
 Strategies for continuity and growth

 in the family business

By John Messervey

Director, National Family Business Council
Principal Consultant, Family Business Consulting Group
Chicago, Illinois

T

L et me describe one family’s dilem-
ma. They have six children, five
daughters and one son. The father
came up to me after attending one

of our meetings, and he said, “John, I
have a problem. I don’t know what to do
with this business I’ve built up.” And he
described his family sometbing like this.

The oldest daughter is leaving her job
as a nurse to join her husband overseas
in a Christian youth project. Daughter
number two believes in the guru Sy-baba
-a reincarnation of Cod-and is mar-
ried to a citizen of India. The next and
only son is a former minister who would
like to join the business but whose wife is
not liked by the son’s mother. Daughter
number three is living with a drug-abus-
ing husband who believes in reincarna-
tion and since he worked hard in previ-
ous lifetimes, this is his “vacation” life.

Daughter number four bailed out of
the family system and also moved to Cal-
ifornia, married a prominent doctor 22
years older than she is who reminds her
of Dad. They are millionaires and rais-
ing two small children. The youngest
child believes her father is a racist so she
married a black Ethiopian, has low self-
esteem, is bulimic, and has no interest in

Yesterday, I got a letter from the
mother saying, “Don’t talk to the m-laws”
in all this mess. What to do? Sell the
business?

Our focus  is on continuity. We want
your business to remain healthy. We
have 12.9 million family businesses in
this country in contrast to about 300,000
corporations that are publicly traded. So,
we’re all a part of family business, the
magnitude is so great whether its the
family that owns the Hyatt Hotel across
the street or the guy who owns the corner
restaurant.

We’ve discovered there are no perfect
families and no perfect family businesses.
Many are good and getting better. So the
orientation is one of wellness.

Most family businesses don’t end up
like “Dallas” and “Dynasty”. We believe
every relationship in the family business
can be improved and every business can
be made a more satisfying place to be.
We’re going to look at the components of
this.

the business,

First area is understanding family
management and ownership. The forgot
ten key is ownership. People just think
it’s family and business. No, it’s family

management, and business. You
can have a management succes-

sion problem and not have an
ownership succession prob-
lem, or vice versa.

A behaviorial  look at
families would include en-

. trepreneurial rivalry be-
 tween father and son, sib-

222 Angus Journal /  June/July 1989

ling rivalry, and how to increase the com-
mitment of non-family members into
your family business. There’s a model for
conflict  resolution to apply which we’ll
discuss later.

A preventative look at family business
spotlights what goes haywire most often
in a family business and how to cure it.

And, there are some characteristics of
successful family businesses. There  are
groups that are doing most of the things
right.

Recognize  that all organizations face
the drama of succession. Family busi-
nesses, although they make up so much
of our nations wealth, have a miserable
ratio of success in succession. The most
optimistic study we’ve been able to find
has been done by a colleague of mine,
John Ward at Loyola University in
Chicago, and it shows for the average
generation of 24 years, the first genera-
tion passing it on to the second genera-
tion makes it 40 percent of the time, the
second generation to the third makes it
only 15 percent of the time, and the third
generation to the fourth makes it less
than one percent of the time.

There are really seven positions if you
own a family business. You are part of
the family, you are part of the manage-
ment group, and you are part of the own-
ership. Where the circles overlap, some
people are family members and man-
agers. Some might be owners and family.
Some may be part owners, part man-
agers, and part of the family.

We don’t teach people how to be own-
ers in this country. And most of us don’t
pass ownership on very well.

What I’ve discovered after 11 years of
organizational consulting and six years of
family business consultations is that the
technically correct solution to succession
may not be the emotionally appropriate
solution.

A case illustrating some of this in-
cludes a strong-willed entrepreneur with
a daughter and four sons. Plus there’s
the son-m-law who exhibited what I call
in-law behavior. Often,  we find m-laws
are in charge of the most. They  tend to
accumulate and make themselves indis-
pensable. This son-in-law was a very tal-
ented individual and was president of
Dads company Dad became very suc-
cessful and a multi-millionaire.

Mom doesn’t like the son-in-law.
Daughter is not getting along with her
husband, the president of Dads company.
So the son-in-law is looking over his
shoulder and seeing four other sons com-
ing up behind him.

Mom and Dads marriage was in trou-
ble and they were pushing the problems
of their marriage down into the relation-



didn’t care for the son-in-law and had a
very contentious relationship with the
daughter. Dad loved the son-in-law as a
business partner and loved the daughter.

Who did Mom want to be president of
the business? The 25yearold son who
was totally incapable.

We take a multi-generational look at
your family business. The four of us-1
work with a psychologist, a family thera-
pist, a strategic planner most often-could
sit down with the father and mother and
almost predict what was going to happen
in the next generation. It is eerie. I
wouldn’t have said that seven years ago,
but it’s getting really spooky on how chil-
dren will turn out like or opposite of their
parents

Families have varying degrees of en-
meshment. Enmeshed families are
where when anyone sneezes, everyone of-
fers a Kleenex. Everyone’s kind of in to
each other’s stuff-a pile of puppies.

The other type is the Disengaged
Family, equally a problem and the oppo-
site of enmeshment.

What do the young people in family
businesses want, if they’re destined to
take over some day?

I happen to be of the school of psychol-

ship of daughter and son-in-law. Mom ogy that believes all human behavior is What kind of jobs does it take to uti-
based on needs. That is, we are need-
driven. Your family’s commitment to
your family business is based on the ex-
tent to which they perceive their needs
are being met. Their commitment to any
organization is based upon the extent

that organization is
meeting their
needs.

So, the task of
the owner of the
family business be-
comes merging the
individual needs of
the family mem-
bers with the over-
all business needs

of the farm or ranch.
How to do that? We’ve discovered

people want to be treated well and they
want to be utilized well. The trick is in
number two-utilized well. That’s where
the payback is, number two. People love
to be utilized well. If they’re treated well,
and most family businesses do a good job
of treating people well. If they’re treated
well, you get longevity. They  may not be
the most talented nor the most produc-
tive, but they stick around.

But, if they’re utilized well, there’s
much more coming back.

lize people well?
Three things must be in place. One,

the job must be complete, the job has an
A to Z to it.  A beginning, a middle, and
an end. It’s not some kind of never-end-
ing mush. It has distinction, it has lines
around it.

Two,  it offers some kind of significant
decision-making. The son or daughter
has the responsibility for making choices
about the "howness" of the job-how the
job is done.

Third and most important (and so
diffcult for family businesses), the man-
ager-owner must give the son or daugh-
ter feedback directly. You must let them
know where they stand. I have so many
clients who say--Why, my daughter, she
is the best in this business.” And I’ve
asked them, “Have you ever told her
that?’ And then their face just kind of
glazes over. They cant get that out.

No discussion of family businesses
would be complete without a discussion
of entrepreneurs. Most entrepreneurs
are first born. We don’t know where en-
trepreneurs come from, but one clue is
that they come from other entrepreneurs
and that’s generally the oldest son.

Entrepreneurs are generally  in excel-

Some other considerations...The Will
By John Alan Cohan,  Los Angeles, California, Attorney at Law.

A will is a document  by which you may dispose of your
property at your death. Legal experts agree that procrastina-
tion concerning making out a will is one of the main reasons
why an alarming number of people die “intestate”, or without
a will. If you die without a will, your property will pass in ac-
cordance with the appropriate law of “intestacy” in effect in
your state. This  means that your property will be distributed
according to a fixed  formula, and even remote relatives whom
you do not care about could benefit from your death. It’s im-
portant, then, even if you have a relatively small estate, to
make sure this does not happen and you prepare a will as ear-
ly as possible.

In recent years many people have recognized the effective
use of "living trusts”, which permit you to avoid probate of
most, if not all, of your assets. However, for several reasons,
even with a living trust, a will is also important. First, it is not
always possible to anticipate and thus to exempt from probate
every last asset you may own by using a living trust, and
those assets would have to be distributed according to the law
of intestacy if you did not leave a will. Second, it is possible
that you might die of injuries in a misfortune such as an auto
accident, and if this happens your estate is entitled to sue for
damages. Unless a properly drafted and executed will is in
place, damages may have to be awarded to heirs determined
by the law of intestacy.

Another important reason for having a will concerns mi-
nor children or grandchildren who may survive you. Unless
you name a guardian for them in your will, your children will
become a ward of the court, and the court will determine who
would serve their best interests by appointing a special

Guardian to be custodian of their property as well as to take
care of them. It is usually irresponsible for parents with minor
children to postpone implementing a will.

A will does not have to be complex, and frequently it can
be simple, brief, and to the point. It is your right to leave a will
and to thereby insure exactly what will be done with your
property. For many people a statutory will, available in Cali-
fornia, Maine, Wisconsin, and Michigan, may be appropriate.
A statutory will comes in a standard form which, when com-
pleted, signed and witnessed, has the same power as a de-
tailed will drawn up by an attorney These forms are available
in many stationery stores.

If you are going to have a very complicated situation,
there is some concern that the form might not be suitable for
you or it might not be filled out properly, and therefore it
would be prudent to consult an attorney instead. Also, certain
functions  cannot be served by statutory wills, as for example,
if you wish to postpone the timing of certain dispositions of
property or implement a testamentary  trust to benefit certain
heirs or organizations. Also, for larger estates, it can be disas-
trous to use statutory wills because they are ineffective with
respect to avoiding estate taxes.

For most people, a will is a permanent document that
might not require any changes except where  a new child or
grandchild  is born when a family member dies, or when there
is a significant change in your assets or new property tax laws
are enacted. Wills should be reviewed periodically, Amend-
ments or changes can frequently be made by a simple codicil
rather than drafting a completely new will.

If you have property located in different  states, or if you
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lent health and possess high energy.
They’re really tuned up, all the time.
One thing about entrepreneurs: as soon
as one project is  finished,  another is sure
to follow.

Entrepreneurs are generally engagecl
in solitary sports.I don't know of any en-
trepreneurial bowling leagues. They also
usually have a strong relationship with
one parent, either love or hate basis.
And that opens the primary en-
trepreneurial rivalry.

Sons or daughters  say, if I inherit this
business and I screw it up, then people
will say, “they couldn't  cut it”. Or, if I in-
herit this business and I clo better than
Dad, people will say, “look what he or she
started  with.” It’s a Catch-22.

The entrepreneurial rivalry is to  out-
clo Dad. Or, to win your father’s ap-
proval. It’s been said the family business
is where the children continue their strug-
gle with their parents. Entrepreneurs
avoid  equilibrium. They will create chaos
to solve chaos. Such offers the en-
trepreneur the chance to be a hero, over
and over again. You get into a mess to get
yourself out, but you never get into too
much of a mess.

Finally,  entrepreneurs have had  a
number of jobs for pay by the age of 15. J.
C. Hall, founder  of Hallmark Cads, had
11 jobs by the age of 15.

Why are we in the cattle business?

There are fundamentally  four reasons:
wealth creation, build  an empire in real
estate or cattle, to make a monument to
my family or myself-the name on the
door syndrome (like many car dealers  in
the city who want their name every-
where), or self-fillment.

So, if Dad wants X from the business,
Mom wants Y, and the children want Z, it
isn’t going to work especially if these par-
ties don't know their objectives. The fam-
ily needs to discuss and rank the priori-
ties on these four. If you don't
get this settled, then everything
else that follows is going to be
confusing to the people in the
family and other owners.

Families should recognize
there are eight stages of career
development in a family busi-
ness. The first is “dirty reality”-what
am I doing here? This entry stage may
last a few hours, a few days, a few weeks,
perhaps even a lifetime.

The second is, do I really want to do
this? Do I really want to be here. Third
is what we call surrender-you've  decid-
ed I'm going to learn about this; I'm going
to lean this business. After this the steps
move along very quickly,

The competitiveness stage: can I be as
good as the Olcl Man? Can I keep up
with him?-that fundamental  en-
trepreneurial rivalry. Then assertive-
ness: I want to run this ranch, this farm.

Most people don’t remember the day they
came to that conclusion. It’s a process.
Then there’s the fearful stage-can I a0
it? Then follows the longest stage of all,
the mastery stage -I am doing it. Some
never leave stage seven and adopt what
we call the “feet first” strategy which
means there’s only one way they’re going
off that ranch and that’s feet first.

Lastly comes the most satisfying
stage of all and that’s the mentor stage,

the stage where they pass it on.
Not just the wealth-that’s the
easy part-but where they pass
on the knowledge, the values, the
opportunities that made that
stage great. That’s the stage peo-
ple have told us is so nourishing.

A study by Gail Sheheey illus-
trates both men and women’s level of
happiness becomes highest and climbs
more or less constantly during the men-
tor stage from ages 52 through 70 and on
up as there is a feeling of completion, ful-
fillment,  of a passage, gratefulness of
having lived such a life. That’s what we
hear most often from people who have
passed on their business.

All family businesses have conflict. A
model of conflict resolution can be illus-
trated by a son wanting to convince his
father of the need to buy more land. If
you’re the son and you’re trying to sell
that idea to Dad, you’re going to get one

move to a new state, special caution must be taken with regards in a separate written document The same may be said con-
to preparation of a will, in consultation with your attorney. cerning provisions regarding disposition of organs to science

It should be noted that certain kinds of property are not
subject to testamentary disposition by will. Property held in

or the use of life-sustaining procedures. Most states have pro-
cedures (outside of your will) for implementing your wishes in

joint tenancy, for example, automatically goes to the surviving those respects.
joint tenant and cannot be disposed of by will. Life insurance
proceeds, likewise, usually go automatically to the designated
beneficiary, unless the policy states that the proceeds are

...The Living Tust

payable to your “estate”.
One of the most important issues facing agricultural

It is important to carefully select and designate an execu-
families is how to draw a lifetime economic map that will per-

tor of your will, and it’s recommended to designate a succes-
mit transfer of accumulated wealth from generation to gener-

sor or alternate executor. The executor shoulcl be someone
ation with the least amount of tax consequences. How might

who is likely to survive you and who can be trusted as signifi-
a family optimize the benefits to be enjoyed by the accumula-

cant powers are reposed in an executor in terms of adminis-
tion of wealth, enhance financial and mental security, pro-

tering your estate and dividing up personal property. Because
mote family harmony, and perhaps most importantly plan for

of the broad powers given an executor, he is in a position to go
an orderly transfer of property from one generation to the

through all of your property for the purpose of making an in-
next smoothly and economically?

ventory, and if anything is later “missing”, it is extremely dif-
An estate plan regarding transferring of your ranch or

ficult to actually prove any wrong doing. Accordingly, extreme
farm to the next generation should be as integral a part of

care should be exercised in naming your executor.
your life as having a deed to real estate, keeping bank ac-

In addition to preparing your will as early as possible in
counts, or having insurance policies. It is a plan for living

life, legal experts advise that you should not keep your will in
rather than a hurried program to be implemented in contem-

a safe deposit box unless a second person also has legal access
plation of death. An estate plan shoulcd be drafted and imple-

t o  your safe deposit  box. (Your  bank can arrange for a joint
mented early in a farmer or rancher’s career and must be re-

tenancy safe deposit box or a power of attorney designation
viewed on a regular basis to meet changing needs.

for that purpose.)
The most highly recommended procedure for planning

Because quick access to your will is necessary in the
on the orderly and gradual transfer of a farm or, for that mat-

event of your death, the original might best be kept in an ac-
ter, any business, really, is the implementation of a family liv-

cessible place at your home or in your lawyer’s office.
ing trust, which is possibly the most cost effective and money

Funeral instructions should not normally be set forth in
saving family planning tool that you could ever encounter.

a will, contrary to popular misconception but should be stated
Most attorneys  are not familiar with the extraordinary capa-
bilities of a family trust in connection with a family business
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of two responses. You are either going to
get, an unconditional "yes" or you’re going
to get some other response. Any other re-
sponse other than an outright yes should
be regarded as a conditional “no”.

When your hear that conditional no,
your instinct is to try to sell that idea
again. Don’t do that. Trying to sell the
idea again tends to reinforce the no, and
second, it’s like you weren’t lis-

closed auestion such as "Is that all of
your concerns?” If he says no, then
you've got to go back and get all of them
out. Be patient. This process takes more
than a few minutes. It might take
months.

Then when all the objections have
been aired, you restate your belief in the
idea being a good one, asking, “How can

we work this out?" Guess who
tening the first time.

We suggest this. Step one:
ask an open-ended question.
Open-ended questions cannot be
answered with a simple yes or
no. They allow people to talk.
Ask Dad why and let Dad ex-
plain, let him talk. Now, he’s go-

will help? More than likely he
will. It isn’t guaranteed, but
you’re more likely to get his help
as you’ve avoided conflict and
have at least the prospect of ar-
riving at some kind of shared so-
lution to the problem. Why? Be-
cause you’ve made sense. you’ve

ing to say some things you might not
agree with, they might even be inaccu-
rate. Just shut up because you have to
let Dad talk.

been patient, and you have been reason-
able.

Why let Dad talk? Because people
change their minds when they’re talking,
not when they’re listening. My theory is
when you’re talking, your filters aren’t
up. When you’re listening, you build up
your filters and you push the stuff back
you don't want to hear

When Dads through talking, you go
through the next step which is an elabo-
rate re-statement of the problem citing
all his objections and so on. Then ask a

The last step is to propose some kind
of action plan that you work on together.
The process is called exploring differ-
ences. Open-ended questions, listening, re-
statement, and seeking solutions jointly.
Don’t get bumped off at the beginning
when you hear that conditional “no”. Don’t
get upset, don’t let it eat you up inside.

Now, people are more likely to carry
their emotional baggage in a family busi-
ness than in other careers. In a family
you can’t run away. And parents have
ambiguity, You can keep things vague for

a long period of time. Children, being a
bit more impatient, want clear and crisp
direction. Parents possess long gestation
periods for decision-making. They can
take their time. Children want decisive
ness. They want clarity.

Children want perceived freedom and
independence. Parents have ultimate
control. As one son said to me, “John, ev-
ery time I get near the end-zone, Dad
moves the goal posts.” Or it goes the oth-
er way. I had a father, owner of a food
processing company, tell me: “I was hop-
ing my son would blow it so I wouldn’t
have to worry about succession.” That’s
how afraid people get. Talking about suc-
cession in a family business is tanta-
mount to drawing up your will and talk-
ing about death.

And conflict goes beyond father - son.
I had one brother tell me: “I spend a lot
of time figuring how to get my brother’s
half of this business.”

An approach or model one can use if
you’re an heir in the family business . . . .
Ask yourselffour questions: One, what is
most valuable to yourself? Are you going
into the family business to win your par-
ents’ approval? The odds are you wont
make it. The situation will be rife with
conflict, submerged or direct. Second,
what do you need to be truly happy?
Have you been able to do enough, see
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enough sort it out? !Ihree, what are you
willing to pay for your happiness? What
are you willing to give up? Are you will-
ing to give up the family ranch? Or, are
you willing to give up the job in the big
city and come back home to the farm or
ranch? Fourth, how do you remove the
obstacles of getting there? How do you
work those out?

If you’re the parent, it works back-
ward and is a little more difficult. First,
what are your desires for the children?
Second, how can your desires for the chil-
dren be accomplished? Do you even
know what those are? Third,  can you
give your desires up? Fourth, is it possi-
ble your children’s desires may be more
important than yours? can that be pos-
sible? If they want to move away, can
you let that happen? And . . . can they
move back if they decide to?Can you re-
solve those differences?

We’ve discovered that the best thing
you can do for your children is to raise
high esteem children? That's all there is

to it. It isn’t the money, I’m convinced of daughters that worked some place else
it. The issue is raising high self-esteem during their twenties had much higher
children-how do you do that? succession ratios and more successful

families than those that have never
You do that by allowing them to indi- worked elsewhere. Those wake up at 42

viduate, allowing them to adopt their and wonder what it would be like to have
own identity. What is our struggle worked somewhere else and
in life? Our struggle in life is for
separateness and identity. That is
not to be implied that we’re break-
ing apart the family The theory I
believe in, is that the family is the
smallest common denominator,
not the individual.

One of common problems we

it kind of eats at them, some-
times in a big way

Also, family businesses
become very incestuous. We
have in family business this
elaborate training program
called “Watch Me”. Watch
me deal with the bank,

see is artificial employment. That’s hir-
ing your children when there was no job
there before they started and there won’t
be one there when they leave. And evey-
body knows it, including them.

Another problem is inadequate train-
ing for new entrants. We strongly sug-
gest young people in their twenties work
somewhere else. Our experience has
been that later in life, those sons or

watch me deal with the government,
watch me deal with our suppliers, watch
me sell these cattle.

It’s just good to work somewhere
else-perhaps  still in the industry-but
for another firm, another perspective.
When you’re in your twenties, your fa-
ther is likely in his forties or early fifties
and in no mood to transfer the business.

because the probate-avoidance feature of such family trusts
might detract from the high probate fees attorneys would

tion, working with the father, without the burden of heavy

otherwise realize upon the probate of your estate. Moreover,
debt. The father gets the opportunity to take it a little easier,

it’s entirely possible few attorneys, nationwide, have suffi-
and to take a little time off. Further, the heir enjoys a good
and steady job and involvement in the business. The exis-

cient expertise to competently draw up and implement a
suitable family trust for your farm estate.

tence of the trust gives an incentive for the heir to inject, new

Now, let us review some of the pertinent issues regard-
ideas and enthusiasm in to the farm enterprise, and enjoy
the shared relationship.

ing a family trust to see if it is suitable for your situation.
Apart from the very substantial money-saving elements

There are pitfalls if you do not arrange for a family
trust. Quite often the relationship of father and heir in con-

available because of probate avoidance, as mentioned, a fam- nection with working on the farm is casual and off-the-cuff.
ily trust permits you to continue the operation of your ranch
or farm, whether a sole proprietorship, partnership, or corpo-

Sometimes, their understanding is oral and vague. The fa-

ration in virtually the same existing `manner. It permits you
ther fails to make it clear how the heir is going to grow in the

to eventually disengage from the business and move towards
enterprise. The relationship between the father and heir

retirement. It permits you to have your son, daughter, or
may deteriorate, and finally terminate in hard feelings. Also,

other heirs work with his father, to grow in and with the
without a trust, there can be disastrous tax consequences.

business, and to gradually shift responsibilities to the heirs
By contrast, with a family trust, the father retains all

commensurate with their capabilities, and to make it possi-
ownership of the enterprise (with proper ownership and in-

ble for your son or daughter to eventually have the business in
come provisions for his wife), but the heir receives a share of
the net income of compensation for the work The heir does

their own name when it is felt that they are ready and capable
of handling its continued profitable operations. It permits you

not get ownership of anything-land or chattels-during the
initial period of the trust. The trust can be revoked or

to pay your heirs a sham of the net income as proper compen- amended at anv time.
sation  for labor and efforts in connection with the business.

A family living trust permits you to utilize credit in
Under this pattern the son or daughter gradually ac-

farm estate building, establish additional reserves for the
quires a share in the animals, machinery, good will, and oth-
er assets of the business in accordance with the discretion of

payment of existing loans on real property or other business
loans, and to establish funds for future expansion and

the father. Alternatively, provisions can be made for specific
percentage transfers of the business at stated times in the

growth. future or upon theoccurrence of certain events. The transfer
One important feature of a family living trust is that,

upon the death of the mother and father, the business can be
of the assets of the business, under a properly administered

immediately transferred, absolutely, to designated heirs
family trust, permits such transfers without payment of fed-

such as your son, without delays of anv kind . without pro-
eral gift tax, which otherwise would impose significant tax

bate. and without transfer fees. This means that, if your
burden on the parents.

ranch business is worth, say $500,000, the net savings to you
The best trust arrangement is simple, clear and unam-

with such a trust will be about $50.000, or 10 percent of the
biguous, written in everyday, easy-to-understand language.

value of the business.
Provisions can be made to either permit or prohibit the son

There are tax advantages, additionally  to your son,
or daughter heirs from selling the enterprise after both par-

the continued
daughter, or other heirs, in that normally there will be no

ents have died, if desired, thereby requiring

tax liability to them upon your death, and they will obtain a
and profitable operation of the business for years to come.

“stepped-up basis” in connection with the farm, which in it-
For further information on this important subject, please
contact the author at (203) 557-9900.

self is an extraordinary tax advantage. Moreover, the trust
arrangement permits the heir to move into the farm opera-
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There’s all kinds of work that's been done
to show, transfer is much more likely to
occur when the father is 55-65 or 65-75.

Another problem is inadequate or un-
realistic compensation. This is a ticking
time bomb. Especially if you start having
compensation based on need in the fami-
ly rather than on performance. I’ve seen
so many families where the son who is
married and has children and needs a
nice house makes three times more than
the son who is single, who plays around,
etc. Yet, both may be working  equally
hard.

Finally, incompetent directors and ad-
visors. Those are the people you’ve had
around too long. Those are the people
that  play it  back to you the same way
they  think  you want  to hear it,. Your
CPAs, bankers, consultants, attorneys.
The key is accountability. Put  your work
out on bid once, and you’ll find suddenly
you’re getting more pertinent advice.

There are nine characteristics of suc-
cessful family businesses.

1. You must articulate a clear mission for
your family business. Where are you
going, what  do you believe in, what
are your values?

2. Good family businesses have a history
of family wellness. Well families

beget well family businesses. The companies are picking off the bright
corallary is also true. and hard-working individuals.

3. Successful family businesses encour-
age open communications. They en-
courage individuation.  They encour-
age consensus. They have a system
for making decisions.

4. Successful family businesses renew
values, the family values, the business
values, the methods of running the
business at each passage of genera-
tion, each ownership change. You’ve
heard it said, “shirt tail to shirt tail in
three generations.” That  happens
when they lose that work ethic in the
second generation. Dad made it,, I
spent it attitude.

7. They provide powerful incentives to
non-family managers and employees.
Those folks know  their names are
never  going to be on that  ranch  or
that  farm or that  business. They
know that  but  they feel a part  of the
family. They’re part of that wholeness
and that wellness through incentives.

8. The family  business should secure
and challenge competent  advisors.
They don't let their advisors get stale.
They keep them jumping.

5. They properly evaluate compensation
and performance. Remember feed-
back? Good family businesses tell the
kids how they’re doing. They tell the
children where they stand. That’s the
number one problem we find out
there.

9. Successful family businesses possess a
long-term commitment.  Farm and
ranch families do this very well. You
think in decades.

Presented at the 1989 National Cattle-
men’s Assn. Convention, Phoeix,  Ariz.,
January 28 - February 2,  1989.1989.
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6. Successful family businesses ruthlessly
pursue training. The most valuable
commodity in the next generation is go-
ing to be the well-trained, well-educat-
ed, articulate worker. The labor force is
shrinking, as you know, and the major
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