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Basic DynamicsBasic Dynamics
FamilyFamily
Goal: To care forGoal: To care for 
and develop family 
members   
Membership: Blood p
and Marriage

OwnershipOwnership
BoardBoard
G l T t bli hOwnershipOwnership

Goal: To invest in a 
profitable enterprise   
Membership: Capital

Goal: To establish 
policy and monitor 
execution of strategic 
plans          

ManagementManagement

Membership: Capital p a s
Membership:
Business Expertise

(Healthy Family ∩ 
Goal: To run 
operations for 
efficiency / profit     
Membership:

( y y
Healthy Business) 

Succession, 
professionalism, Membership:

Management 
Competence

p
governance
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Core IssuesCore Issues

• Succession

• Professionalism  

• Governance 
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SUCCESSION
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Succession “How To” IssuesSuccession  How To  Issues 

• How to…
– Keep the family members or next generation   p y g

involved in the business?
– Select the successor--family and/or non-Select the successor family and/or non

family?
Train the successors?– Train the successors?

– Sustain the founder’s vision?
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Key Concerns: Succession 
Planning

• Founder
– Reluctant to face own mortality and loss of y

self image.
– Cannot let go of powerCannot let go of power.
– May perceive self as indispensable.

M b j l f t ti l i l d– May be jealous of potential rivals and 
successors.
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Key Concerns: SuccessionKey Concerns: Succession 
Planning

• Second generation
– Fears parental death, abandonment.p ,
– Wants to avoid disruption of family harmony

Feels it is impolite to discuss founder’s– Feels it is impolite to discuss founder s 
“passing.”
G i t d i l f t ill t h– Goes into denial: future will not change. 
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Key Concerns: Succession 

M
Planning

• Managers
– Reluctant to change personal relationships.
– Fear aging, retirement.
– May be seen as over-ambitious or y

confrontational
• BoardBoard

– Do not want to appear disloyal.
Set unrealistic measures for possible– Set unrealistic measures for possible 
successor.
Like managers and family cannot leave– Like managers and family, cannot leave 
“comfort zone.”
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PROFESSIONALISM
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ProfessionalismProfessionalism

• Expansion impels family to…
– …increase competence and performance p p

measures
– hire professional non-family managers…hire professional non family managers,
– …substitute systems for the founder’s hands-

on approachon approach.
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Characteristics of Non-Family 
Managers

• Applies formal business training, e.g. 
standards, systems, analytical tools., y , y

• Builds on the founder’s business legacy.
A lti l l• Assumes multiple roles: 
– Expert (engine for growth).p ( g g )
– Turn Around “Corporate Doctor” (crisis period).
– Business Strategist (MBA types)– Business Strategist (MBA types). 
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How Family Members view 
NFMs

• Supplementary skilled labor 
• ExpertExpert 

– Legal Matters, Mergers and Acquisitions.

B ff t F il I fl• Buffer to Family Influence 
– “sounding board” among different groups

• Symbol 
– that there are careers in the family businessy

• Mentors to the next generation
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NFMs: Why Stay?NFMs: Why Stay?

• Usually quicker exposure to a wide variety 
of decision-making situations.g

• Speed of decision making on policy issues. 
C b l d ti f i• Can be a more personal and satisfying 
work environment.

• Offers immediate opportunity to interact 
with key decision makers (owners)with key decision makers (owners).
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GOVERNANCE
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Board GovernanceBoard Governance

• Responsible for the corporation.
• Exert critical independent judgmentExert critical independent judgment.
• Made up of independent, high-achieving 

i di id lindividuals
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Multiple BoardsMultiple Boards
TrustedTrusted 

“Advisory” 
Board

Formal &
Often Inutile
“Statutory 
B d”

Internal
“Family Council” &/or 

Board” Holding Company

NFM CEO as Non- Voting Participant
“Nominal” Family:

Christmas Cards, Funerals, Banquets
“Intimate” Family:

Includes “adopted” NFMs

“Connected” Family:
M f t & l ti llMore frequent & regular meetings,smaller groups, 

nuclear in-laws here
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CASE STUDY:
FILIPINO-CHINESE

“CHINOY”CHINOY  
FAMCORS
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Lessons from Chinoy FamcorsLessons from Chinoy Famcors

• Thrift ensures survival.
• A high, even irrational, level of savings is 

*

g g
desirable, regardless of immediate need.

• Must work hard (to exhaustion) to ward offMust work hard (to exhaustion) to ward off 
hazards in complex world.

• Trust only family• Trust only family
– An incompetent relative is > than a competent 

strangerstranger.
• A business enterprise is the family’s life raft.
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Chinoy FAMCORS 2Chinoy FAMCORS 2

• Obedience is essential to maintaining coherence 
and direction.

• Investment must be based on kinship or a clan 
network, not abstract principles, e.g., NPV.g

• Tangible goods like real estate are preferable to 
intangibles like intellectual property.intangibles like intellectual property.
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Genogram / Family Tree
Of the Gotong Family (Disguised)

Benny Sr. Pacita Henry Sr.

79

Henry Jr. Marissa

57 5553 57 51 57 55

Benny Jr. Simon Henrietta Greg Narcisa

31 2933 32 27 24 29 27

Paolo Alex Michelle AnnabelPaolo Alex Michelle Annabel

Legend:

- Male - Femaleage age1st Generation

2nd Generation
- Deceased    

- Involved in the Business

2nd Generation

3rd Generation

4th Generation
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Organizational ChartOrganizational Chart
BENNY JRBENNY JR.
President

Board Chairman
GARMENTS HOUSE

53 years old

PACITA
Board

T

GREG
Stockholder
Board Member

NARCISA
Stockholder

B d M b

PAOLO
Executive 

Vice PresidentTreasurer Board Member Board MemberVice-President
General Manager
Board Member79, Mother*

33, Son
57, Brother-in-law 55, Sister

HENRIETTA
Vice-President
Administration

ALEX
Vice-President

Marketing

MARISSA
Executive
Assistant

Administration Marketing
Board member

MICHELLE

51, Sister-in-law
32, Son

55, Cousin-in-law

MICHELLE
Sales and Marketing

Assistant
27, Niece

*Age, Relationship to 
Benny Jr.
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Next steps familyNext steps, family

• Family
– Vision clarification/vision exercises
– Genogram – family history/ trends

Parental/Family counseling– Parental/Family counseling
– Personal career counseling
– Formation of family council 
– Education on responsible ownership and p p

management
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Next steps businessNext steps, business

• Business
– Management Trainingg g
– Mentoring and Feedback

Programming work experiences– Programming work experiences
– Realigning Incentives
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Next steps working with NFMNext steps, working with NFM

• Select the best.
• Compensate well p

– but be careful about giving shares.
• Involve key managers in decisions.Involve key managers in decisions.
• Be clear: develop family 

You want NFM to develop family managers and move– You want NFM to develop family managers and move 
non-family members to management positions.

– Get their commitment to developing family talent– Get their commitment to developing family talent.
• Support them when they protect the integrity of 

your businessyour business.
• Don’t delegate family issues to them.
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ConclusionsConclusions
FamilyFamily
Goal: To care forGoal: To care for 
and develop family 
members   
Membership: Blood p
and Marriage

OwnershipOwnership
BoardBoard
G l T t bli h

FOUNDER/
Then Successor

OwnershipOwnership
Goal: To invest in a 
profitable enterprise   
Membership: Capital

Goal: To establish 
policy and monitor 
execution of strategic 
plans          

ManagementManagement

Membership: Capital p a s
Membership:
Business Expertise

CHALLENGE: To manage 
family transitions by 
balancing underlying

Goal: To run 
operations for 
efficiency / profit     
Membership:balancing underlying 

dynamics of interacting 
systems.

Membership:
Management 
Competence
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