandparent role. Regardless of which path is taken, it is useful to
take time to reflect and examine what is most meaningful to you as an
individual.

* Managing the aging process: As we’ve already suggested, this stage is
marked by physiological change. These changes can be emotionally
challenging for some to accept and manage, even if the changes are
primarily appearance related. Accepting these changes is important, while
taking care to attend to any health matters and putting in place good health
management routines around exercise, diet, and sleep.

* Dealing with loss and being frail: Later in this stage, later adults need
coping skills to deal with the loss of family, friends, colleagues, and
independence. This process naturally also involves learning to lean on
others for support and care.

» Cultivating friendship: Because of physical changes, loss, and
retirement, friendship is very important for older people. In many cases,
friends are as important as families. Friends are able to know you
holistically (beyond the family or the business role), are someone through
whom you can see yourself, and are someone with whom to share
experiences. They can represent a link to your authentic self, and your life
history. Cultivating long life relationships, or exploring new ones in new
circles, might become a more intentional activity.

FAMILY

* Strengthening and evolving family culture and tradition: Spending
time to advance and embed a strong family culture, especially as the family
continues to grow and evolve, is a valuable aspect of legacy. During this
stage more than others, recognition of the importance of family is often
more visible. Keeping the concept of building family culture and traditions
at the forefront is an important role for later adults, but the goal is to do
this through influence, rather than by coercion or guilt.

* Designing the grandparenting role: Some later adults and/or family
cultures are child-centric, while others are more adult-centric. Exploring
who you are and want to be as a grandparent is an important step in this
stage of life. Being intentional about designing this role with your children
and grandchildren is important. There can be significant tension around
this role in some families due to unmet hopes and desires. Spending time
reflecting on and talking about expectations can maximize the benefit of
this role in your family.

* Fostering family leadership in rising generation: We tend to focus on
transitioning leadership in the business and ownership systems and forget
about the importance of leadership in the family system. Strong continuity
in a family enterprise demands that someone in the family system is
providing the glue that holds the family together. Later adults may
recognize this more than others in the family, so their role in cultivating
this is crucial.

185
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OWNER’S MINDSET: DEVELOPMENT GOALS FOR LATER ADULTS

AREA DEVELOPMENTAL GOALS

¢ Advancing continuity planning: Although hopefully some estate
planning has been completed by this stage, it needs to continually evolve
to fit the family’s changing needs. As a later-stage adult, keep an eye on
how to advance your estate plan through ongoing, regular conversations
with the rising generations. They can’t make these changes, so you must.
However, they have to live with the plan once you are gone, so ensuring
they are aligned around it and that there are no surprises is critical

» Legacy: By this stage it’s ideal to have a strong sense of what you want to
leave behind: not just financially such as wealth or shares, but what you’d
want future generations to know about your life story and the values it
reflects. We believe it’s important to humbly but deliberately paint a
picture of what you want for your grandchildren and great-grandchildren,
including those you’ll never meet. What do you want to be the most prized,
sustained elements of your legacy? Identify and work toward those.

* Executive development: Early later adults who have not yet had an
opportunity to develop skills and capability in the executive leadership
functions may find an opportunity to step into this role at this stage of life.
Typically, executive leadership involves overseeing business activities
such as fulfilling organizational goals, strategic planning development,
and overall direction.

¢ Fertilizing family talent: At this stage, the talents in the rising
generations are often more apparent, so later-stage adults’ time is well-
spent on coaching and mentoring those family members who have the
interest, commitment, and capability to be future leaders. Developmental
goals here involve learning to listen, influence, and coach rather than tell
and direct

* Formalizing and professionalizing: As a business’s size expands so does
the need for process and structure, which can sometimes go against the
“entrepreneurial grain.” Recognizing the need for creating consistent and
well-understood approaches to how you do business as a family enterprise
is often a vital role for the incumbent generation to fulfill. Younger
generations may be hesitant to take this on for fear of changing the
traditional way of doing things, so senior adults may need to lead.

OWNERSHIP

BUSINESS / INDUSTRY

How-Tos

No one has all the answers. For many, that becomes clear by this later stage
of life. A central theme of this chapter is exploring the willingness to let
go and transition control and decision-making gracefully to rising family
members. This section presents practical tips for developing as an owner in
later adulthood—while helping younger family members do the same.

o Accept, plan, reflect, repear. This stage is ideally about a mix of acceptance,
proactive planning, reflection, and a willingness to bring others into your
process and ideas. Some later adults understand that truth more easily and
embrace it more readily. Others may not. But the idea is for later adults to
ask important questions of themselves: Where have I been? What have I
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learned from it—as an owner, employee, family member? What do I want
the next stage to look like? For many, the “next stage,” after retirement, may
appear blank, or even bleak, as they have never thought about life beyond
working years. Get ahead of that by actively envisioning the future and
what you want it to be. Remember: our brains do not like uncertainty, '
so painting a picture of your future will feel satisfying on the most primal
level. There is lots of outside help for planning your transition: seminars,
workshops, advisors, and peer groups. And there are many people facing
the same challenge, especially as baby boomers in the United States and
other later-stage adults worldwide face retirement.

o Tlake a proactive approach. Find people in the same situation, and learn
and grow together, for everyone’s benefit. The box, “From Somebody to
Somebody,” provides examples and additional ideas, and the “What’s Next”
box walks you through key questions to ask yourself as you consider the
path ahead once the involvement in the enterprise diminishes.

FROM SOMEBODY TO SOMEBODY

An executive of a Fortune 500 company dreads his impending retirement, especially going
from “somebody to nobody”—relinquishing an important, well-recognized role in the world
to descending into obscurity and anonymity. But he pushes past that fear to envision a
different future for himself, one where he learns to counsel others facing similar transitions.
He follows through by earning a counseling degree and becoming a sought-after executive
coach for post-career transitions. This is not a hypothetical example but a real-life one of a
senior tech executive who did exactly that. He is not alone. Many people have found there’s
a “third act” to life after all, from U.S. presidents (Carter led humanitarian efforts, the
Clintons started their Global Initiatives organization, and George W. Bush became a painter
of some renown) to ordinary people engaged in fulfilling governance, service, and leisure
activities in their later years. The idea is to go from “somebody to somebody”—not
the somebody you were before, but somebody with a purpose and passion, who finds
fulfillment in multiple aspects of life. Think about your somebody-to-somebody path, then
start down it.

14 DiSalvo, D. (2016, March 30). This is how uncertainty makes you lose your mind. https:/[www.for
bes.com/sites/daviddisalvo/2016/03/30/this-is-how-uncertainty-makes-you-lose-your-mind/.
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‘WHAT’S NEXT EXERCISE

As you consider what’s next for you, rank the items below to understand your order of
priorities.

With those rankings in mind, think about how you’d answer these questions, to get to the

activities you’d most enjoy over the next five years (assuming you will decrease your focus

on work responsibilities):

1. What might you like to do with your “extra” time? (Second career, volunteering,
hobbies, learning, relaxing?)

2. Who do you want to spend time with? (Spouse, family, friends, new friends?)

3. What travel plans appeal most? (Number of trips, destinations, mode of travel,
companions?)

4. How do you intend to stay healthy and active? (Physically, mentally, spiritually?)

5. How do you want to make a difference? (With regard to family, friends, community,
others?)

6. What legacy do you want to leave? (Family, friend, school, spiritual, others?)

o Fertilizing the talent. Anything you want to grow in life requires tender
loving care (i.e., TLC). Family talent is no exception. There are numerous
ways that later-stage adults in a family enterprise can fertilize the abilities in
the rising generation, such as creating a “think tank” environment for the
siblings or cousins in which to discuss important ideas about business, poli-
tics, philanthropy, and other social issues. One family, for example, creates
learning expeditions for a group of interested next generation members
to travel abroad and source new materials and products for their retail
distribution business. Another family took members to Asia to learn their
customs and traditions while building business connections with suppliers.
Then they expanded their luxury goods business into one of the countries
of focus the following year. Consider what think tanks—or “act tanks™—
might fit your family best. It is also about transmitting values to the rising
generation. A patriarch in Canada made it a point to get to know his
twenty-plus grandchildren on a personal level, to understand their interests
but also to exert some influence on them, especially around family values
and culture—the idea, for example, that as family enterprise members they
were part of something bigger than any one of them. One way some fami-
lies nurture talent and entrepreneurship is to set up a family bank. At
their best, a family bank provides two key opportunities. First, it allows
family capital to fund start-ups, risky or small ventures that couldn’ get
capital elsewhere. Second, it creates a space to practice policy development,
joint decision-making, accountability, and sometimes, difficult discussions.
Often, though, what seems like a slam-dunk idea doesn’t foster engagement
among the next generation. Sometimes the concept creates family division.
In our experience, the limited success of family banks is usually because the
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bank’s purpose isn’t clear and policies are not in place to manage expec-
tations. One of the first choices to make about any “family bank” is: Is
it about family capital that will be decided upon by the whole family
or is it about the senior generation’s capital over which they will retain
final decision rights? A well-executed family bank creates a shared expe-
rience, supporting the family’s growth of all capitals (financial, spiritual,
intellectual, social, and human). The key is to have clear rules and expecta-
tions around accountability especially. See the box “Key Rules for a Family
Bank.”

KEY RULES FOR A FAMILY BANK

A family bank is a process and structure whereby family members can access funds to start
or support business ventures within the family. The bank is governed by a set of rules
designed by the family that set the process for securing a family start-up loan as well as how
family members are expected to pay back monies owed. One family began a family bank to
support their family values of entrepreneurism and innovation—they decided to follow
philosophy with action. They created the following expectations for family loans from their
bank.
1. Family will invest no more than $100,000 in the first round.
2. Family will invest no more than the family member undertaking the new
venture is investing.
3. Family will invest no more than 25 percent of total capital required for
the investment in the first round of raising capital.
4.  The family member starting the business must be the full-time CEO,
not just an investor in the new venture.
5. The new business venture must set up a small board of directors with a non-executive
chairperson; board must meet at least every six weeks.
6.  The business or family member must start paying back the loan the year after the first
year of profitability in an agreed upon amount which does not put the new venture at
risk.

o Thoughtfully decide on how to transition value AND control. When designing
ownership structures for the rising generation, it is important to reflect on
how value and control will be shared by future owners. We often see a bias
in families and their advisors toward equally sharing value among siblings
or cousins but putting control in the hands of one or a few. We advocate
for taking time to reflect on and discuss each of these critical elements of
transitioning ownership separately. Questions to consider include: How do
we want the rising generation to share in the value of our assets? How do
we want the rising generation to share control and authority over decisions?
In answering these questions, start by considering the potential repercus-
sions on the relationships in the family—especially over time. First, identify
your family’s enterprise needs from a leadership and governance perspective
including any legal and tax implications. Own the process and be inclusive
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in consulting others. Big decisions like these have a significant impact on
individuals’ lives. Therefore, it is essential for the rising generation to be
exposed to and consulted with on these matters. However, the final deci-
sion of how to pass ownership on remains in the hands of the current
owners.

o Form a cousin club. Beyond grandparent camp, the senior generation can
provide funding for the group of cousins to build connections and get to
know one another better over time and through their ages and stages of
life. Senior generation family members can help the cousins select a leader,
and work with them (or pay for an outside advisor) to build structure and
clarity around what they want to learn or do together as a group of prospec-
tive owners. When the time is right, step away and let them run with it
while providing mentoring and check-ins.

o Addyess old wounds in the family. Many families have historical wounds that
have been swept under the rug rather than truly resolved. The senior gener-
ation, in their process or reviewing life, with wisdom and experience, may
be able to lead the way (partly by role modeling) for these hurts to be
properly discussed, addressed, and forgiven. Of course, this takes emotional
maturity and willingness by all parties to come to the table for what might
be emotionally charged discussions. A highly skilled and trusted facilitator
may be helpful in navigating this sensitive and challenging process. The
bottom line: the senior generation can and should play a vital role in
ensuring relationship issues that exist within or between generations do
not cascade into the next.

o Relearn the art of listening. Later adults, especially founding generation
members, have often mastered the “directing and getting things done”
mode of being an owner. So, during this later stage of life, sometimes it
is useful to relearn the art of listening versus telling. Rising generation
family members are frequently full of energy, ideas, and enthusiasm about
how they can contribute in a meaningful way. This is a time when later
stage adults utilize their wisdom by listening and influencing rather than
directing and usurping,.

o Plan as a managing owner. How managing and non-managing owners
plan for transition will likely differ on key points. Here, consider how
an operating owner may plan (we consider non-operating owners next);
such owners typically start with transition of management responsibili-
ties, followed by ownership-related ones. Moving on from a leadership role
should involve reflection and thinking about the best potential successor,
including conversations with the rising generation to understand what
they want and how well set up they are for a transition. Are there strong
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successor candidates among them? Are next generation relationships—
among siblings or cousins—sufficiently strong to handle the transition?
Such planning usually involves the business board (ideally one with inde-
pendent and family directors) and, sometimes, non-family executives.
Together with the departing operating owners, these people can help
formulate and carry out a plan, including addressing key development
needs in the rising generation. As we have emphasized, the best such
process will be truly collective and collaborative, rather than marked by
battles over control and decision-making. Managing owners, ideally, will
provide a depth of guidance on the business and ownership, without
disempowering the next generation, as the box, “Stay or Get Out of the

Way?” suggests.

STAY OR GET OUT OF THE WAY?

Should I stay or get out of the way? That becomes a critical question for later-stage adult
owners in family enterprises, as they face the transition from greater to lesser involvement.
As we’ve noted, those in this life stage often err on one side of that decision or the other: they
cling to control or decision-making at the expense of the rising generation’s growth, or they
take an overly hands-off approach, letting the next generation fend for itself. Indeed, our
ongoing family enterprise characters Zak and Zoe are both dealing with this challenge
of later adulthood, as they struggle to understand how much to be involved in the business.
What senior adults do is based on their individual personalities and interests as well as the
family dynamic. We encourage later-stage adult owners to look for the right balance of
staying to provide key guidance and getting out of the way to promote opportunities for
growth. Use your wisdom and experience to help rising family members find their own
footing and create a vision for what they want while still upholding the family’s values,
culture, and legacy. Like most things in life, there is a lot of gray area here, and no single
right answer. Use that reality to take a balanced and collective approach while staying

true to your values and needs. In both and Zoe’s and Zak’s cases, this will mean continuing
to be involved while passing along key ownership responsibilities to the next generation,
including making decisions about liquidity, risk, and other areas.

o Plan as a non-operating owner. Non-operating owners may face less of an
identity transition than those helping to operate the family business, but
relinquishing ownership or governance responsibilities still requires signif-
icant adjustment. If youre in this category, plan ahead for formal changes
such as the legal transition of shares or governance roles, but also for less
formal, “softer” things such as seeing people less often because you may
not be attending ownership, board, or family council meetings. That can
feel like a loss, and indeed it is one. Ideally, exit planning is something the
family will think about collectively, so there is a clear set of policies and
protocols in place by the time later adults transition as owners and/or from
other roles; by the early phase of this stage, work toward creating those if
they’re not already in place. Just like prenuptial agreements, such discus-
sions and formal policies are critical, but nobody wants to talk about them.



192 W. Sage-Hayward et al.

Be the one willing to raise the issues, for the collective and individual good.
Look for outside help, such as that of advisors, to facilitate related conver-
sations. Be aware of sensitive issues such conversations will raise, like status
differences between owners and non-owners, including those transitioning
from one status to the other. As always, think about how best to maintain
family relationships as an overarching goal, while not overlooking indi-
vidual voices and needs. Better to try to strike that tricky balance than to
ignore its importance or to figuratively throw up your hands about getting
it right.

o Groom a family leader. Family leaders are sometimes called Chief
Emotional Officer (CEmO), or “the glue that keeps the family together,”
because they intentionally provide emotional support, ensure communica-
tion, welcome and educate in-laws, protect the culture, foster the owner’s
mindset, and promote fun interactions.'® This role is sometimes coupled
with the role of CEO, although as generations go by, and the family grows,
the grooming and appointment of a different family member as CEmO
becomes critically important. Very charismatic founders sometimes play
both roles unconsciously. Being aware of it, and intentionally filling this
profound role, is a very delicate task. It requires time to decide whether to
leave the role as implied or a more formalized one; and identify the right
candidate, who needs to be trained around major competencies: facilitation
skills for collaborative decision-making, conflict management, emotional
intelligence, and emotional maturity, to name a few.

o Create an adequate ‘development system.” As we mentioned earlier in the
chapter, families with formal development systems for governance leader-
ship and other areas feel much more confident about continuity than those
who do not have such systems. They need not be large, formal programs,
but some structure and standardization can be important to create an
effective means to prepare people for important responsibilities. System
components include evaluation of next generation members’ strengths and
development needs, coaching relationships, protocols regarding education
and other development aids, and ongoing monitoring of progress. Fami-
lies with particularly large cohorts of next generation members can benefit
from outside advice on such systems, as some advisors specialize in creating
these systems for maximum effect.

e Do an impact analysis on yourself- Family enterprise advisor Stephanie Brun
de Pontet points out that many of those transitioning from influential

15 Lowe, C., & Evansb, J. (2015). Harmony, productivity, and informed decision making: The
fundamental competencies of the chief emotional officer. Sociology Study 5 (1), 60-73.
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positions in family enterprise fail to understand how deeply their depar-
ture affects multiple systems within which they operate, including the
family and business systems.'® Don’t make that mistake. Take a compre-
hensive approach to recognizing the impact of your transition (or that of
another family member), including on the family (spouse, siblings, and
children), ownership group, and business. A simple example is the large
number of spouses who are surprised to find how difficult it is to adjust to
their partner’s being home full-time after decades in a professional role,
reflecting a disruption in the family system. Think about such adjust-
ments, communicate your needs related to them, solicit others’ hopes and
concerns, and take a generally proactive approach to transition within the
systems you inhabit.

o Repurpose your purpose. This is much easier said than done. As you tran-
sition out of decades-long roles, work hard to identify the things that
will give you meaning—ideally, activities that involve ongoing learning
and growth—and work hard to create opportunities for yourself in these
areas. That might mean roles similar to those you once occupied (such as
serving on business or nonprofit boards) or entirely new pursuits (such as
community service or learning an art). Experiment to find the right fit.

o Share your desires for the latest stage. Finally, think hard about what you
want your latest life stage to look like—from where you would like to live
to what activities give you joy. In his bestselling book Being Mortal, Atul
Gawande discusses how critical it is to identify what's most meaningful
with the reality that your health—and life—won’t last forever.!” Too many
people don’t think about or communicate what's most meaningful to them
and how that affects medical and other key decisions until it’s too late.
Interestingly, research shows that people seriously ill don’t want to be a
burden on others. Not discussing, or documenting these end-of-life care
wishes, and leaving them to family members who will be grieving, puts an
incredible emotional load on loved ones. An additional risk to consider
is the fact that when grieving, decision-making capacity is significantly
diminished. Finding support to discuss alternatives when still in good
health, pondering the consequences of your choices, and communicating
your finalized care plan with your family will protect them from feeling

bereaved, guilty, or uncertain, and allow you to fulfill your preferences.'®

16 For more see De Pontet, S. B. (2017). Transitioning from the top: Personal continuity planning for
the retiring family business leader. Springer.

17 Gawande, A. (2014). Being mortal: Medicine and what matters in the end. Metropolitan Books.
18 Healey, J. (2017). End of life issues. Spinney Press.
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Sample Development Plan: Later Adult

Scenario: As noted at the start of this chapter, Zoe is now 70, with four grown
children. She is board chair of the family enterprise, which is valued at $200
million and growing, with substantial new investments in real estate, a retail
store, and other areas. Two of Zoe’s children work in the business, and while
Zoe sees the next generation as capable, she’s not ready to transition owner-
ship responsibilities in a large way, in part because the rising generation has
made little progress on tasks such as creating a new shareholders’ agreement.
Zoe's development plan includes these priorities (Exhibit 7.2).

Exhibit 7.2 Owner’s Mindset: Sample Development Plan for a Later
Adult (Zoe)

SAMPLE DEVELOPMENT PLAN FOR A LATER ADULT (ZOE)

AREA DEVELOPMENTAL ACTIVITIES

*  Working with a coach to revisit life purpose

* Hiring a personal trainer to maintain strength and flexibility
Golfing once per week with friends and colleagues

+ Sitting on the board of breast cancer nonprofit

INDIVIDUAL

* Running grandparents camp in the summer for her six grandchildren and

their cousins

Mentoring her nephew George to take on the role of family leader

*  Setting aside needed time to have a special one-on-one weekend trip with
each grandchild

FAMILY
.

*  Working with others to select and mentor a new board chair

* Leading recruitment of two new independent directors

*  Working with G4 to help them build a robust shareholders’ agreement for

their cousin partnership

Completing an estate freeze in preparation for transferring shares to G4

+ Establishing an education trust for future generations, secured with an

income-producing asset

* Developing family bank and incubator policy (see the box Rules For a
Family Bank for an example of one family’s approach)

* Serving as president of the national wine association

» Doing an internal weekly blog on leadership, culture, and teamwork to all
employees

* Participating in a chairperson peer group

OWNERSHIP

BUSINESS /
INDUSTRY

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
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intentional approach to development by weaving a coordinated plan for your
family appropriate to your specific circumstance and context.

In previous chapters, we highlighted the importance and role of key influ-
encers in the process of building an owner’s mindset. The later adult stage is
no exception. Key influencers are as critically important at this stage as they
are in others. In Chapter 6, we highlighted executives, independent directors,
close friendships, other family enterprises, advisors, mentors, and community
leaders as key influencers. Similarly, these individuals provide advice, insights,
and assistance in ownership development for later-stage adults. Please see
Chapter 6 for more information on how these people provide support for
building an owner’s mindset.

Where to Start?

Preparing to transition ownership control and other responsibilities in a
family enterprise is not for the faint of heart. It may well be one of the more
difficult adjustments a person can face.

So, rather than pointing to one specific starting point or practical step, we
would like to emphasize here a healthy menzality to have as a later-stage adult
moving toward an ownership transition. It includes the components below:

o Aim for self-awareness and honesty. Self-awareness requires profound
honesty with oneself. As we noted earlier in this chapter, strive to be
aware of what matters at this stage of your life, and what you want to
leave behind. What will be of greatest meaning to you on both of those
counts? If you can get some clarity around that, it will help you make
related decisions and communicate your needs to others.

o Focus on acceptance as a process. Sonnenfeld suggests we recognize and
embrace the multiple steps of this adjustment, where acceptance comes at
the end of a few stages.!” The process begins with a period of denial that
the career is going to end. It is potentially followed by anger toward the
opportunities the next generation have before them. Bargaining is the next,
and often manifests in negotiating for staying to deal with special projects.
Depression may follow as second last: it is normal to feel defeated with
unfinished business and wonder where the time went. Working through
it, finally a feeling of contentment emerges and creates space for feeling
pride and accomplishment. It is crucial to consider that this process is not

19 Sonnenfeld, J. (1991). The heros farewell: What happens when CEOs retire. Oxford University Press.
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easy—for yourself and those around you. Individuals experience loss associ-
ated with leadership, power, status, and routine. Empathy, self-awareness,
and honesty foster a sense of acceptance of self and others. Engaging in
difficult conversations more openly is much better than choosing the path
of silence or superficiality.

o Embrace paradoxes. Family enterprise is a large set of paradoxes: tradition
and change, constraint and freedom, and many others. But the tension
around paradoxes flows from people thinking of the choices these repre-
sent as “either-or” rather than “both-and” options. Family enterprise can
respect traditional values while striving for needed market-related changes,
for example.?? In the same way, ownership of the family business is yours
until it isn’t; most later-stage owners don’t wish to be the last owners. So,
embrace the paradox of yours-but-not-yours and help others in your cohort
do the same. Feeling the difficulty of this paradox-rich transition is not
only to be expected but normal, so help to normalize for others to the
extent that you can.

o Exist in the in-between. According to William Bridges, every transition has
three phases: an ending, an in-between, and a new beginning.?! He uses
the metaphor of a jump from one trapeze to another. We focus only on the
trapeze parts, or the ending of one thing and the start of another. That is
largely because the in-between space, the mid-air part in the metaphor,
feels uncomfortable for people, as it is marked by uncertainty and the
anticipation of a potentially uncomfortable change. As Bridges and others
suggest, try to think of the in-between less as a threat and more as an
opportunity: to take stock, to celebrate, to breathe, and to prepare. Do
your best to exist in the in-between, as it will help you accept and even
embrace what comes next.

Things to Look For

Among the most common challenges or pitfalls to consider regarding owner-
ship development in this life stage align again around the theme of transition.

o Letting the familys expectations become your own. Unlike the issue above,
this is where the family’s needs might exert a disproportionate influence
on your own. For example, a later-stage owner may be ready to move into

20 For more on paradox in family enterprise see Schuman, A. M., Stutz, S., & Ward, J. L. (2010).
Family business as paradox. Palgrave Macmillan.

21 For more see Bridges, W. (2004). Transitions: Making sense of lifes changes. Cambridge.
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retirement, but the family feels they will be lost without this influential
person. The result might be a reluctantly continuing owner, which is not
good for the system. To avoid that, be as aware of and honest about your
motivations as possible, with yourself and others. Promote healthy involve-
ment of others in the system by providing space to grow and establishing
ownership development programs. In this way, what is best for both you
and the family will likely be the same.

o Ignoring signs indicating it is time to move on. This is a large challenge
for many family enterprises: managing owners who deny they should
make room for others. That can mean failing to support next generation
members’ development as owners or leaders, or assuming your influence is
needed. In fact, owners with this mindset often create situations where they
are needed because other members in the system have not been helped to
gain the capacity to make ownership decisions. This is often a collective
problem, but it typically starts with the individual owner who is unwilling
to give up control. Strive for self-awareness and objectivity to understand
whether you fall into this category before tensions and conflict rise because
of an unwillingness to move on.

o Ger past the first two years of retirement. It is not uncommon that the first
two years of retirement are exciting as individuals have the time and the
means to indulge in all the things they always wanted to do. After an initial
period of new adventures, the power of distraction may lessen and a retiree
could increasingly miss the sense of gratification and meaning of their
work.?? In some severe cases, senior family members go back to business or
ownership responsibilities, becoming a “boomerang owner.” Stepping back
in and expecting to replace the CEO or board chair usually causes major
relational consequences. When planning for the time after retirement, don’t
forget to include meaningful, not just recreational, activities to fulfill your
need for deeper gratification. As mentioned earlier, preparing for the uncer-
tainty ahead and accepting the natural sense of loss accompanying any
transition are critical to avoiding this boomerang trajectory. Think about
factors—beyond a sense of boredom or a lack of personal satisfaction—that
may prompt a relapse, such as failure to trust those left behind with key
responsibilities. Take steps to address these factors in advance. It can also
help to establish clear criteria for when it may be appropriate to step back
in, or when the family can ask you to do so, such as in an extraordinarily
difficult ownership decision.

22 Sonnenefeld (1991).
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o Underestimating the impact on the couple. Retirement is one of the most
relationship-altering events in a couple’s life, mainly because the time
spent typically increases significantly, making such relationship central.??
For many this may be a great relief and coping mechanism, for others,
a major source of stress. This is because spouses had long awaited the
day when the daily routine was not driven by enterprise priorities. The
outcome of this prolonged waiting varies considerably between extremes:
from spouse’s excited presence to complete absence. This manifests with
the case of a patient and devoted spouse, who is now ready to travel the
world together or engage in delayed hobbies; or a more independent one
with a full life, as a response to prior neglect of family life; or the death of a
spouse. While planning for this time, know that aging well is correlated to
being in a positive and nurturing relationship, in particular, marital ones.
Creating close companionship, mutual support, and little conflict requires
intentional effort, which pays back incredibly well. In doing so, also don’t
underestimate that although children are grown up and live independently,
couples dont stop worrying about them. Different perspectives on whom
to involve in ownership and leadership positions may strain marital rela-
tionships. Therefore, initiating these conversations in advance and with the
appropriate support may help tremendously.

Don't forget that as humans, we are a work in progress, even at the later
stage of life. We can always improve and learn. A critical question to ask
at this juncture is: What are you most motivated to learn at this stage of
life? The Later Adult Stage Summary (Exhibit 7.3) provides key highlights of
developing an owner’s mindset for later adults in a family enterprise.

23 Fishel, A. K. (2018). A life-cycle approach to treating couples: From dating to death. Momentum

Press.
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Exhibit 7.3 Later Adult Stage Summary Table

WHY

WHAT

WHY LATER ADULT STAGE MATTERS

@ Wisdom keepers for family and enterprise

KEY MESSAGE

Letting go must be

accomplished to achieve

® |etting go requires patience and practice

® Opportunity to co-create with following
generations

® Owning shares and transitioning final
authority

® Newcomers and challenging family
dynamics

® The transition stak es are very high if no
structure is in place

® Physical and mental changes
DOMAIN  DEVELOPMENT GOALS

® |etting go and finding new purpose:
Senior adults will benefit by exploring
what they truly want to spend their time
on in this stage of life. Often a new pur-
pose emerges around philanthropy and
giving back, or mentoring, or finding
joy in relaxation and travel, or stepping
more fully into the grandparent role.
Regardless of which path is taken, it
is useful to tak e time to reflect and
examine what is most meaningful to
you as an individual.

Managing the aging process: As
we've already suggested, this stage is
marked by physiological change. These
changes can be emotionally challenging
for some to accept and manage, even if
the changes are primarily appearance-
related. Accepting these changes is
important, while taking care to attend
to any health matters and putting in
place good health management rou-

- tines around exercise, diet, and sleep.
Individual

® Dealing with loss and being frail:
Later in this stage , senior adults need
coping skills to deal with the loss of
family, friends, colleagues, and inde-
pendence. This process naturally also
involves learning to lean on others for
support and care .

Cultivating friendship: Because of
physical changes , loss and retirement,
friendship is very important for older
people. In many cases, friends are as
important as families. Friends are

able to know you holistically (beyond
the family or the business role), are
someone through whom you can

see yourself and are someone with
whom to share experiences. They can
represent a link to your authentic self,
and your life history. Cultivating long
|ife relationships, or exploring new ones
in new circles might become a more
intentional activity.

enterprise goals and it may
involve the setting aside of
an individual's identity, ego
and personal goals.

SAMPLE DEVELOPMENT PLAN
HOW TOs FOR ZOE
® Accept, plan, reflect,
repeat

® Working with a coach to revisit
life purpose

® Address old wounds in
the family

® Hiring a personal trainer to
maintain strength and flexibility

® Relearn the art of
listening

® Golfing once per week with
friends and colleagues

® Repurpose your purpose @ Sitting on the board of breast

cancer nonprofit
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DOMAIN DEVELOPMENT GOALS

Family

Ownership

Strengthening and evolving family
culture and tradition: Spending time
to advance and embed a strong family
culture, especially as the family contin-
ues to grow and evolve, is a valuable
aspect of legacy . During this stage more
than others, the recognition of the
importance of family is often more
visible. Keeping the concept of building
family culture and traditions at the
forefront is an important role for senior
adults, but the goal is to do this through
influence, rather than by coercion or
quilt.

Designing the grandparenting role:
Some senior adults and/or family cultures
are child-centric, while others are more
adult-centric. Exploring who you are

and want to be as a grandparent is an
important step in this stage of life. Being
intentional about designing this role
with your children and grandchildren

is important. There can be signifi cant
tension around this role in some families
due to unmet hopes and desires. Spend-
ing time reflecting on and talking about
expectations can maximize the benefit of
this role in your family.

Fostering family leadership in rising
generation: We tend to focus on tran-
sitioning leadership in the business and
ownership systems, and forget about the
importance of leadership in the family
system. Strong continuity in a family
enterprise demands that someone in the
family system is providing the glue that
holds the family together. Senior adults
may recognize this more than others in
the family, so their role in cultiv ating this
is crucial.

Advancing continuity planning:
Although hopefully some estate
planning has been completed by this
stage, it needs to continually evolve to
fit the family’ s changing needs. As a
later-stage adult, keep an eye on how
to advance your estate plan through
ongoing, regular conversations with
the rising generations . They can't mak e
these changes , so you must. However,
they have to live with the plan once
you are gone, so ensuring they are
aligned around it and that there are no
surprises is critical.

Legacy: By this stage it's ideal to have
a strong sense of what you want to
leave behind: not just financially such
as wealth or shares , but what you' d
want future generations to know about
your life story and the values it reflects.
We believe it's important to humbly

HOW TOs

@ Form a cousin club

® Onboard grandchildren
into family governance

® |ead ownership
development process for
rising generation

® Do an impact analysis
on yourself

SAMPLE DEVELOPMENT PLAN
FOR ZOE

Running grandparents camp
in the summer for her 6
grandchildren and their cousins

Mentoring her nephew George
to take on the role of family
leader

Setting aside needed time
to have a special one-on-
one weekend trip with each
grandchild

Working with others to select
and mentor a new Board Chair

Leading recruitment of two new
independent directors

Working with G4 to help them
build a robust shareholders’
agreement for their cousin
partnership

Completing an estate freeze
in preparation for transferring
shares to G4

Establishing an education trust
for future generations, secured
with an income-producing asset

Developing family bank and
incubator policy (see Box titled
Rules for a Family Bank

for an example of one family' s
approach)



HOW TO

but deliberately paint a picture of what
you want for your grandchildren and
great-grandchildren, including those
you'll never meet. What do you want to
be the most prized, sustained elements
of your legacy? Identify and work
toward those.

DOMAIN DEVELOPMENT GOALS

® Executive development: Early senior
adults who have not yet had an oppor-
tunity to develop skills and capability
in the executive leadership functions
may find an opportunity to step into
this role at this stage of life. Typically,
executive leadership involves overseeing
business activities such as fulfilling
organizational goals, strategic planning
development, and overall direction.

Fertilizing family talent: At this stage,
the talents in the rising generations

are often more apparent, so later-stage
adults” time is well-spent on coaching
and mentoring those family members
who have the interest, commitment,

and capability to be future leaders.
Developmental goals here involve
learning to listen, influence, and coach
rather than tell and direct.
® For and prof lizing:
As a business's size expands so does
the need for process and structure,
which can sometimes go against the
“entrepreneurial grain. "Recognizing
the need for creating consistent

and well-understood approaches

to how you do business as a family
enterprise is often a vital role for the
incumbent generation to fulfill. Younger
generations may be hesitant to take this
on for fear of changing the traditional
way of doing things so senior adults
may need to lead.

Business/
Industry

SAMPLE STORIES, EXERCISES AND
TOOLS DESCRIBED IN THE

KEY INFLUENCERS

7 Mentoring While Letting Go ...

SAMPLE DEVELOPMENT PLAN

HOWTOs FOR ZOE

® As an operating owner, °
develop a process for
leadership succession

Serve as President of the
national wine association

® Doing an internal weekly blog
on leadership, culture and
teamwork to all employees

® Participate in a board chair peer
group

THINGS TO WATCH

CHAPTER OUT FOR
® The Wandon Family: Building a Strong @ Parents ® Becoming a “boomerang
Family for the Long Run © Adult children owner”
. L.;:iltvemem Without Disempower - © Grandchidren ° Eig;rg;{?;ﬁiaglcyo ;e
@ Both Hands on the Baton @ Non-family your own
management ® gnoring signs indicating it's
® from Somebody to Somebody ® |ndependent time to move on
® What's Next Exercise directors o Get past the first two
® Key Rules for a F amily Bank ® Trusted Advisors years of retirement
® Stay or Get Out of the Way? ® Underestimating the

impact on the couple

® Dying with your boots on
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Learning Family

As we've explained, an owner’s mindset is developed simultaneously at the
individual and collective levels. In this chapter we're focusing solely on devel-
opment at the collective level. Specifically, we're highlighting learning for a
“team” of current and prospective owners across stages of life which is first
initiated in the family system, and it is where an owner’s mindset germinates.
We advocate starting early at the collective level for this specific reason.

With that in mind, we present material with a similar structure to that of
the stage-focused chapters: a sense of why family development matters; defi-
nition of a learning family; goals for collective development; how-tos; where
to start; and things to watch out for. We start off hearing about a real family’s
journey of ownership learning: The Burtons.

The Burton Family’s Journey Toward Becoming
a Learning Family

Jim Burton recently experienced a liquidity event through the sale of his
longtime business—PPI Management Inc. He decided to take a significant
portion of the proceeds from this sale to invest in building a multigenera-
tional family legacy with his six next generation family members and their
respective families. He set up a large private family foundation called the
James A. Burton and Family Foundation and invited his adult children to
participate as members and co-creators. Their shared family dream is to create
“an empowered society inspired to foster enduring growth and betterment in
their communities.”

Although Jim has been philanthropic his whole life, this was an opportu-
nity to build a family legacy wizh his children, and as a family. For the past
few years, the Burton family has been building their collective knowledge
and capability around philanthropy, good governance, and family commu-
nication. Their development activities include a mixture of regular family
meetings, conferences and program attendance, monthly financial coaching,
personal development sessions, bimonthly family webinars, and having access
to information resources such as books, articles, and podcasts. In addition,
each rising generation member is advancing their individual knowledge and
learning in their personal areas of interest.

One of the first goals for Jim has been to provide a basic financial base
for each of the rising generation family members, thus allowing them the
freedom to create a personal vision and to dream bigger for themselves. By
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providing a financial base (but not so much that they don’t have to work!), it
has enabled the rising generation to open up their thinking about the future
beyond just survival. Jim states, “They have not really had a chance to think
about this before without concern around financial stability.” This process
has also helped the next generation build personal financial literacy, which
will translate well into their need to understand financial matters related to
their family foundation.

Jim indicates the experience has been incredibly rewarding. “It has allowed
us to build a new vision, including roles and dreams for each other and our
collective family legacy. This process has not been about just giving them
something but rather working side- by-side with them, which is a very different
picture. It is a shift in learning—and more stimulating for me. Having the
chance to participate in this process with my kids has been a huge gift. It is a
great privilege and a progressive step toward building a true multigenerational
family legacy.”

The Burton Family’s approach to collective development highlights a
thoughtful and deliberate approach to advancing their shared knowledge and
skill, which is the focus of this chapter.

Why Collective Ownership Development Matters

Combined with individual development, collective ownership development is
critical for many reasons. First, preserving family wealth (both qualitative and
quantitative) is a dynamic process.! Simply maintaining what exists, rather
than growing it, puts the family capital (human, social, intellectual, spiritual,
and financial) in danger of decay. Creating collective family development
is among the most effective ways to build family capitals and achieve that
necessary growth. (See Exhibit 8.1—Individual and Collective Ownership
development.)

1 Hughes Jr., J. E., Massenzio, S. E., & Whitaker, K. (2017). Complete family wealth. Wiley.
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Exhibit 8.1 Individual and Collective Ownership Development
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Collective Learning

This is also supported by Jaffe’s recent research,” where he shows that as
family enterprises grow in size and complexity, it’s critical to move beyond
individual development and advance the entire family. As Jaffe found, this
investment in the next generation is fundamental to the continuity of the
family enterprise itself.

Beyond that core motivation, here are two other reasons to make collective
learning a priority:

o It increases owner team alignment. One key objective of collective develop-
ment is to create alignment within and across the family. The goal of trying
to reach consensus by hearing all perspectives does not negate a family’s
need to make decisions by majority at times which everyone may not agree
on, such as those related to business risk, dividends, and fairness. Collec-
tive development helps build alignment on multiple levels. First, the family
enterprise membership is dispersed and diverse in multiple dimensions,
including age, gender, geography, knowledge, abilities, values, interests,
and family roles. Collective ownership development promotes cohesion,’
connection, and trust among family members who may “look,” think,
and behave differently, enabling the group to come to consensus deci-
sions. Second, any team working on complex issues requires a common
set of frameworks and vocabulary for effective dialogue. A family enter-
prise is no different. Collective family enterprise education yields a shared
language across members, including as related to business terms (growth,

2 Jaffe, D. (2020). Borrowed from your grandchildren. Wiley.

3 “Family cohesion is defined as the emotional bonding that family members have toward one
another,” Olson, D. H., Russell, C. S., & Sprenkle, D. H. (1983). Circumplex model of marital and
family systems: V1. Theoretical update. Family Process, 22 (1), 69-83.
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risk, profits, and liquidity), ownership terms (trust, shareholders agree-
ment, and dividends), communication terms (empathy, consensus, and
active listening), and psychology (enmeshment, triangulation, psycholog-
ical safety), for a more level playing field and efficient, effective decision-
making processes. Finally, joint learning creates a collective memory that
helps reinforce and build on individual learnings.

o It builds the skills of the group. Specifically, we are referring to skills that a
specific group possesses—not the skills of individuals applied in a group
setting. An owner team is called on to make infrequent and high-stakes
decisions, e.g., sell or buy a portion of a business, elect a director, etc.
Without the “playing field” on which owners can practice discussing and
deciding, they will be ill-equipped to effectively make these challenging
decisions. Collective learning creates the space for a current or prospective
owner team to “flex their group muscles” and learn to work together. In
addition, the process of learning together normalizes differences, and gives
people permission to talk about difficult subjects, including those related
to money, conflict, and continuity, among others. Development isn’t only
about tangible, “agenda-driven” knowledge people gain, but the ability to
trust one another and communicate and collaborate for the long term.
The right approach to collective development breaks negative patterns and
fosters healthier ones at the family and individual levels.

Become a Learning Family

A helpful concept in pursuing collective development is that of the learning
family, based on the broader idea of a learning organization. We encourage
you to think of development as moving your family toward becoming a
learning community of family owners, based on the ideas here.

A learning organization, as defined by Peter Senge, is a group of people
working together to transform and enhance their collective capacity to create
results they really care about.” We define a Learning Family as a group
of family members who are passionate about their jointly held (current or
future) assets, and collaborate to actively build an owner’s mindset and skillset
to enhance their family’s capitals (spiritual, financial, human, social and intel-
lectual). It is an aspirational state and the outcome of a continuous process

4 Easterby-Smith, M., Araujo, L., & Burgoyne, J. (Eds.). (1999). Organizational learning and the
learning organization: Developments in theory and practice. Sage.

5> Senge, D M. (2014). The fifth discipline fieldbook: Strategies and tools for building a learning

organigation. Crown Business.
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of learning and growing. Therefore, it is the journey of becoming a learning
family rather than the destination of being a learning family that generates
the benefits of collective development.

In this context, learning families display:

o Proactivity: A learning family proactively designs learning opportunities to
advance both individual talent and the collective brain trust. They also
establish uninterrupted times and places to build capacity, working toward
this goal as individuals and as a group.

o Deliberateness: The family jointly creates the vision for and expectations of
development opportunities, including a budget and a set of action steps.
When the family doesn’t know for sure what the outcome can or will be,
they say so.

o Responsiveness: Learning and development activities are designed in response
to family members’ needs and interests in addition to the business needs.

o Smart risk-taking: In a learning family, members experiment, take risks and
try new ways of doing things without fear of reprisal or getting it wrong.
Mistakes are considered part of the learning process.

o Psychological Safety: Family discussions are viewed as safe places to chal-
lenge assumptions, biases, and sacred cows, without being punished for
mistakes or risk-taking.® Every topic is up for discussion. Family members
give and receive feedback openly and constructively, as feedback is viewed
as critical for growth and progress. Feedback loops are encouraged and
expected.”

o Inculsiveness: The vision of the family enterprise emerges from a creative
process involving the broad perspectives contributed by family members
and other key stakeholders. In addition, a learning family invites members
to learn about a// aspects of the family enterprise, so they understand their
role and potential opportunities within it.

o Fiduciary approach: Time and effort are expended to foster actions and rela-
tionships centered on duty of care and loyalty. The family is committed to
managing their biases. All of the above are learned behaviors that can be
improved over time.

6 “The term (psychological safety) is meant to suggest neither a careless sense of permissiveness, nor
an unrelentingly positive affect but, rather, a sense of confidence that the team will not embarrass,
reject, or punish someone for speaking up. This confidence stems from mutual respect and trust
among team members.” (p. 354). Edmondson, A. (1999). Psychological safety and learning behavior
in work teams. Administrative Science Quarterly, 44(2), 350-383.

7To learn more about psychological safety, see Edmondson, A. C. (2018). The fearless organization:
Creating psychological safety in the workplace for learning, innovation, and growth. Wiley; Delizonna, L.
(2017). High-performing teams need psychological safety. Here’s how to create it. Harvard Business
Review, 8, 1-5.
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Collective Development Goals

In conjunction with individual development goals, the objectives of collec-
tive development are focused mainly on skills and knowledge that enhance
cohesion and collaboration. In particular:

o Build trust and respect. Even the best-informed family enterprise members
will fail to make much progress and will likely end up in the wrong place
without a collective sense of trust and respect. Trust, in particular, is not a
monolithic elusive quality; rather, it is a very tangible and actionable asset,
which includes character, competence, and reliability along with specific
behaviors.® Although perhaps considered unconventional wisdom, trust
can be regenerated once it is broken. Collective development processes
should be aimed at generating greater trust among the ownership group.

o Strengthen communication capabilities. Owners of all ages, stages, skills, and
roles need to be able to express their opinions and ideas in a respectful way
while making space for those of others. Each family member will have a
unique and personal style for how they interact and communicate in the
family. Everyone who is committed can improve skills related to empathy,
listening, reflection, synthesis of ideas, and many others. This is especially
critical for having difficult conversations, as family enterprise owners often
must.

o Advance capacity to collaborate effectively. Family members must be able
to agree and manage disagreement productively and peacefully on every-
thing from a shared vision to family employment to establishing effective
governance policies. Collaboration is at the heart of family enterprise conti-
nuity, and among the key beliefs of an owner’s mindset. Thus, one of the
most central priorities of collective development is promoting collabora-
tion skills and a sense of partnership among family members, which can
be passed down through the generations.

o Develop collective decision-making capacity. A key capability to develop in
a family and future shareholder group is collective decision-making which
is the ability for the group to analyze alternatives and decide on a path
forward in a participatory fashion. In this process, all voices are heard and
opinions are honestly shared. When agreement is important and consensus
can’t be reached, revisiting the issue again later may be the appropriate
action depending on the urgency and significance of the decision. Estab-
lishing a “fair process” is crucial here, as it can reduce the occurrence of

8 Covey, S. R., & Merrill, R. R. (20006). The speed of trust: The one thing that changes everything.
Simon and Schuster.
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conflicts and minimize its strength. In particular, pay attention to three key
elements: first, being consistent in the procedure, across time and persons;
second, assuring representativeness in all the phases; and, finally, providing
accurate information, in time and allowing for correctability.9

o Create shared language and understanding. Even groups that have a foun-
dation of communication and collaboration require shared language and
understanding of key concepts, structures, and processes to maximize their
effectiveness. Given the unique and complex nature of the family enterprise
landscape, collective development should aim to educate family members
on the “language of family enterprise” which includes topics related to
leadership, governance, philanthropy, ownership, personal development,
relationships, wealth, and family enterprise strategy.

The items just explained serve as both goals for development and the
foundation on which to promote and reap the rewards of development. It
is ideal to have basic levels of communication, collaboration, shared under-
standing, and decision-making in place when you take on individual and
collective ownership development. If the family is struggling in this regard,
such as experiencing long-standing conflicts or rifts, then working through
such blocks needs to be the priority before more specific ownership-focused
development can proceed. In such cases, an attempt at collective healing
should be the first step to determine what’s even possible for more specific
development.

How-Tos

The most important choice to make here is to commit to collective develop-
ment and becoming a learning family. Subsequently, you have many options
to pursue in execution. Here are collective development options, guidelines,
and strategies that we have found most effective for families across a range of
areas. You should remember the importance of creating some balance among
knowledge, skills, beliefs, and recognizing the ongoing maturing and evolving
of people.

o Create buy-in. Learning is one of those activities where efforts and bene-
fits are often diluted over time. Most often individuals experience present
sacrifice for future rewards, which requires capacity for delayed gratifi-
cation. Delaying gratification typically presents a trade-off between an

9 Van der Heyden, L., Blondel, C., & Carlock, R. S. (2005). Fair process: Striving for justice in
family business. Family Business Review, 18(1), 1-21.
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immediately available reward and a larger reward available later.'® Don’t
underestimate that delayed gratification is less common and more complex
than it might appear. Depending on the age and stage of family members,
it is recommended to create fun rituals and habits around learning for the
youngest, so it becomes second nature for them through modeling and
repetition. In the case of more adult members, focus on single behavior
change to begin with, which can relieve some current struggles too, easy to
implement, and finally provide some support.!!

o Conduct a learning needs assessment. Given most families are heavily focused
on working in the business, it may be hard to pin down exactly what educa-
tional needs the family may have as a collective. A needs assessment is a
good first step to help a family determine where they are today in terms
of their knowledge, skills, and capability and where they want to be based
on their vision, passion, and interests, ideally in each of the three circles.!?
See Appendix C for a sample.

o Hold in-house learning sessions. It is ideal to include a learning activity or
event at each family or ownership governance meeting, where feasible. An
example could be to have one of the executive partners put together a
few sessions. A family in New Mexico chose this option and their trusted
advisor organized a mini-workshop on finance for non-financial managers
almost every month for two years, for more than twenty sessions. It was a
huge hit, especially with the rising generation family members and others
who needed to build greater financial literacy. Other families hire experts
to come in-house to build capacity in having difficult conversations and
similar interpersonal topics, strengthening their ability to be assertive and
communicate effectively.

o Be open-minded to new topics. To promote participation, inclusion, and
intergenerational learning, families often have success when they invite
next generation members to educate the whole family on latest tech-
nologies, social media, or general trends. While they may be topics
not immediately related to the enterprise, they can be very effective in
promoting intergenerational understanding and closeness.

10 The famous “marshmallow test” developed by the Stanford psychologist Walter Mischel in the
1960s introduced the concept of delayed gratification. A researcher was offering kids a choice between
an immediate treat (marshmallow) or a larger amount of the same treat upon the return of the
researcher at a later time (unspecified and usually 15-30 min). The kids were left alone in the room,
in front of the treat and with a hidden camera, which was recording the challenge of smaller sooner,
versus larger-later. Mischel, W., & Ebbesen, E. B. (1970). Attention in delay of gratification. Journal
of Personality and Social Psychology, 16(2), 329.

11 Somers, M. (2018). Advice that sticks: How to give financial advice that people will follow. Practical
Inspiration Publishing.

12 Family, Business, and Ownership.
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o Run multifamily workshops. A valuable resource for business families is
other business families. We strongly suggest you find opportunities to
learn with other families, either locally or otherwise. One family enter-
prise matriarch, for example, said that attending a two-day workshop on
family governance halfway across the country was invaluable for her family
because they “didn’t know anyone” and that anonymity enabled them to
explore multiple issues more freely. Not all families need such privacy, but
all families benefit from learning with others who walk or have walked in
their shoes. Conferences and public programs in family business matters
like those offered at family enterprise centers are also great forums that
create a strong multifamily platform for learning. A family in the Pacific
Northwest held a one-day conference on family enterprise dynamics and
invited five other local families to attend. “Build it and they will come”
was their philosophy, and it worked. The program led to a series of shorter
learning sessions all the families continued to attend. If a multifamily work-
shop is not easy to organize, another family can be invited to present and
share at your family retreat. Inviting multiple members of different gener-
ations and creating peer groups between and among different generations
can originate fun and fruitful exchanges of ideas and perspectives.

o Engage in policy development. As enterprising families evolve and profession-
alize over time, creating meaningful structures like policies is important to
help clarify “how things work around here.” Working together to design
policies and processes helps to align family members on the most effec-
tive way for them to navigate the complex landscape in which business
and family are intertwined. Appendix B includes a list of common poli-
cies for each of the three family enterprise systems: family, business, and
ownership. Policy development is a tool, not the panacea, to resolve all the
past, present, and future issues families may experience. It is a very helpful
process that doesn’t substitute the need to foster interpersonal relationships
and to continuously consider how needs evolve.

o Start a family book club. Some families love to read, others, not so much. If
your family is inspired by book-based learning, then having a family book
club is an excellent way to create a common base of knowledge and to learn
about key topics related to your business and your family. Keep it simple

by following the ideas in the box Family Book Club Guidelines.
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FAMILY BOOK CLUB GUIDELINES

Follow these tips to start and enjoy a learning-focused family book club.

¢ Number of books: Choose no more than four books per year

*  Choice of books: Rotate choice of book among family members

*  Structure: Schedule a two-hour discussion around the book and send out three to
five questions in advance to prompt thinking ahead of time

*  Moderator: Choose a moderator for each meeting, ideally one with the skill to
keep the conversation on topic (at least for the first hour!)

o Strengthen and extend your social network. Families have social capital in
addition to financial capital. When considering family learning and devel-
opment, strategically building your network is an important part of the
process, as suggested by earlier points about learning alongside other
families. We recommend actively developing inspiring relationships and
ensuring that younger family members have opportunities to build connec-
tions with key stakeholders—from trusted long-time family advisors to key
non-family leaders in the business, to reap the large rewards of mentoring,
development roles, and other activities.

o Go on learning expeditions. Learning families recognize that true innovation
and change means leaving your own backyard, expanding your horizons,
and getting out of your comfort zone. Learning expeditions involve going
to new regions and territories to stimulate thinking and foster insight. This
may mean traveling together to a conference or to hear an industry speaker
or going as a group to a country (or region) where you hope to expand your
business to learn about the regional customs, build relationships, challenge
assumptions, and gather market intelligence, among other activities. It is
a process that involves the cycle of observing, doing, reflecting, and inte-
grating new knowledge and information into your way of doing business.
See the box “Retail Expedition in Asia” about one family’s effort to help
the rising generation understand the market into which they planned to
expand their business.
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RETAIL EXPEDITION IN ASIA

The Terrot family, which owned a large retail business in the Midwest, designed a five-
day learning expedition in Singapore and Shanghai for a group of third-generation family
members working in the business.
Primary objectives for the expedition were:
*  To develop a better understanding of Asia as their next potential market of
growth
*  To get inspired by best practices in retail
*  To identify potential partners
* To solve a specific challenge around how to leverage data analytics to best
position the company’s locations and brand within their target countries
The Family hired an advisor with good relationships and connections in the region to set
up and manage the process for them. The advisor also facilitated integration sessions after
each meeting with a retailer or potential supplier to help family members reflect on what
they learned and how they might incorporate this knowledge into their strategic planning for
expansion. The shared experiences and learnings brought the next generation family
members closer together and gave them confidence in the company’s strategy and their role
within that strategy.

o Strengthen communication skills. Owners and prospective owners in your
family must be able to communicate about a range of topics, from vision to
values to risk. That includes formulating and presenting ideas and opinions
and engaging in thoughtful, respectful, productive discussion and debate.
There is a wide range of resources to boost individual and group commu-
nication skills, including university-based programs, online materials, and
outside advisors. The critical thing is to commit to improving communica-
tion skills through formal and informal resources, followed by a willingness
to practice what is learned. The box “The Wilsons Commit to Commu-
nication” provides an example of how one family made communication a
priority.

THE WILSONS COMMIT TO COMMUNICATION

The Wilsons are a third-generation auto-parts family enterprise in the Pacific Northwest.
From early on, the family made communication a top priority. That included family
meetings, a separate owners’ council, and informal meetups such as family dinners and
reunions. Each generation was expected to contribute to meetings. All three generations had
an opportunity to contribute to the agenda, and members across all age groups presented
ideas and insights. Even the middle-school-age grandchildren presented on topics ranging
from what they were learning in school to philanthropic causes such as hunger and the
environment. The Wilsons also regularly attended local university workshops on
communication and brought in experts for sessions on improving communication about
vision, conflicts, and other areas—again with an emphasis on the participation of all age
groups. The family’s focus on communication has promoted a culture of empathy, openness,
and sharing, and facilitated highly effective decision-making while preparing the next
generation of owners to care and succeed.




8 Becoming a Learning Family 215

o Promote collective ownership, business, and financial literacy. It's no surprise
that collective ownership development requires a shared vocabulary and
understanding around ownership, business, and financial concepts and
terms such as shareholders agreements, family employment policies, divi-
dends, risk, liquidity, and many other areas. Owners need this knowledge
to both discuss and make prudent, well-informed decisions about an oper-
ating business or a portfolio of business holdings or stock. Some families
have pre- or post-board meeting meetings. One family in the Midwest
gathers all sharecholders two days before the board meeting to jointly
review the board packet and discuss the high priority matters that will be
covered during the board meeting. Most importantly, they have a chance
to ask questions and dive deep in a lower pressure environment—with
just family owners and a facilitator and none of the independent direc-
tors. Other families hold post-board meeting meetings, where important
different perspectives are explored more in depth.

o Enbance philanthropy knowledge and skill. Many enterprising families who
have succeeded financially prioritize giving back to their communities and
the broader world. Therefore, learning about causes, need, and impact as
well as how to assess nonprofit organizations, among others, is a different
and important set of capabilities to develop. An approach to consider
here is shared service-learning activities. Instead of having only lectures
or conversations about environmental crises, social needs, or sharing
resources, family members engage in service-learning activities'? together.
In doing so they are active in creating and retaining the knowledge and the
emotional experience associated with it. The benefits of these experiential
forms of collective learning are multiple. Through engaging in meaningful
projects that require understanding of the specific needs, crafting solu-
tions, and helping with the implementation, family members have an
important opportunity to put in practice and test multiple skills (leader-
ship, communication, project management, etc.) and knowledge (financial,
marketing, strategic, etc.). In addition, service-learning activities create a
deeper mindset shift: from charity to solidarity. Charity implies that indi-
viduals are somehow above the people they are assisting, and don't capture
the benefits they receive in exchange. When the shift to solidarity happens,
family members appreciate both a sense of the shared human condition
with those who are in need, and the betterment that comes from helping.

13 Cress, C. M., Collier, P. J., & Reitenauer, V. L. (2013). Learning through serving: A student
guidebook for service-learning and civic engagement across academic disciplines and cultural communities.
Stylus Publishing, LLC.
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This manifests itself among the owners by increasing their capacity to
collaborate and support each other.

o Aim for authenticity. Entrepreneurs, including those in family enterprise,
are often overly focused on practical solutions and processes. However, it
is also important to foster honest, authentic behavior and interactions.
For example, in one enterprise’s family meeting, a senior owner took
responsibility for not sharing more with the family about his personal chal-
lenges while running their enterprise. It was a very emotional moment
that resulted in a new understanding and greater intimacy among family
members, thereby galvanizing them. Sharing, authenticity, and vulnera-
bility go a long way to bringing people together around ownership. But,
of course, one can't force it. Instead, aim to create a culture of openness
where people feel comfortable being honest and “real.” Lead by example in
this dimension, wherever possible.

o Have fun. It has been proven how positive emotions improve learning.'*
Amidst the push to gain, consolidate, and apply ownership knowledge,
don’t forget to have fun. Fun in the process of ownership development isn’t
frivolous; it is a critical way of fostering engagement and interest, espe-
cially among younger family members. Effective owners place significant
emphasis on doing fun activities as part of their learning and together time.
That includes playing games at meetings or engaging in a cooking class at
the end of a meeting or asking members to put on humorous skits at the
start or end of a family event. Customizing fun activities so the content
to be learned—such as a Jeopardy! game based on ownership terms—is a
great way to boost engagement and knowledge retention.

o Engage in sporting events and other team-building experiences. Sport is an
immediate metaphor and an excellent tool for team-building opportuni-
ties and development. The choice of games is critical. Be careful not to
fan the flames of unhealthy competition. Pick sports that offer lessons in
different skills. For example, sailing teaches collaboration and coordina-
tion, quick decision-making, and responding to changes in the external
environment. Assign roles to allow members to leverage their differences
and learn the crucial lesson that as a family, you need the synergy of a
diverse set of skills to accomplish your goals. Setting up sports events for a
family reunion strengthens budgeting, contingency planning, prioritizing,
organizing and accountability skills. The box “From a Game to a Sponta-
neous Life Lesson” shares an example of how a children’s game evolved into

4 Tying, C. M., Amin, H. U,, Saad, M. N., & Malik, A. S. (2017). The influences of emotion on
learning and Memory. Frontiers in Psychology, 8, 1454.



8 Becoming a Learning Family 217

a powerful and long-lasting learning moment for the rising generation in
a European learning family.

FROM A GAME TO A SPONTANEOUS LIFE LESSON

Giada, a fourth-generation owner now in her late forties, still remembers vividly the joy
of visiting her grandmother, who was the founder, at their family business when she was a
child. She loved her Granny’s office; it appeared serious and at the same time very familiar,
full of family pictures. Among her favorite moments was going to the office supplies cabinet,
which was twice her size and filled with the most incredible items, including pens and
highlighters of every color. She was used to playing with them for hours, pretending that she
was selling them to imaginary customers. One day, she and her cousin were playing together.
Their grandmother joined them to go home together, to have a family dinner. She saw the
girls keeping one of the highlighters and an eraser. Granny softly asked what they were
doing. “Can we bring it home?” they asked their Granny, in sync. Gently, she explained that
it belonged to the company and was for the people working there to use. “I don’t
understand,” Giada replied, “Isn’t the company ours?” Her cousin nodded, indicating the
same confusion. It became a great opportunity to explain the difference between the
resources of the company and those of the family and owners. Forty years later, these now
owners still recall how it was the first time they understood the concept of boundaries, and
how important these were and still are in their family and enterprise.

Sample Development Plan: A Learning Family

Scenario: When she was in middle adulthood, Zoe's family sat down just before
the holidays to map out their family learning plan for the next year. Although
there were some moans and groans about the time commitment, everyone
ultimately embraced the value of collective learning. Their plan included the
components in Exhibit 8.2. They budgeted nearly $40,000 to cover confer-
ence fees and travel and expedition costs, not including facilitator fees for
the quarterly meetings.
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Exhibit 8.2 Owner’s Mindset: Sample Development Plan for a Learning
Family (Zoe’s Family)

ACTIVITY DETAILS

* Include a development activity at each quarterly family
meeting. Topics to include:
o  Exploring individual purpose
o Learning to manage boundaries in a family enterprise
*  Understanding our relationship to money and wealth
Financial literacy * Reading a financial statement case study
program » Complete a financial literacy program with the family’s
private banker for G4 group of cousins
e Offer six family enterprise webinars with subject matter
experts using Zoom:
o  Building consensus in a family enterprise
Starting a family foundation
Preparing for year-end tax planning
Choosing a financial advisor
The value of mentoring and coaching
Designing your purpose
* Attend and present at a Family Business Conference:
* Three family members attend and participate on a panel
Conference regarding next-generation development; attendees develop a
few bullet points on what they learned and recommended
action items to present at a family meeting
*  Conduct a learning expedition with all rising generation

Meeting activities

Webinars

O O O 0 O

Learning expedition family members to Napa Valley to tour three to five family
wineries

* Schedule Pioneer Seed Company to present at annual

External speaker general shareholder meeting on how plants and seeds are

being genetically modified for drought and insect resistance
* Participate in a family book club (adults) which includes the
following books:
Family Book Club o The Culture Code by Daniel Coyle
o  Being Mortal by Atul Gwande
o Innovation in the Family Business by Joe Schmieder

The sample development plan is offered as an example only and includes a
variety of ideas—some of which you may already do in the normal course
of development in your family. Our goal is to inspire you to take a more
intentional approach to development by weaving a coordinated plan for your
family appropriate to your specific circumstance and context.

Where to Start?

The ideal place to start ownership development and movement toward
learning-family status is with communication.
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Begin a conversation about the need for collective development, about the
benefits of being a learning family, and about other family members’ passion
and appetite for the same. The level of interest in the topic should quickly
become clear, as will red flags such as trust issues. See the box “If We Were a
Learning Family Exercise” for how one family began the process.

“IF WE WERE A LEARNING FAMILY” EXERCISE

Over the years, Zak kept hearing from Zoe about how she was fostering a learning
environment in her family and was eager to get something like this going in his family. So,
he decided to put discussion of the learning family concept on the agenda for the next family
meeting.

At the meeting, Zak shared what Zoe and her family had accomplished and led his family
through an exercise using the introduction and questions below:

Imagine it is five years from now and we have created a family that is passionate about
being the best multigenerational family enterprise we can be. Let’s describe what we think
we would see and experience at that future time.

1. What policies, events, and activities help us to thrive?

How do family members behave with each other in good times? In bad times?
How do we interact with our key stakeholders?

How do family members feel about the family and our enterprise?

What do we care most about?

What are we able to do that we can’t or don’t do today?

What value are we creating for our family, our customers, and our
community?

8. How do we define and measure our success?

9. How is all of the above different from how we operate today?

10. What are the roadblocks we face to becoming a learning family?

NNk LN

We recommend making the development process simple, fun, and personal
to your family members. Consider starting with the aforementioned exer-
cise above, then pick one or two of the suggestions from earlier in this
chapter—such as a learning trip, developing a key policy, or building finan-
cial literacy—and start by relating it to family members” personal situations.
For example, one family had third-generation family members just entering
grade school. The founding generation wanted to help support their grand-
children’s education and suggested that at the next family meeting, they work
on building an education-funding policy. Reading material was sent out in
advance, as well as some key questions to stimulate everyone’s thinking. This
example illustrates how learning can be both intake of new information (i.e.,
reading articles and asking thought-provoking questions) and experiential
(i.e., developing a policy together).

It can also be helpful to target development at specific types of owners
within your broader pool, such as new or prospective owners, operating
owners, non-operating owners, and the like. Some development approaches
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will apply to all the groups, but some should be customized to that cohort’s
specific needs.

Finally, start with patience and a long-term view. Be intentional in creating
a positive experience around learning encounters. The investment of time in
any kind of ownership development is critical. The value of development is
rarely visible after each meeting or activity but builds over time and becomes
more evident when tested—such as when a young family member contributes
their first idea or insight at a family meeting. Keep at it but be patient about
results and trust they will emerge organically over time.

Things to Look For

As in previous chapters, here we call out the most common pitfalls on the
pathway to collective development:

o 100 much too soon. Becoming a learning family is a long-life process. Intro-
ducing too many activities too soon may cause a reaction of overwhelm.
Systems need time to change and adjust. Clarity and buy-in are paramount
to transformation.

o Giving up too soon. It can be tempting to give up on family learning,
especially during the stages of life when everyone is busy with building
the business and managing young families. One patriarch threw around
the phrase “You clearly haven't prioritized this” whenever family members
didn’t attend one of his learning events. This just made the next generation
feel misunderstood and frustrated. Engaging family members in learning
is more of an art than science. It requires patiently exploring areas of indi-
vidual interest and passion and marrying that with business needs and
priorities, ideally in creative ways. One family involved in the pet prod-
ucts industry set up a cooking class with a specialist to develop dog and cat
food recipes. Several members of the rising generation loved cooking and
so this was a way to introduce them to the business and incorporate their
expertise and interests simultaneously.

o A failure to prioritize trust and communication. Development simply isn’t
possible without trust and communication. It can be tempting to move
into collective development without first assessing levels of trust and
communication capability in the family. Don’t make that mistake: low trust
will not only impede development but might result in further erosion of
family dynamics if people try to force development on a system that can't
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handle it. Make assessment and improvement of trust and communication
the first priority as a foundation for more specific ownership development.
Sacrificing the needs of the many for the issues of the few. Every family
faces the dilemma of whose needs to put first: the group’s or the indi-
vidual’s? Ideally, both types of needs can be satisfied with relationships,
policies, practices, and values related to ownership and other areas. But
sometimes, families’ ownership development efforts can be derailed by the
issues surrounding one individual or a small subset of people—such as an
unwillingness to buy into a collective vision or to abide by long-standing
policies. Many families will try to engage everyone around all things, espe-
cially something as important as ownership development. But sometimes
that’s simply not feasible, and it makes sense to move ahead on ownership
development with those who are willing to learn and grow rather than to
let one person exert a disproportionate influence on the enterprise’s future.
Skillful moderation is critical in such circumstances, whether by the family
or outside advisors.

Being too rigid and disconnecting from the family. With the best intention of
creating structure to support the learning efforts, there might be cases in
which the requirements are perceived to be too rigid as opposed to the asso-
ciated rewards for attending (i.e., paid attendance) which creates a more
transactional approach toward learning. This attitude can produce less than
desirable effects, including disengaged family members. We recommend
involving family members when designing collective learning practices. Be
flexible around learning methodology or experiences and begin with the
challenges they presently experience.

Individual learning fails to become collective learning. In a learning family,
individual growth influences collective growth and vice versa. A great
reward for individual efforts is to create engaging opportunities to share
the learning with a larger group. When an individual attends a conference,
or reads a great book, or meets an inspiring individual, create time and
space for such learning to be shared in a fun and effective way, according
to the talents of every family member. Not everything needs to be in a
written document; today, easy access to HD technology allows for fun
videos, engaging conversations, visual arts, and the like.

Not facing hard choices: I-We Tension. Sometimes, ownership development
means being realistic about the possibility that the current or prospec-
tive ownership group just can’t perform well together. Perhaps there is
simply too much historic conflict. Maybe there are significant values or
vision differences among owners. Or owners might have very different
risk tolerance or financial needs or goals. Regardless, sometimes “stepping
up” means observing that not owning together may be best for family
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relationships. Sometimes called “pruning the family tree,” or more deli-
cately, “ownership consolidation,” this process often requires the leadership
and diplomacy we've outlined already. Families can navigate this difficult
process effectively, ultimately supporting the repair and growth of family
relationships once ownership no longer gets in the way (see Exhibit 8.3).
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Exhibit 8.3 Becoming a Learning Family Summary Table

WHY

WHAT

WHY BECOMING A LEARNING FAMILY
MATTERS

COLLECTIVE DEVELOPMENT GOALS

A group of owners won'’t become an
effective team simply because they must
male joint decisions

There is a need to create alignment within
and across generations due to different
perspectivesinterests and goals

Any group working on complex issues
requires a common set of frameworks and
vocabulary for effective dialogue

Cohesion and connection are imperatives
for continuity

Build trust and respect

Strengthen communication capabilities

Advance capacity to collaborate
effectively

Develop collective decision-making
capability

Create shared language and under
standing

INSPIRING WORDS OR
KEY MESSAGE

A learning family is a
team that works together
to transform and enhance
their collective capacity
with the aim of creating
results they all really care
about

SAMPLE DEVELOPMENT PLAN FOR ZOE’S
LEARNING FAMILY

HOWTOs

Conduct a learning
needs assessment

® Meeting Activities
- Include a development activity at each quar-

Hold in-house learning terly family meeting. Sample topics include:

sessions during family
meetings

- Exploring individual purpose

- Learning to manage boundaries in a

Run multi-family family enterprise

workshops with a local

expert advisor - Understanding our relationship to money
and wealth
Engage in policy

development - Reading afinancial statement - case study

Start a family book club  ® Financial Literacy
st th d extend - Complete afinancial literacy program with
reng _en and exten the family’s private banker for G3 group
your social networks to of cousins
other family members . ’
- Hire a personal CFO coach for family
Go on learning members
expeditions . ’ . .
® Webinars — Offer 6 family enterprise webinars
Learn new ways of with field experts (sample topics include):
communication with - Building consensus in a family enterprise
one another . . .
- Starting a family foundation
Prov_'note owne_rshlp,. - Preparing for year-end tax planning
business, and financial hoosi i ial advi
literacy - Choosing afinancial advisor
i - The value of mentoring and coaching
Enhance philanthropy M ing difficul .
and related knowledge - Managing difficult conversations
and skills ® Collectively attend and present at a Family
Learn how to Business Confer‘er\ce (e.g., 3 famllly mem?ers
have frank, honest attend and pértlc[;pat(i on a panel regarding
and transparent next-generation development)
conversation with ® Conduct a learning expedition with all rising
respect and sensitivity generation family members to Napa Valley to
Design fun activities tour 3-5 family wineries
and events ® Schedule an external speaker to present
at annual general shareholder meeting
rele\ant to your family enterprise business
and industry
® Family Book Club — Participate in a family

book club (adults) which includes the follow-
ing books:

- The Culture Code by Daniel Coyle
- Being Mortal by Atul Gwande

- Innovation in the Family Business by
Joe Schmieder
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SAMPLE STORIES, EXERCISES AND

TOOLS DESCRIBED IN THE THINGS TO WATCH

CHAPTER OUT FOR
® Family Book Club Guidelines ® Giving up too soon
® Retail Expedition in Asia ® A failure to prioritize

trust and communi-

® TheWilsons Commit to )
cation

(o) Communication

Ly . ® Sacrificing the needs of
2 e FromaGametoa Spontaneous Life X

° the many for the issues
T Lesson

of the few
® “If WeWere a Learning Family”

X ® Too much too soon
Exercise
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Schuman, A. M., & Ward, ]J. L. (2009). Family Education for Business-Owning Fami-
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Zak and Zoe—Where to Start

Our primary goal, to this point, has been to help you gain perspective on
ownership development. We've explored how to build an owner’s mindset
including building knowledge and skill for all ages. We laid out why develop-
ment matters and shared tools to apply in your family enterprise development
process. We hope you feel more confident and capable regarding ownership
than ever before.

However, a critical question remains: Where to start? That’s what this
chapter is about: taking a practical approach to launching the process of
ownership development in your family, or continuing it in a more systematic
manner, using the ideas in this book.

The 4 A's: Assess, Acknowledge, Act, Adjust

There is simply no one-size-fits-all solution. In the case of family enter-
prise, one-size development plan fits one. Every family has its own structure,
learning styles, and other unique dynamics. Even families that “look” similar
in demographics, culture, or other features, often have different development
needs based on the configuration of their family.

We suggest a simple and flexible framework to help develop your own set
of strategies and practical steps with your family. We call it the 4 A’s (see
Exhibit 9.1) which stands for:
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Exhibit 9.1 The 4 A’

Assess

7N\

Adjust 4 - AS Acknowledge

Act /

o Assess: Gauge where your family and individual members are in owner-
ship stage, beliefs, capabilities, needs, and potential challenges, including
concerns and level of motivation.

o Acknowledge: Take to heart that operating, owning, and transitioning a
family enterprise to the rising generation is a complex endeavor, and should
be thought of as a continuous process. Help your family understand the
truth of this assertion as a context for going down the road of development
together

e Act: Identify and undertake a set of ownership development strategies
based on the ideas in this book that work for your family enterprise.
Execute on those activities to build new skills and capabilities. In doing
so, be sensitive to ranking abilities and skills among family members as
these comparisons can yield a range of reactions in the family.

o Adjust: Evaluate the progress you have made after a period of time and
then consider the requirements and changes of new life stages, including
additional players (in-laws), availability, commitment, and so on to adjust
for continuous changes in your family, enterprise, and industry. Create
clarity and buy-in among family members around criteria to measure
improvement.
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Exhibit 9.2 Fixed and Growth Mindsets

REACTIONS TO EVENTS

) ) NEGATIVE POSITIVE
Fixed Mindset OUTCOME
Itis all about looking smart  Avoids challenges and o Feels deserved
obstacles
 Provides opportunity

* Gets defensive m to brag *
® Assesses as useless  Sees as the destination,

not as part of a journey
o Denies value and feels

threatened o Assesses that it's never
enough
Growth Mindset
® Embraces challenges o Feels earned

Itis all about learning and obstacles

o Expresses gratitude
o Persists

 Sees as stepping stone
o Sees the opportunity to next level

o Learns valuable lessons o Finds inspiration

We recommend periodically completing an assessment of the current state
of ownership development and then acknowledging, acting, and adjusting as
required. Each of these steps is discussed in greater detail.

Assess Where You Are

Our definition of an owner’s mindset lists “development as a continuous
process” as its first characteristic. This principle leverages Carol Dwek’s
“growth mindset” concept. Dr. Dweck is a Professor of Psychology at Stan-
ford University and a leading researcher on motivation and mindsets. She
focuses her work on why people succeed. Her research identifies two types
of mindsets' as depicted in Exhibit 9.2. A fixed mindset is defined as an
individual who believes their personal qualities are static. A growth mindset
consists of a person who continuously cultivates and improves their abilities
through effort and training. People with a growth mindset still experience
failure, but they see mistakes as an opportunity to learn. Acquiring a growth
mindset unleashes unimaginable potential and thus is a crucial concept for
family members to understand.

Once improvement is understood as a possibility for everyone, you need
a starting point. With ownership development, that means assessing where

I Dweck, C. S. (2008). Mindset: The new psychology of success. Random House Digital, Inc.
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your family is within the different dimensions of development discussed in
this book.

With this in mind, the first step is to gauge family members current
mindset, through an inventory of beliefs in action. The goal of such exer-
cise is to create more awareness around how everyone’s mind automatically
makes assumptions and interpretations, drawing conclusions that influence
decisions and interactions among owners.

Once you have a better understanding of the current belief system in oper-
ation among the family and the owners, it is important to avoid judging them
as “good” or “bad.” This judgment may generate reactivity among individuals
and potentially become a roadblock to positive change. The goal is to share a
constructive desire to “update and upgrade” to a shared set of beliefs. This is
similar to upgrading to a newer iOs system in your family as current events,
people, and circumstances cause an evolution of your enterprise.

Another important question to consider is the level of motivation of self
and others. For example, how interested are family members in ownership
development, especially for themselves? You, the person reading this book,
likely care a great deal about development—or you probably wouldn’t be
reading it! But for others, maybe not so much. The young children in your
family are busy (hopefully) having fun and growing up. Adolescents are, well,
adolescents! Emerging and early adults are navigating career, relationships,
and starting and raising their own families. Middle adults are in the thick of
their careers and navigating issues such as empty nesting and mid-life tran-
sitions and anxiety. Later-stage adults often feel “done” with learning and
developing, and may want to take on less, rather than more.

What this suggests is everyone has potential reasons to take it easy on
ownership development or avoid it altogether. As noted in other chapters,
very little development will take place if people aren’t motivated or if the
family has challenging dynamics that may act as barriers to the develop-
ment process, such as emotional cutoffs or other painful interactions. Some
families cant gather without an altercation of some kind. So, try to get a
sense of individual and collective motivation for development as a first step.
But other than in seemingly extreme situations, do not make assumptions
about people’s motivation levels. It is better to ask, “I have been reading
about ownership development and it seems like we could really benefit from
thinking about it more strategically. What do you think?” than to assume a
lack of interest. You may be pleasantly surprised.
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To assess people’s motivation more fully, consider using the “Assessment of
Commitment to the Family Enterprise” in Exhibit 9.3.>

Exhibit 9.3 Assessment of Commitment to Family Enterprise

This brief evaluation can help you understand family members’ commitment to the
enterprise—and thus to developing an owner’s mindset.

Ask members to rate each statement on a scale from 5 (Strongly Agree) to 1 (Strongly
Disagree), then total their score to understand their commitment level. Looking at individual
and collective scores can give you a sense of commitment level across members, generations,
and branches and inform your efforts toward developing an owner’s mindset. As with any
survey, be very clear at the outset about what level of anonymity you’ll offer respondents
(e.g., their name won’t be associated with the score, but their generation will). Sometimes
survey results can inadvertently be used to place blame and divide a family. Also work hard
to use the results as a way to build understanding and unite the family.

1. I am willing to put in a great deal of effort to help our family
enterprise be successful.

2. Isupport our family enterprise in discussions with employees and
other family members.

3. I feel loyal to our family and our enterprise.

4. I find that my personal values are compatible with my family’s values.

5. Tam proud to tell others that I am part of our family enterprise.

6. There is much to be gained by contributing to our family

enterprise on a long-term basis.

7. 1feel a responsibility for our family enterprise’s success.

8. Ireally care about the fate of my family.

9. Being involved with our family enterprise has a positive influence on me.

10. T support our family’s vision for the family and enterprise.
Scoring: Total up the scores and see the scoring grid below to understand your level of
motivation.
38 to 50 — This score indicates a higher level of motivation and willingness to engage in
ownership development activities.
25 to 37 — This score indicates an average level of motivation and interest in engaging in
ownership development activities.
25 or Below — This score indicates a low level of motivation to engage in ownership
development activities.

Acknowledge the Importance and Challenge
of Development

Even if the family seems ready for more proactive, systematic ownership
development, it is important to collectively acknowledge why development is
important, along with the challenge ahead. The reality is many families and
their members do not even think of ownership development at all—whether
they are simply too busy working or tending to family and personal matters
or may not believe that such development is critical.

2 Adapted from Carlock, R. S., & Ward, J. L. (2002). Strategic planning for the family business.
Palgrave.
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So here too, do not assume everyone is ready to dive into development.
As a first step, create a broader sense of awareness and acknowledgment
of development among family members. Talk about why you think devel-
opment is important—see the first chapter and early “why this matters”
sections of each of the stage-focused chapters for guidance—and why you
hope they will agree. As part of these early conversations, help the family
understand that development is not about checking off some list or reaching
some visible or invisible finish line. As much as possible, create small wins,
some impact in family members’ lives, attributable to the development. The
clearer the connection between learning and improvements in life, around
some common struggles, the stronger the intrinsic motivation. Rather, it is an
ongoing process of continuous learning and growth—something people will
need to make time for starting now and throughout their tenure as owners.

It may help to remind people, including yourself, that families who take
ownership development seriously and try to make it happen are more likely
to reap rewards of every type: business success and family success, in posi-
tive financial, psychological, social, and relational returns. They feel they
have taken control of their individual and collective destinies and are better
equipped to handle whatever lies ahead, making the most of new opportuni-
ties and weathering whatever challenges they may face, including seemingly
catastrophic ones. Work to understand the importance of development and
the related challenges ahead, and help others do the same.

Act on Building an Owner’s Mindset

Now the most challenging A: act. This means taking practical steps toward
ownership development.

We can’t prescribe what you should do to promote ownership development
in your specific family enterprise because it depends on where your family is
regarding motivation and other dimensions. However, we can still offer these
guidelines, tips, and principles to help you move down the development path:

o Nurture motivation and engagement first. Even an initial conversation with
family leaders about whether and how to discuss ownership development
would be a good starting point. Remember that inertia works both ways.
A body at rest stays at rest (hello, procrastination!), but a body in motion
stays in motion. That means that once you take even just the first step, it
can become self-perpetuating, leading to more, bigger steps and even leaps
forward. Help your family take that idea to heart.
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o Next, employ structure. The concept that “structure will set you free” sounds
paradoxical, yet effective in enterprising families. Even the most minimal
structure (such as assigning a moderator for your meetings, or defining
deadlines, goals, and budgets) can build momentum and give a sense of
forward movement. For ownership development, this can mean something
as basic as getting time on the calendar to discuss priorities, or some-
thing more involved such as putting a development committee together
to complete a gap analysis and build a learning plan. However, it is impor-
tant that whatever you do results in measurable action; otherwise, family
members get cynical and lose interest. Think about what types of structures
might help you get moving on ownership development, and work to put
them in place. For example, some families include ownership development
planning in their annual strategic retreat. Others ensure there is a budget
for learning and development so the financial component is not a road-
block for getting it done. Do just as the Goldilocks Principle® implies: don’t
underdo or overkill but try to do development in just the right amount.

o Shift beliefs. Changing beliefs is neither straightforward nor simple. As we
suggested above, a Beliefs Inventory self-assessment will demonstrate that
this shift requires an ability to deeply reflect on who you are and who
you want to be. Therefore, a good place to begin is shifting smaller beliefs
through open-mindedness and then working on bigger beliefs once your
confidence is built. Support from a skilled facilitator may be helpful in this
endeavor.

o Be flexible, expect change. The only constant in most families and businesses
is change. It is expected and normal for people’s interests and commitment
levels to ebb and flow over time. A family leader suddenly decides to retire.
New children. New business opportunities. Divorce. Death. When you
embark on an ownership development plan, you have to approach it with
flexibility and the assumption that things will change across the enterprise.
This can be especially true with commitment about ownership develop-
ment among family members. The good news is that while some family
members’ interest may wane, other’s interests may rise. Hopefully, you’ll
have some support across membership as you go down this path. The even
better news is that ownership development is human development, and
some of the perspectives and capabilities people gain will help your family
manage unexpected changes with foresight, strategy, and calmness.

3The Goldilocks principle is named by analogy to the children’s story, where a little girl named
Goldilocks tastes three different bowls of porridge and finds that she prefers porridge that is neither
too hot nor too cold, but has just the right temperature. The concept of “just the right amount” is
easily understood and applied. Retrieved from https://en.wikipedia.org/wiki/Goldilocks_principle.
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o 11y individual planning. If rallying collective interests proves challenging,
work with individuals to create personal development plans. An individual
plan can help build engagement one family member at a time. Personal
development planning involves helping each family member discover
their life purpose and passions and identify learning and development
opportunities to help them move toward achieving their goals.

As far as more practical steps for development, the six stage-focused chap-
ters provide guidance for family members of all ages. Review those chapters
material—especially the How-Tos and sample development plans—for your
family members across ages (ideally with them beside you, especially for those
beyond the young child and adolescent ages) and see what makes sense for
them to pursue. Where are the gaps? What are they most interested in? What
will create the most value for themselves and the enterprise?

Get people at similar ages/stages together to work toward development.
The more of a group activity you can make it, the more commitment and
continuity you are likely to promote, with benefits for all.

Adjust as Required

Due to the constant evolution and change in enterprising families, it is neces-
sary to periodically take stock of the dynamic and emerging needs to adjust
course as required. A highly successful learning and development process
requires structure to create clarity, keep things organized and efficient, and
provide a road map for how things will work. However, this also demands
flexibility to adapt and adjust to situations and needs that surface during
the process. A powerful example was offered by a family who set out a
development plan around strengthening family communication, trust, and
cohesion. The program involved coaching, conferences, and mini workshops
over an eighteen-month period. During the first six months, everything went
smoothly, but progress slowed down considerably when the family realized
a mental health issue had gone untreated. The program leader immediately
altered course by bringing in the appropriate resources and establishing a
mechanism for family members to learn to manage the issue better, and the
individual of concern entered treatment to address the problem.

There may be one final “A” not yet mentioned, which is Accepr. Some
family situations may make ongoing collective progress on ownership devel-
opment challenging, if not near impossible, at some points. If that’s the reality
in your family, see the aforementioned tips about starting small and with
structure, but be willing to accept there might not be enough motivation or
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capability for the family to move forward with these efforts together. Work
on your own ownership development, and on that of other willing family
members, with some hope that larger-scale development may be a possi-
bility in the future, even if it means waiting for the rising generation to be
more involved. Always remember that growth and development are rarely a
straightforward and fast journey. Most often, they take unexpected turns.

Things to Look for

In each stage-focused chapter, we offered pitfalls or potential challenges on
the road to ownership development for that age group or maturity level. In
addition to the previous points, here are some of the most common ones to
think about in this general process.

o Forgetting the heart. Everyone is aware of the existence and importance of
the emotional dimension in our lives. Some individuals may be inclined
to disregard it and somehow expect it will take care of itself. While this
is understandable, please, don't forget that learning and growth don’t only
happen in “the head,” but also involve the “heart.”* Above all, remember
that a shift in mindset impacts behaviors, thinking, and feelings. Honoring
it is very important and will likely avoid a burst of reactivity. That is why
having a designated Chief Emotional Officer (CEmO)° in the family is so
important, as they are well equipped to deal with emotional needs.

e Low readiness. Jumping the gun on ownership development is a common
and understandable issue, given that once certain family members recog-
nize the value of development, they may be eager to push everyone to move
forward. This can be off-putting for some, resulting in family members
saying, “We do not want to do this.”

o Failure to educate. People do not know what they do not know. Even if
family members like or love the idea of ownership development, they may
not have the basic understanding to move toward it on multiple dimen-
sions. Many families start with ownership-focused educational programs at
university-based or other family enterprise centers. Others bring advisors
in to promote awareness and education. Even simple tools like our Glos-

sary of Ownership terms (see Appendix A) can be helpful. Think about

4 Kegan, R., Kegan, L. L. L. R., & Lahey, L. L. (2009). Immunity to change: How to overcome it and
unlock potential in yourself and your organization. Harvard Business Press.

5> See Chapter 7 for Chief Emotional Officer.
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what your family needs to set the right stage for ownership development
while building key knowledge, perspective, and interest.

Off the corner of your desk syndrome. As we mentioned earlier, if the process
kicks off well but no actions follow, it will create cynicism, which is hard to
recover from the next time someone embarks on this journey. If possible,
do not add the responsibility of ownership development to the busiest
person in the family simply because those are the people who usually get
things done. Rather, ensure that whoever’s responsibility it becomes has the
time, interest, and energy to make the process stimulating, fun, and valu-
able for the family. Create ad-hoc committees which create more capacity
for planning and execution and provide opportunities to experience collab-
oration, getting to know family members in a working environment, and
practice communication skills.

Failing to include owner’s meetings in the governance system. As we identi-
fied several times in previous chapters, many families and the advisors who
serve them focus primarily on family and business governance. Given the
significance of the owner’s role in the continuity of a family enterprise, we
advocate for including ownership meetings in your governance structures.
Failure to do so, in our opinion, leaves a gaping hole in the communi-
cation and decision-making process of your family enterprise ecosystem.
We know one G1-G2 family enterprise who addresses all three systems of
governance in one day. The morning consists of a family meeting with all
family members including spouses. Then everyone has lunch together and
the spouses, who are not owners, take their young children home. The
early afternoon agenda focuses on ownership topics. Then Mom leaves for
home and the family members who work in the business (Dad and three
adult children) finish the day with topics related to the business system.
This example illustrates that covering the governance of three systems can
be relatively simple.

Hiring the wrong advisors. There is a growing contingent of advisors focused
broadly on family enterprises: investment advisors, accountants, attor-
neys, psychologists, and others. Many will profess to help with ownership
development. But some simply won't be effective, especially if they have
historically been focused on specific areas like wealth and financial plan-
ning or have typically advised only one generation. Look for advisors
with broad-ranging experience with ownership development, ideally across
families of different shapes, sizes, and needs. Talk to families you know
who have had success with ownership development and ask them how
they approached it, including regarding retaining the right advisors. Also
remember that being knowledgeable about something does not equal being
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able to transfer that knowledge to others. Those who advise need to be
aware of the complex science of learning to be effective and engaging.
Verify that people supporting you in your journey have enough education,
experience, and wisdom to advise well.

o 100 top-down. Successful development processes are very often the result of
collaboration and inclusion of different perspectives. “Too much, too soon,
too required” are enemies of long-term sustainable transformation. Finding
and managing the right balance between being “effective and efficient” is a
crucial art to cultivate among owners.

Final Words

If you think about ownership development as we have presented it, it can feel
like having to figure out how to eat the proverbial elephant—a vast amount
of information to digest, areas to assess, and action plans to create. We know
that can be overwhelming. But remember the advice on how best to eat the
“elephant”: one bite at a time.

As emphasized in this chapter, approach ownership development by
starting small and slow, but with a big vision for change. That will help you
take early steps and gain momentum. Below is specific advice for different

types of readers of this book.

o 10 the family members trying to lead ownership development. Congrats on
being the one or part of a small group willing to take the family on this
critical journey. All the advice in this chapter applies, in terms of starting
small and with structure, expecting change, and others. But don’t try to do
it all yourself. Enlist the help of other willing family members, including
younger ones who may not have much experience but can contribute
enthusiasm and energy. Work with non-family executives and advisors with
experience, advice, and insights to offer. Think for the long term but give
yourself a break when needed. This is hard stuff, but ultimately rewarding,.

o 1o the younger family members engaged in the early stages of development who
have been given this book by a sage generation member! It is great you may
be embarking on the journey of ownership development, which will have
many rewards for you and your family. We believe it is critical to under-
stand what people are asking you to do and to make development-related
choices for yourself based on your capacity, interests, and time. Try to work
with older family members on a development plan that makes sense for
you. 1f you feel you do not have much choice in the matter, try to speak
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up and find a family member who can help you be heard. Advisors can
play this role too, but it has to start with you. Self-awareness and self-
advocacy are critical parts of ownership development, so develop and use
these however you can. It sets the right precedent.

o 10 family enterprise advisors working with families on ownership development.
You know as well as we do that each family member you work with will
have different priorities, abilities, perspectives, knowledge, and needs. You
may well have your own approach to ownership development work, we
hope the ideas in this book can offer guidance and structure. We want to
emphasize that working on ownership development is more than a plan or
program—it is working on people’s /ives. Every choice the family has to
make has profound repercussions on multiple systems, both in the short
and long term, sometimes way after you are no longer in the picture. Be
equipped to take on the work, including the ideas here such as starting
small, using structure, building momentum, and aiming for quick wins. It
is also critical to ensure family members understand the time commitment
required and that they are ready to be held accountable for doing their
part. Overall, strive to make development a fun, safe, and unifying process
that everyone can benefit from.

o 10 non-family executives working in a family enterprise or a family office, and
to independent directors. For this group ownership development may seem
like an add-on to an already long list of services and objectives. However,
family members who think and act with an owner’s mindset actually make
your job easier as there may be better communication from owners to the
board and management around purpose, vision, financial goals, as well
as other critical areas. Support the general concept of development and
specific areas such as mentoring rising-generation members on business
and leadership skills within it as best you can. And remember: involve
them, don’t just act for them.

For everyone interested in or engaged in ownership development, we
encourage you to maintain an open mind and growth mindset, to be patient
and think for the long term and to use the ideas presented to find the devel-
opment path that works best for your family and its individual members,
taking thoughtful steps and celebrating all wins along the way.

We wish you the best on your journey toward developing an owner’s

mindset! We hope you can now OWN IT!
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Appendix A: Glossary of Terms

Glossary of Terms

Acquisition:

Annual Shareholders
Meeting:

Articles of Incorporation:

Asset:

Beliefs:

The transaction of a company purchasing
50% or more of another company’s stock to
gain control of that company. This allows
the acquirer to make decisions regarding
the newly acquired company’s without the
consultation of its shareholders.

The annual mandatory meeting of owners
to review company performance elect offi-
cers and directors, amend bylaws, and
conduct other business.

The formal documents filed with a govern-
ment body to legally document the creation
of a corporation outlining basic information
including name owners, directors, and stock
issued.

Any resource with an economic value owned
by a person or business. Assets can be clas-
sified as capital/fixed current, tangible or
intangible, and expressed in terms of their
cash value on financial statements.

Ideas individuals hold as true. They are
assumptions, conscious or unconscious, that
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Board of Directors:

Boomer:

Buy-sell Agreement:

Bylaws:

Charter:

individuals about themselves, others in the
world, and how they expect things to be.
They are very powerful as they are at the
base of how individuals interpret the world
and act within it.

A group of individuals selected by owners of
a company to represent their best interests
and oversee company strategy. A fiduciary
board has a legal fiduciary duty to share-
holders and has voting authority on key
items usually defined in company bylaws.
A Board of Directors may include family
members, family owners, and non-family
members with expertise in specific business
or industry domains.

See Generations definition.

A document that defines how an owner may
sell their portion of the business, who is
eligible to buy it, under what circumstances
it can or must be sold, how the shares will be
valued, and how the company would fund
the purchase.

The set of rules defining how a company
will be run, the duties and decisions of
owners and managers, and how internal
disputes will be resolved. Bylaws are
required, whereas shareholder and operating
agreements are optional.

A written document outlining the purpose
rights, and responsibilities of a business.
Boards of Directors and Family Coun-
cils function most effectively over time
when they are governed by a jointly devel-
oped charter. Charters typically address
the following topics: purpose, member-
ship, terms, officers and their duties,
member removal, committee structure,
compensation, decision-making, communi-
cation structure, and interaction with other
governing bodies.



Consensus:

Distribution:

Dividend

Emotional Intelligence:

Empathy:

Enmeshment:

Enterprising Family:

Entitlement:

Appendix A: Glossary of Terms 241

A process where members of a group gener-
ally agree on the direction, solution, or
decision after a comprehensive discussion.
Members may not be fully on board with
a decision but agree to go along with it or
abstain from the vote. Consensus is some-
times confused with unanimity which is
where members of a group fully agree with
a decision, action, or solution.

A payout to a company’s shareholders from
its mutual funds or stock and bonds in the
form of cash. Distributions are made before-
tax income which can lower the company’s
tax burden since payouts will figure into an
investor’s cost basis.

A share of income from a portion of a
company’s profits that is paid to its share-
holders as opposed to an equity stake in
the company. Dividends are decided and
managed by the company’s Board of Direc-
tors, though they must be approved by
shareholders through their voting rights.
Dividends can be received in the form of
cash, shares, or other types of property.

The ability to recognize, understand, and
manage our own emotions as well as under-
stand the emotions of others and its influ-
ence on the relationship.

The ability to sense another’s emotions and
the ability to imagine what another person
might be feeling or thinking.

A relationship between two or more people
in which personal boundaries are permeable
and unclear.

A family who deploys its capital across a
variety of asset classes to preserve and grow
its wealth.

A belief that one has a claim to some-
thing due to who they are or circumstances
in which they exist. Sometimes a family
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Equity:

Estate:

Estate Planning:

Estate Tax:

Fair Process:

Family:

member may not have legitimate grounds
for feeling entitled such as when they do
not earn something. However there are also
circumstances under which family members
may have legitimate grounds for feeling
entitled to something.

Refers to the value of an ownership interest
in a business such as shares of stock held.
Equity is defined as retained earnings plus
the sum of inventory and other assets, and
minus liabilities on a balance sheet.

All money and assets owned by an indi-
vidual which are sold, given away, or transi-
tioned to the rising generation upon death.
The process of creating a plan outlining how
to dispose of an individual’s assets including
transfer to designated heirs in compliance
with the settlement of estate taxes, upon the
owner’s death or incapacitation.

A tax calculated on the net value of an indi-
vidual’s estate at the time of their passing.
Typically, the amount is calculated using the
value that exceeds an exclusion limit set by
law.

A decision-making process that actively
engages family members in how decisions
will be made (such as consensus voting, etc.)
and determines what criteria will be used for
the decision ahead of time. There are three
elements that define fair process: engage-
ment, explanation, and clarity of expecta-
tion. If a family believes a process is fair,
often they can accept a decision even though
they may not personally agree.

A major subsystem within a family enter-
prise that delineates lineal descendants and
clear governance roles of a family. Different
types of family members can be classified
for various roles within the family system
such as in-laws, partners, stepchildren, lineal



Family Assembly:

Family Association:

Family Bank:

Family Business:

Family Constitution:

Family Council:
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descendants, and ex-spouses. An enterprise
needs to setup a clear family structure
to give definition of governance roles and
define who may have access to certain infor-
mation, attend family events, and own the
family business.

A gathering of the full set of family members
in an enterprise in order to share informa-
tion, build closer relationships, plan, make
decisions, discuss topics relevant to family
enterprise owners and the board, and have
fun.

Typically a subset of the full family usually
defined by age, who make decisions on
election of family council members, family
business policies, updates to family guiding
principles, and allocation of resources to
family owner development.

A wealth preservation strategy whereby a
family designates a portion of its wealth for
loans such as starting a new business venture
within the family or supporting family
member education. The bank is governed by
a set of formal rules designed by the family
for receiving a start-up loan, as well as how
family members are expected to pay back
monies owed.

The operating business(es) owned by an
enterprising family. Early in the evolution
of a family business it often represents the
majority of an enterprising family’s wealth.
A set of documents that includes the family’s
jointly defined guiding principles philoso-
phies, policies, values, and rules—some
moral, some prescriptive, and some legally
binding.

A selected or elected body that represents
the full family. They usually play the leading
role in planning and implementing family
meetings especially the portions that address
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Family Enterprise:

Family Foundation:

Family Office:

Generations:

family owner development. Family coun-
cils are most effective when governed by a
jointly defined charter.

Consists of a variety of assets beyond
the commonly pictured operating busi-
ness. It may include financial assers such
as stock and bond portfolios or cash;
real estate assets of any kind; philanthropic
assets such as a family foundation, heirloom
assets such as jewelry, art collections, cars,
or a family cabin; deferred assets such as
insurance, annuities, and specific types of
trusts that monetize after passing; and non-
financial, human assets consisting of intellec-
tual knowledge, strong relationships, leader-
ship capability, and the like. Not all family
enterprises own every asset class, and the
enterprise includes all people, structures,
and other components required for opera-
tion and governance.

A type of foundation set-up, funded, and
governed by a single family who serve as
trustees or directors of its board. The foun-
dation’s guiding principles a typically driven
by the family’s vision, values and history.
Serves as an interface between family
members and the family’s assets providing
services that enable responsible and compre-
hensive management of the family’s wealth
while concurrently providing for the devel-
opment of family members in their roles as
wealth owners and beneficiaries.

For the purposes of this book, we have

defined the generations as:

Boomer (born 1946—1964)

GenX (born 1965—1979)
Millennial (born 1980—1994); and
iGen (born 1995-2012).



Generativity:

Genogram:

GenX:

Gross Income:

Governance:

GRPL (Growth, Risk, Profit,
and Liquidity):

iGen:
Independent Director:

Appendix A: Glossary of Terms 245

A concern for establishing and guiding the
next generation. From Erik Erikson’s theory
of psychosocial development.

A family tree that illustrates relationships
among family members and often identi-
fies additional details such as age, gender,
education, role as owners or employees in
the family business, and the like.

See Generations definition.

The total amount of money a business or
individual earns before taxes and deduc-
tions.

The formal structures and processes by
which enterprising families communicate,
share information, and make decisions.
Each system (family, business, and owner-
ship) has unique and distinct governance
structures that foster dialogue and decision-
making around issues and matters unique to
that system.

Key decisions made by ownership including
the following: (1) Growth—How you want
business to grow? (e.g., fast/moderate/slow,
geographically, acquisitions, markets, prod-
ucts, customers); (2) Risk—What is level
of risk you choose to take for the busi-
ness? (e.g., Loss of capital, volatility, decrease
in value, damage to relationships); (3)
Profitability—What level of profitability is
sought? (e.g,, rate of return expected for
capital at risk); (4) Liquidity—How will
profits be used and how do owners sell their
shares? (e.g., access to capital of ownership
via dividends and/or redemptions).

See Generations definition.

A member of a board of directors who does
not have a material relationship with the
company or family. Typically independent
directors are not employed by the business,
are not family members, friends of family
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Individuation:

Legacy:

Liability:

Liquidity:

Merger:

Millennial -
Mindset:

Net Income:

Owners:

members, or current advisors or consultants
to the business.

The process of an individual discerning their
own identity as separate and apart from that
of their own nuclear and extended family
members.

A set of beliefs, values, and attitudes that are
passed down from generation to generation
that creates an honorable effect and memory
around the family enterprise.

Legal financial debts and obligations such
as money owed on a loan or mortgage, of
the business. The value of a business is the
difference between its assets and liabilities.
The degree to which an asset can be easily
converted into cash. Available cash indicates
that a business can pay off debt easily when
due dates occur.

An agreement that combines two companies
into a single legal entity.

See Generations definition.

A set of beliefs which drive and shape what
we do, how we engage with others, and how
we behave in every moment and situation.
The residual amount of earnings after all
expenses including cost of goods sold,
depreciation, interest, and taxes have been
deducted. It is used to determine the prof-
itability of a venture.

Individuals or entities that have a stake
in one or more classes of assets which
ultimately gives them rights and control
over property, along with responsibilities.
Owners can own operating businesses, real
estate, physical assets, financial assets (bank
deposits, bonds, and stocks), and other
types (or classes) of assets. In addition to
control, ownership offers economic benefits
delivered either through distribution of the



Owner’s Mindset:

Ownership Council (or

Owners Council):

Ownership Form:
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profits or through the increased value of the
property owned.

A set of beliefs that drive how owners engage
with one another, with others in the family,
and in the enterprise. An owner’s mindset
includes the following beliefs:

o Development is a continuous individual
and collective process;

o Ouwnership requires deep commitment and

responsibility;

Proactivity is paramount;

Abundance over scarcity;

Win-win solutions;

Diversity and inclusion matter; and

Ouwners are stronger together than apart.

A permanent forum for representation
of the owners which regularly discusses
and decides ownership-related issues and
communicates those decisions to the board.
Partial ownership in an entity can be repre-
sented by shares stock, percentage, or units,
depending on what kind of entity (e.g.,
corporation, limited liability company, part-
nership, etc.) the entity is owned within.
Descriptions below refer to “share” owner-
ship. Some of the concepts can be applied
to stocks, percentage ownership, or unit
ownership.

Common Share: The customary type of
share, in which every share is treated
equally. If an individual owns common
stock, their shares carry all the voting and
other rights inherent in them.

Preferred Share: These shares offer their
bearers a higher claim to dividends or
asset distribution than those of common
stockholders. In case of liquidation of the
company, the preferential shareholders
will be paid out first, once all debts of
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Ownership Type:

the business are settled. Only once this is
done will common stockholders be paid
out. Sometimes preferred shares do not
carry voting rights.

Equity Shares with Differential Voting
Rights: These shares are often issued to
founders or CEO:s so that they may have
greater control over the day-to-day affairs
of the company.

There are seven types of ownership. Under-
standing the type of owners within an enter-
prise allows for owners start having calm
discussions about what ownership means for
them, making compromise possible.

Operating Owner: An owner who is
employed by the family business, typically
in the day-to-day operations.

Governing Owner: An owner who
provides formal oversight of the enter-
prise, but is not involved in day-to-day
operations.

Active Owner: An owner who is
not employed by the enterprise but
is genuinely interested in its affairs
and is actively involved in activities
such as the family council or special
ownership-related projects.

Investor Owner: An owner who is satis-
fied with the return on investment made
by the enterprise (both financial and non-
financial) and makes an active decision to
remain an owner.

Passive Owner: An owner who collects
dividends, does not make any attempt to
be engaged in the business, and may not
make a conscious decision to remain an
owner.



Philanthropy:

Profit:

Psychological Safety:

Redemption:

Revenue:

Shareholder Agreements:

Socioemotional Wealth:
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Proud Owner: An owner who is not
significantly engaged in the business—
or very knowledgeable about it—but is
proud of the family’s legacy and heritage.
Emotional (or Psychological) Owner-
ship: Held by a family member with no
legal ownership but who acts with the
same commitment and thus extends time
and energy to supporting it.

The act of giving back, creating a lasting
impact in society through values and legacy.
Philanthropy can include giving of time,
talent, and treasure.

The financial benefit or net income
generated from business activities after
accounting for all expenses, costs, and taxes.
An environment among a group or team
where it is safe to be open, honest, and
candid without fear of judgment, criticism,
or retribution from other members.

When a shareholder sells a portion of their
stock back to the business. Typically, the
shareholder agreement will stipulate the
conditions for how the buyback will occur.
The total amount of income generated,
value of all sales of goods, or services recog-
nized by a company’s primary operations.
Legally binding arrangements among share-
holders describing shareholders’ rights and
obligations, along with specific privileges
and protections as needed, to ensure fair
treatment.

Certain types of non-financial value created
in the family enterprise including having
influence on the business (such as through
family values); relationships with and
responsibility to non-family employees,
suppliers, distributors, and the community
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Stewardship:

Succession:

Sweat Equity:

Tax planning:

Triangulation:

at large; bonding and affection among
family members; and the opportunity to
transfer the family values and the enterprise
to future generations.

The supervision and careful management of
assets. Stewardship is an attitude that one’s
legacy (both financial and non-financial
assets) should be preserved and passed on
through generations.

The planning process for transitioning
ownership and leadership of a family enter-
prise to the next generation.

The investment of labor or voluntary
unpaid work that individuals contribute
to a business venture. Its value can be
determined by comparing the salary that
the individual working within the business
would have been paid for similar work else-
where. In a family enterprise, sweat equity is
sometimes how equity in the business gets
transferred to the rising generation.

The set of related activities carried out
to analyze an individual’s potential income
and estate tax liability and develop an
approach that both mitigates that liability
and fulfills the individual’s other planning
goals (e.g., passing enterprise ownership to
specific members of the next generation).
Occurs when a third person intervenes or is
drawn into a conflicted relationship between
two others in an attempt to ease tension
and facilitate communication. Sometimes
the third person can become more aligned
with one individual over another. Or, the
third person can play a constructive role by
active listening, asking powerful questions,
or helping frame how one might speak
about their issues directly to the other in the
conflicted relationship.



Trust:

Unanimity:
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A fiduciary agreement created by a party
(the Grantor) through which a second party
(the Trustee) holds rights of assets for a
third party (the Beneficiary) of both: (1)
control; and (2) economic benefit. The
control rights (fiduciary duty and adminis-
tration) are appointed to trustees to provide
legal protection of the trustor’s assets.
Economic benefits are appointed to benefi-
ciaries through access to income generated
from the assets that are owned within the
trust—they cannot be separated from the
control rights.

Beneficiary: The person or the entity
appointed to receive the benefits of the
trust arrangements, such as cash distri-
butions. Beneficiaries’ rights may vary
depending on the type of trust that has
been put in place. In some cases, benefi-
ciaries are given the right to change the
designated trustee.

Grantor (or Trustor or Settlor): The
individual who sets up the trust and
provides the terms and conditions.

Trust Agreement: The legal document
containing instructions on how assets
held in the trust are to be managed for
the trust’s beneficiaries.

Trustee: An individual or a group
appointed by the grantor, who have been
given control or powers of administra-
tion over the assets in trust with a legal
obligation to administer it solely for the
purposes specified. Trustees have a fidu-
ciary duty to manage the asset in the best
interest of the beneficiaries.

A process where members of a group fully

agree on the direction, solution, or decision
after a thorough discussion. Unanimity is
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Valuation:

Working Capital.:

sometimes confused with consensus, which
is where members of a group generally agree
to go along with a decision, action, or solu-
tion or will abstain from the vote.

An analytical process to estimate the current
or projected total worth of a company.
There are various methods and approaches
when placing a value on a company, such as
the business’s management, the composition
of its capital structure, the prospect of future
earnings, and the market value of its assets,
among other things.

A financial metric that represents a
company’s ability to pay its current liabilities
with its current assets—both tangible and
intangible—to measure its financial health.
If the current assets are less than current
liabilities, a business would be described as
having a working capital deficit.



Appendix B: Sample List of Policies for Family
Enterprise Development

This appendix provides a list of policies that family enterprises create over
time to align family members around how they will operate together. Policy
creation is an excellent tool to use for collective development in a family
enterprise.

Policy development is a process whereby the family collectively defines and
agrees upon how they wish to operate their enterprise together. Developing
policies collectively provides an opportunity for a family to create align-
ment about a variety of matters including the more challenging ones such
as compensation and share transfer. The process of discussing these issues is
as important as the final written outcome. The benefits of collective policy
development include:

Helps prevent problems before they occur

Reduces family tension

Strengthens family cohesion by reaching agreement

Clarifies the family’s position on key issue which reduces misunderstand-

ings

e Improves future decisions by ensuring that policy formation is informed
and objective rather than made in the heat of the moment

e Increases the likelihood of long-term business and family success, survival,

and prosperity
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Family System Policies

Code of conduct

Confidentiality/Privacy

Conflict resolution

Decision-making

Education funding

Expense reimbursement

Fair process

Family council charter

Family discounts

Family heirlooms

An agreement of how the family agrees to
interact with one another. These standards
may include how family members resolve
conflicts, communicate, make decisions, and
generally interact with one another,
customers, suppliers, and others

This policy provides guidelines to safeguard
sensitive information and prevent
unauthorized disclosure

This policy outlines an escalation process with
regard to how family conflicts are handled
and resolved

This policy defines what decisions are made
and by whom within each component of the
family enterprise system (i.e., family,
business, and ownership)

This policy clarifies who, when, what, and
how funds are going to be used for
education and/or training for family
members

This policy describes how family credit cards
are managed and what type of expenses the
family business will reimburse

This policy defines how the family will
implement fair process in how they work
and make decisions together

This policy provides guidelines for how the
family council will serve as an advisory body
to the family, what decisions they will make,
and how they will operate to foster the
well-being of the family

This policy defines what discounts or
incentives are available with regard to the
family business products and services. It
safeguards the family business and its
members from potential misuse or abuse in
acquiring products or services from the
enterprise

This policy sets forth the rules for how
heirlooms and other legacy items may be
borrowed and exchanged between members,
as well as how they will be maintained and
transferred to the next generation

(continued)
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(continued)

Family System Policies

Family vision, mission, and values

Help in crises

Housing grant

Media relations/Social media

Personal loans

Philanthropic vision, values, and charter

Shared recreational property

These statements are an expression of the
family’s desired future and belief system.
They provide direction and focus that guides
behavior and decision-making

This policy outlines how a family firm will
help a family member in the event of a crisis

This policy defines the “why and how” of a
grant given to each rising generation family
member for developing a unique and
personal home environment in which to
grow and flourish with their own families

This policy identifies guidelines for how family
members will interact with the media and
what private family information can and
cannot be disclosed to the public, including
social media sites

This policy addresses the availability of loans
between family members or other entities in
the family enterprise system. It outlines who
can receive a loan for how much, under
what circumstances, and with what terms

This policy helps align the family around its
giving purpose, values, and decision-making
processes. Philanthropic initiatives provide an
excellent opportunity for establishing legacy,
providing leadership roles outside of the
business, and strengthening cohesion and
connection within the family

This policy helps define successful joint
ownership regarding the use and care of
shared land and property. It defines how to
protect and respect each other’s rights,
privacy, and long-term interests in the

property

Ownership System Policies

Advisory council

This policy outlines the roles and responsibilities of an
advisory council to the family business or board of
directors by outlining how it represents the interests
of the family in the overall governance system

(continued)
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(continued)

Ownership System Policies

Airplane use

Board observer role

Co-investment/Venture

Conflict of interest

Dispute resolution

Dividends/Distribution

Exit or buy-sell agreement

Family bank

Family board of director membership

Family Law agreements

This policy governs the usage of the family aircraft
(excluding commercial airlines) around how and
when company personnel and family may use it for
official business or otherwise

This policy defines the process and structure of
providing rising generation family members an
opportunity to observe board of directors meetings
to gain exposure to the operation of this governance
structure

This policy outlines the procedures and guidelines for
how family members may co-fund and potentially
co-operate a new venture with the family enterprise

This policy outlines a process for protecting the
interest of the family enterprise when entering into
a transaction or arrangement that might benefit the
private interest of one or more family member over
others

This process outlines a responsible escalation process
for addressing how family conflicts are handled and
resolved with regard to the family enterprise

This policy refers to the proportion of the firm’s
earnings to be paid out to the shareholders on an
annual basis. Typically, dividends are issued as cash
payments but can be shares of stock or other
property. Distributions are always paid out in the
form of cash and come with different tax
implications than dividends

This policy stipulates how an owner’s stock may be
transferred or sold if that partner dies or otherwise
leaves the business

This policy outlines the process for how family
members may access capital to start a business
venture that is either peripheral or not to the
existing family business

This policy addresses the circumstances and conditions
under which a family member participates as a
member of the family board of directors

This policy sets out how prenuptials or marriage
contracts will be utilized as a means of preserving
ownership of the enterprise for future generations of
the family

(continued)
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(continued)

Ownership System Policies

Insurance planning

Openness and transparency

Redemptions

Responsible ownership

Shared ownership and transfer

Sharing and storing information

Valuation

This policy outlines how the family utilizes insurance
to cover the taxes payable by their successors,
equalize the inheritance across heirs, and potentially
increase the legacy they leave

This policy is designed to foster openness and
collaboration by defining how the family will
promote fairness and equity in their business
interactions and decisions as well as share
information about potential business/investment
opportunities

This policy outlines how family members can sell or
transfer all or a portion of their stock to others in
the family or otherwise

This policy defines what “responsible ownership”
means to the family and what responsibilities
contribute to the interests of the collective group of
owners

This agreement covers a variety of issues including
who can own stock, who has voting rights, how and
when stock is transferred, and the terms and
conditions under which it may be bought and sold

This policy defines guidelines for how the family will
store and share information and protect the privacy
of the family and the enterprise

This policy defines an agreed upon valuation process
and method for buy-sell purposes or otherwise. This
is often part of a shareholders or buy-sell agreement

Business System Policies

Board evaluation

Family member compensation

Employment of family friends

This policy defines how the board will evaluate its
performance and what course of action to take
in the event the results are less than desired. It
brings a consistent method of accountability to
the board and its members

This policy defines the family’s principles regarding
compensation for family members working in
the enterprise, including bonuses and pay raises

This policy outlines the conditions under which
family friends can participate as employees in
the family enterprise

(continued)
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(continued)

Business System Policies

Employment of significant others/spouses

Entry requirements for family members

Hiring family members

Performance reviews for family members

Promotions

Reporting relationships

Retirement

Sub-contracting

Summer employment

Termination/Re-entry

Travel expense policy

This policy describes the rules by which
significant others can participate as employees in
the family enterprise

This component of family employment policies
defines the qualifications, education, and
experience needed to work in the family
enterprise

This policy defines the process by which family
members may get hired in the enterprise to
ensure equity and fair process

This policy sets forth the process for how family
employees receive performance reviews and
outlines the performance expectations for family
members so that there are no surprises about
how family members are evaluated within the
enterprise

This policy defines the conditions for how family
members receive promotions and advancements
in the family enterprise

This policy pertains to family reporting
relationships inside the family enterprise. The
goal is to prevent issues that may lead to power
struggles or other challenges that affect family
members’ ability to function successfully

This policy outlines retirement guidelines that
define benefits or continued salary for family
members when retiring from the family
enterprise

This policy serves to help ensure fair process and
accountability for sub-contracting work to
family or friends the family business

This policy defines opportunities for youth to
become engaged in the family business during
summers and holiday breaks

This policy defines the rules and processes for
terminating employment of family members and
the circumstances under which they may be

rehired

This policy defines what travel expenses will be
reimbursed by the enterprise for business-related
events and activities

(continued)
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(continued)

Business System Policies

Vendors and supplier policy This policy helps manage potential conflicts of
interest in inter-family business opportunities by
ensuring healthy competition among vendors,
resulting in quality vendor relations and
long-term profits for the family

General Policy Amendment This policy specifies guidelines for reviewing and
amending family enterprise policies on a regular
basis to ensure they evolve with the family’s
needs and dynamics




Appendix C: Family Enterprise Learning Needs

Assessment

This appendix provides a tool for families to assess their strengths and
areas of learning for building an owner’s mindset in the family. Please
review the instructions and complete the form. A scoring sheet is included

at the end of the questions.

Instructions: Rate the extent to which you agree with each of the following
statements. 1 = no or very low agreement with the statement; 5 = high

agreement with the statement.

Family and individual motivation

Rating scale

1. Our family has a philosophy of life-long learning and continuous 1 2 3 4 5
improvement

2. Our family believes learning and development is vital to successful 1 2 3 4 5
continuity of our family enterprise

3. Our family creates an annual budget for learning and development 1 2 3 4 5
related to building an owner’s mindset

4. We have a family member or advisor who champions learning for our 1 2 3 4 5
family

5. Family members pursue education, training, and development in areas 1 2 3 4 5
that they are passionate about including ownership

Family enterprise strategy Rating scale

6. Our family has a well-defined and commonly understood strategic 1 2 3 4 5
vision, values statement, and goals for our family enterprise

7. Our family has a clearly articulated strategic plan which outlines how 1 2 3 4 5
we are going to achieve our family enterprise vision and goals

8. Our family actively manages the human resource aspect of family 1 2 3 4 5
employment and family participation in our enterprise well

(continued)
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(continued)

9. Our family intentionally builds a strong culture within our family 1 2 3 4 5
enterprise focused on honoring our family values

10. Our family cultivates its unique abilities and resources and uses 1 2 3 4 5
them as a competitive advantage for our family enterprise

Family enterprise governance Rating scale

11. Our family has strong family governance in place such as regular 1 2 3 4 5
family meetings, a family council, and well-defined family governance
policies

12. Our owners have regular meetings focused on ownership topicsand 1 2 3 4 5
have put in place good quality ownership policies such as shareholders
agreements, corporate structures, estate plans, etc.dividend policies

13. The operating businesses have functioning boards of directors with 1 2 3 4 5
independent members which adds value and contributes meaningfully
to the success of our family enterprise

14. Family members understand the importance and value of governance 1 2 3 4 5
for our family enterprise and are actively engaged in governance
meetings where appropriate

15. Our governance structures (family council, board of 1 2 3 4 5
directors/advisors, and ownership meetings) communicate regularly and
are apprised of key outputs and decisions of one another

Family enterprise leadership Rating scale

16. Our family respects the need for strong leadership and has structures 1 2 3 4 5
in place to develop family leadership at all levels

17. Our family fosters the development of entrepreneurial skills and 1 2 3 4 5
capabilities

18. Our family appreciates different styles of leadership and helps 1 2 3 4 5
individuals assess and build their personal leadership style and approach

19. Our family promotes chair and moderator role development 1 2 3 4 5

20. Our family manages transitions effectively 1 2 3 4 5
Family enterprise ownership Rating scale

21. family understands the stages and types of ownership in a family 1 2 3 4 5
enterprise

22. Our family fosters clarity around ownership roles and responsibilities 1 2 3 4 5

23. Our family openly discusses risk appetite and risk management 1 2 3 4 5

strategies at our ownership meetings

24. Members of our family have strong financial literacy and are ableto 1 2 3 4 5
ask good questions when discussing financial matters in our family
enterprise

25. Our family has a multigenerational view of ownership and buildsan 1 2 3 4 5
owner’s mindset in the rising generation

Family philanthropy Rating scale

26. Our family believes in charitable giving and contributes significandly 1 2 3 4 5
to charities and organizations consistent with our values and beliefs

27. Our family has a structured approach to its charitable giving with 1 2 3 4 5
strong governance policies and practices

28. Information about our charitable giving is widely shared and 1 2 3 4 5
understood within our family
29. Our family’s charitable giving is guided by a collective vision and 1 2 3 4 5

values and we have a strategy to support how we will achieve our
philanthropic vision

30. We celebrate our ability to give back within the communities in 1 2 3 4 5
which we live

(continued)
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Family relationships

31. Our family understands and recognizes the complexity of
relationships within a family enterprise and actively works on
improving them within our family

32. Our family values, appreciates, and honors different communication
styles and preferences

33. Our family invests time in hearing diverse opinions and perspectives
and seeks consensus whenever possible

34. Our family navigates difficult conversations and conflict well

35. Our family actively cultivates its networks and relationships

Wealth and money

36. Our family comfortably talks about money and we have a collective
understanding of the purpose of wealth in our family

37. Our family promotes wealth preservation in a healthy manner

38. Our family understands the challenges related to inheriting wealth
and fosters a positive relationship to money including accountability
and money management

39. Our family focuses on building social, intellectual, human, and
spiritual capital in addition to financial capital

40. Our family has a robust process for choosing and working with
financial advisors

Personal development

41. Family members have a good self-understanding including their
personality type, learning style, role in the family, and other
self-defining features

42. Family members are confident, able to assert their views and feelings
without shutting others down, listen well, and collaborate effectively
with others

43. Family members are accountable and responsive to others

44. Family members manage themselves appropriately especially during
conflicts and stress

45. Family members are personally motivated to learn and grow as
owners

Rating scale

1 2 3
1 2 3
1 2 3
1 2 3
1 2 3
Rating scale
1 2 3
1 2 3
1 2 3
1 2 3
1 2 3

Rating scale

1 2 3
1 2 3
1 2 3
1 2 3
1 2 3

When you have completed the assessment, turn to the scoring sheet below.



264 Appendix C: Family Enterprise Learning Needs ...

Scoring Sheet

Instructions: Transfer the number you circled for each statement on the
assessment form to the scoring grid below, and add the columns. Evaluate

your scores in each separate skill area as follows:

19-25 points: Your family has high capability in this category of skill.
12-18 points: Your family has some skill in this area but could use more

learning and practice.

5-11 points: Your family would likely benefit from learning and develop-

ment in this area.

Motivation

1.

2.

3.

4,

Total out of 25

Strategy
6.
7.
8.
9.
Total out of 25

Governance
11.

12.

13.

14.

Total out of 25

Leadership

16.

17.

18.

19.

20.

Total out of 25

Ownership
21.

22.

23.

24.

25.

Total out of 25

Philanthropy
26.

27.

28.

29.

30.

Total out of 25

Relationships
31.

32.

33.

34.

35.

Total out of 25

Wealth and Money
36.

37.

38.

39.

40.

Total out of 25

Personal Development
41.

42.

43.

44.

45.

Total out of 25

If possible, have each family member complete this assessment individ-
ually. In addition, ask close family enterprise advisors or executives to assess
your skills as a family. Use this data as a comparative to the family data which
will provide a reality check on your self-assessment scores.
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