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Family Mythsin the Family Business

ronment his father and brothers would re-
spect neither his skills nor his business savvy.
But his father had convinced him that this
would not be the case. In fact, John had
promised himvirtually freereign in the de-
sign and running of the company’s sales and
marketing department. Thiswas the kind of
opportunity he would have had to wait years
for in any other business.

John Robertson was thrilled when his
youngest son, Jeffrey, finally showed an
interest in joining the family business.

For years John had been trying to con-
vince Jeff that working in the family firm
would be fun and challenging for him.
John was pleased that Jeff would be
bringing his marketing expertise into the
business, but if the truth were told, he was
even more pleased that all three of his
sons would finally be working together.
He had worked hard to build his company
and desperately wanted his children to be
able to reap the benefits of that hard
work. His plan was to stay with the com-
pany for five more years. At that time he
would retire, and his sonswould buy him
out. In onefell swoop hisretirement and
their financial futures would be taken
care of.

each party serioudly questioning the
other’s professional competency; and
with father and son both dreading the im-
pending holiday season where they would
feel obligated, for the sake of the family,
to pretend that nothing was wrong?

The answer to this quandary restsin the
underlying assumptions that both father
and son brought to their business partner-
ship. While John, in theory, supported
Jeff’ s ideas about modernizing the sales
and marketing department, he really still
thought of thirty year old Jeff asakid.
Even though he appreciated and was
proud of Jeff’s professional accomplish-
ments during the last ten years, John had a
difficult time moving beyond hisimage of
what he considered Jeff’swild and irre-
sponsible high school and college years.
It was an image that did not serve either
of them well. It created too great aworry
in John about the financial safety of a
business that he had created and nurtured
over the last thirty years. And in Jeff, it
triggered his tendency to become angry
(Continued on page 2)

When Jeff started working for the family
firm, he immediately rolled up his sleeves
and started an overhaul of the company’s
sales and marketing efforts. Jeff could see
that a major growth in sales volume would
be needed to achieve his father’s ambitious
retirement and family wealth generation
plans. During the early planning stages, his
father John was totally supportive. Unfortu-
nately, this honeymoon lasted less than a
month. By the end of the second month, both
father and son were angry, frustrated and
serioudly re-evaluating their decision to work
together.

Jeff Robertson was actually excited about
this new leap he was taking into the fam-
ily business. Until recently, he had been
leery of working with his father and
brothers. Snce he was the youngest son,
he had been afraid that in a work envi-

So what went wrong? How could something
that started out so hopefully wind up with

The Business of Family Business

In truly successful businesses, family ceeding issues of “ Relatively Speaking” will question, “From your professional per-

owned or not, profits tend to be healthy
and cash isking. While other measure-
ments are important, none are more im-
portant at the end of the day. Without
them, businesses don’t survive for long.
And without skillful management of a
business' basic functional areas, profits
will dwindle and cash can easily dry up.
With thisin mind, the current and suc-

present a series of interview responses from
Corporate Alliance, a professional group of
consulting firms focusing on issues and op-

portunities for family companies within func-

tional business areas. For thisissue, the

newsletter’ s editor interviewed six members

of Corporate Alliance, each a seasoned vet-
eran within their own area of expertise.

Below isa synopsis of their responses to the

spective, what are the four or five greatest
exposures and opportunities for family
businesses you encounter?” We will pre-
sent their first two responsesto the ques-
tion on exposures and opportunitiesin
thisissue, with theremainder to be pub-
lished in the next issue of “ Relatively
Speaking.”

(Continued on page 3)
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(Continued from page 1)
and rebel every time hisfather questioned an
action or direction that he was considering.

Jeff’ s assumptions were equally destructive
of the father and son’s professional and per-
sonal relationship. He went into the business
assuming that his MBA and outside market-
ing experience were far superior to any of the
internal expertise to be found in hisfather’s
company. Asaresult, heignored crucia in-
dustry input that the existing sales and mar-
keting staff could have provided (including
information from his father who had over-
seen the sales staff before Jeff’ s arrival). Not
only did he miss the information that could
be key to his plan, but in the process, he be-
gan alienating the staff that was needed to
carry out the marketing strategy. In addition,
Jeff did not view his father as multi-
dimensional. Instead, he carried in his head
an image of his father as strong, paternal, and
fearless. Asaresult, Jeff failed to consider
the fact that his new marketing program
could stir feelings of fear in hisfather. He
entirely missed the fact that John was strug-
gling with his changed role in the business,
worrying about losing money if the market-
ing plan failed and also worrying about how
the new marketing plan would change the
customer relationships that he had spent
years developing. It was no wonder that after
just one month father and son had reached
the point where they both felt that dissolving
their professional relationship seemed to be a
viable option.

Weas there a solution to their dilemma? For-
tunately, yes. A business acquaintance of
John’ s suggested the use of an outside coach

Family Mythsin the Family Business

to work through the issues and attempt to
find a solution that would allow both the
business and the family to remain intact. Not
surprising was the coaching professional’s
discovery that neither John nor Jeff had re-
cently reassessed the pictures they had cre-
ated of one another within the confines of
their family relationships. After training in
respectful interaction and high impact listen-
ing, both father and son were able to see one
another in adifferent light. Jeff was able to
see his father not only as head of the family,
but also as a successful entrepreneur, and a
human being. He began to appreciate the
skills and determination that enabled his fa-
ther to build his business from virtually noth-
ing to a multi-million dollar enterprise. And
rather than railing in judgment against any of
his father’ s difficult or conservative behav-
iors, Jeff started to react with a compassion
that allowed him and his father to discuss
their differences, instead of arguing.

John, on the other hand, began to understand
that his picture of Jeff was easily ten years
out of date. Hisson no longer drank, ca
roused and made questionable personal and
professional decisions. Jeff was actually
bright, sharp and respected by both his
friends and professional colleagues. While
some of Jeff’s views were different than his
own, many were fresh, interesting and proba-
bly filled with potential for the business.
John also began paying attention to the part
his own fears played in the deterioration of
his relationship with Jeff. It became clear to
him that he was becoming overly conserva-
tivein his response to Jeff’ s marketing plans.
This was not because the plans were risky,
but because John was feeling lessin control

ﬁ

of hisand the company’ s destiny now that
Jeff was taking over some of the responsi-
bilities.

With these insights in place, the coach
helped both Jeff and John refocus on the
goals they had been so excited about when
Jeff first joined the family firm. They es-
tablished aformal transition plan that al-
lowed John to provide needed input into
Jeff’s plans for restructuring the com-
pany’s marketing efforts. At the same
time, John, with the coach’s support, began
redesigning his own role in the company.
Eventually he created arole that allowed
him to closely monitor his company, while
reducing the amount of time that he spent
on the premises. During his off time, John
could (and did) start reaping the rewards of
his thirty years of hard work, while simul-
taneoudly testing whether or not he would
be happy in alife retired from the business.

Fortunately for John and Jeff, their willing-
ness to examine the myths they held sur-
rounding family roles alowed them to re-
focus on possihilities for themselves and
the firm. Changesin outlooks like this of -
ten lie at the heart of successful transitions
in family owned enterprises.

The businesstransition...?
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(Continued from page 1)

OPERATIONS

(John Hehre, President of Creative Proc-
esses, Inc., a firm specializing in process and
performance improvement, primarily in op-
erations.)

Mr. Hehre described several areas that he felt
were often problematic for family owned
businesses, particularly those involved in fast
growth or transitioning processes. These
include:

1. Tendency to focuson symptomsrather
than root causes of operational problems:
Too often problem solving is reactive and
short termin focus. A prime exampleisin
the area of inventory control. When difficul-
ties arise, afrequent solution isto look for an
obvious and often expensive technological
fix. Purchase of ERP and CRM systems
have their place, but thereisamyriad of
other causes for inventory control problems
that these systems will not solve. Gapsin the
sales/ordering process, lack of systems disci-
pline and poor production reporting are only
afew of the many possible underlying inven-
tory control situations that quick fix technol-
ogy can’t solve. What these and most opera-
tional issues require are disciplined and sys-
tematic analysis that go below the symptoms
on the surface.

2. The“not invented here” syndrome:
Often in family businesses, the entrepreneur
or family members who have grown up in the
business will assume that their unique history
qualifies them to make decisions, perform
tasks or take on new challengesin areas
where they have no experience or expertise.
While the learn as you go strategy can work
in certain situations, companiesthat arein a
fast growth mode or who are subject to
quickly fluctuating market demands may find
themsel ves making too many costly mis-
takes. Successful leaders will carefully ana-
lyze their own skills and the skills of the fam-
ily members in their business and offload
tasks and challenges that require outside ex-
pertise.

ACCOUNTING

(Kevin Moquist, Managing Partner, Carver,
Moquist & Associates, LLC, a full service
CPA firm serving a diverse business client
base in the software, manufacturing, real es-
tate, service, training and high technology
industries.)

In hiswork with family businesses, Kevin
Moquist sees a number of areas where com-
pany leaders could avoid undue risks or take
advantage of unique opportunities.

1. Document formalization: When family
businesses form the members are bound to-
gether intrust. Whilethistrust isanimpor-
tant factor in preservation of both the family
and the company, if agreements between
shareholders in the business are not formal-
ized, misunderstandings regarding disposi-
tion of the business can arise. Clearly de-
fined shareholder documents that lay out buy/
sell mechanisms and clear methods of valua-
tion in avariety of family and businesslife
scenarios can save enormous grief in the long
run.

2. Ownership succession issues: Thinking
ahead to the transfer of ownership to another
generation is another complex issue that
owners need to start planning for early. Suc-
cessful transition plans usually consider: a)
financial implication for children that partici-
pate in the business and those who do not, b)
realistic financial needs of the retiring owner
and his/her spouse, and ¢) systematic transfer
of assets, responsibility and authority to the
new generation across time.

INFORMATION
TECHNOLOGY

(Peter Schoon is Vice President of Galaxy
Computer Services, Inc., an information tech-
nology company providing turnkey solutions
and support.)

With the speed of technology change, it is
difficult for non-IT business leaders to
know where to place their focus and where
to spend their money. Peter Schoon sug-
gests several crucial areas of consideration.

1. Information access. Since customer,
vendor and employee communication is so
critical to company success, information
accessisakey areafor corporate analysis.
Each company’s needs will vary, but the
basic areas for review would be: ) internet
access, b) e-mail systems and access,
¢) remote access, d) multiple site access,
and e) strategic partner communication
systems.

2. Security: While security from outside
hackers makes the news most frequently,
internal industry security is actually of
greater concern. The greatest security
breaches will most likely come from com-
pany employees, and they can take the fol-
lowing forms: &) malicious destruction
from disgruntled employees, b) employee
theft, c) inappropriate disclosure
(e.g. social security numbers, salaries,
etc.), and d) industrial espionage (e.g. cus-
tomer lists, proprietary information).

TR
o
i

k :‘:r{

(Tim Duncan, Partner, Coleman, Hull &
Van Vliet.)

Tim Duncan specializes in working with
start-ups and small to medium-sized busi-
nesses, many of which are family owned.
Mr. Duncan identified severa genera legal
issues that family businesses should con-
sider and/or monitor closely.

1. Estate planning: Mr. Duncan views
estate planning as a key area for review.
Both the tax/accounting considerations and
the legal formalities need to be established

(Continued on page 5)




First, Break All the Rules

By Marcus Buckingham & Curt Coffman

Common sense tells us that the best manag-
ers are ones that produce the highest profits,
the lowest employee turnover and in general,
the greatest business performance. What
hasn’t been as clear is which personal traits
those “best” managers bring with them to
their professional roles. Barnes and Noble
Bookstores have shelves of guru hopefuls
expounding on the methods and characteris-
tics used by high performing managers. But
many of these books put forth contradictory
information and flavor of the month tech-
niques. What Buckingham and Coffman
have doneis present real data. Their em-
ployer, the Gallup Organization, conducted
in-depth interviews (more than 80,000 man-
agers) in over 400 companies in order to an-
swer the question, “What do the world's
greatest managers do differently?” There-
sults that they lay out are definitely worth a
read for persons hoping to recruit the best
and brightest for their businesses.

In just under 250 pages, the authors elaborate
on four key operating areas that differentiate
the greatest managers from the status quo:

= Great managers select employees based
not simply on experience, intelligence or
determination. They specifically select
for talent.
Great mangers set expectations by defin-
ing the right outcome instead of the
right steps.
Great managers motivate by focusing on
employee strengths, not their weak-
nesses.

®  Great managers develop their people by
helping them find the right fit for their
talents, instead of pushing them up the
next rung of the management ladder.

Underlying these four keysisthe

“revolutionary insight common to all great
managers, People don’'t change that much.
Don't waste time trying to put in what was
left out. Try hard to draw out what was | eft

Management Indices

Editor’s Choice ~ Book Recommendation

in. That is hard enough.”

Throughout the book, Coffman and Buck-
ingham use clear “in the trenches’ anec-
dotes to elaborate on these four keys. And
perhaps even more useful istheir inclusion
of the top twelve questions that reflect
most clearly the presence or absence of
topnotch management. (See chart below.)
These questions were first asked of com-
pany employees. The responses were then
statistically correlated to traditional meas-
ures of company strength (e.g. profit, pro-
ductivity, retention and customer service).
Companies or divisions that rated high

(5 onascale of 1to 5) performed signifi-
cantly higher on the traditional measures.

The editors at Relatively Soeaking give
First, Break All the Rulestheir top

% % % % rating. The book isclearly writ-
ten, concise, practical and provides signifi-
cant insightsinto an area of concern for
most business owners and leaders.

Law High | Sewre

“And perhaps Question:

even more

useful is their
inclusion of
the top twelve
questions that
reflect most
clearly the
presence or
absence of
topnotch

management.”
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D | have tha materials and aguipment that | oed o do my wark right?

A% wark, do | have the opporiuniy o do what | do besi every day?
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(Continued from page 3)

to ensure that the wishes of the owner are
implemented. Unclear, unrecorded wishes
for the business can be easily ignored or
misinterpreted, often to the detriment of
family relationships. Equally important, an
owner’s estate should be established in a
fashion that permits an orderly legal transi-
tion and averts excessive and avoidable
estate taxation.

2. Basic corporate transitional issues:
Whenever there isatransition in owner-
ship across or within generations, the proc-
essis made easier when legal documents
arein place asaguide. Arranging for such
things as share transfer, board composition
and officer appointments and responsibili-
ties are best done early in the company’s
history, and then reviewed regularly to en-
sure current applicability.

3. Death or incapacity of owners. Most
often, family owned businesses at |east
have afinancial plan in place in case of
owner death. However, little consideration
is given to the possibility of disability and
itsimpact on the business. What happens
if the owner isinjured and unable to oper-
ate the business? What happensif the head
of the company develops Alzheimer’s dis-
ease? Questionsthat need to be addressed
include: a) Does our key man insurance
cover these kinds of issues? b) Do we have
legal protection in place that allow the
transfer of both shares and power to occur
in these types of circumstances?

FINANCING

(Jim Louwagie, Vice President Business
Development, Sgnal Bank.)

Close to 90% of the businesses that bank
with Signal Bank are family owned, and
Jim Louwagie has, at one time or another,
worked with most of them. From his per-
spective, family firms could make their

banking relationships stronger by attending
more closely to the following considerations.

1. Beprepared: When coming to afinan-
cial ingtitution to ask for funding, come pre-
pared. Have aplan for the use of the money
that will reflect arealistic return on invest-
ment. Have a completed ROI and cash flow
projection showing how you will be able to
pay back the money that you are borrowing.
Even if thereisahistory of financial loss,
most community banks are willing to listen
and be open to the possibility of further sup-
port. However, they need to understand why
the losses have been experienced and how
they will be eliminated in the future. The key
to gaining or maintaining the support of your
banker will be your ability to show profes-
sional management ability. Knowing and
showing your numbersisthe first step in that
direction.

2. Entrepreneurial business savvy: When
starting up a new business or new division,
make sure that you have a solid and formal
business plan to show your banker. Take
care to discuss the sales process and market
strategy from afinancial perspective. And
make sure the plan you present is realistic.

SALES&
MARKETING

(Wayne Voigtschild, President, Market Suc-
cess, Inc., a marketing and sales consulting
company focused on results.)

Most family businesses have a desire to be
“best of class’ in their markets. Y et many
have not taken a fresh look at their current
marketing and sales practicesto determine
how they might be jump-started to improve
business success. Wayne describes four ar-
eas of need that he often sees when working
with family businesses. Leading thelist are:

1. Strategic business planning: Most com-
panies give areasonable level of attention to
cash and profitsin their early stages of

growth, often taking the form of sales/
production forecasting and budgeting. But as
the business grows, so do the investmentsin
facilities, production equipment, computers,
accounting controls and people. With in-
creased size and complexity, the company’s
ability to “turn on adime” is greatly reduced.
Business fluctuations begin to have a greater
impact on the business and last much longer.

In the past, strategic planning purists encour-
aged companies to look five or even ten years
out to determine and plan their desired course
of action. Today, with the increasing pace of
technology change, looking five years out
appearsrisky at best. TheInternetisaclassic
example of atechnology that few strategic
planners anticipated. Y et e-commerce has
virtually changed the way many companies
do business. Effective strategic planning to-
day focuses on a one to three-year planning
horizon. Companies plan the actions that
will be taken in the event of positive and/or
negative growth fluctuations. Strategic plan-
ning also assures that the resources of the
company are proactively applied and opti-
mized to meet real customer needs. Growth
opportunities are assessed, prioritized and
pursued in a manner that greatly improves
the odds of company success.

2. Understanding and leveraging core
competencies. Over the years, companies
develop a unique set of skills and competen-
ciesthat are required to make the products
that put them on the map. As customer needs
shift, or appetites for growth expand, compa-
nies begin to look for new products and ser-
vices to spur growth. The search for new
products can rapidly take a company out of
its comfort zone. It is common for manage-
ment to be lured by opportunities for high
sales and profit potentials with new products.
What is |ess understood, however, is the risk
factor that develops when companies move
away from their core competencies and out
of their comfort zones. Successful leaders
focus on understanding their core competen-
cies and leveraging those competencies
against new opportunities. Targeting oppor-
tunities that fit the company’ s strengths in-
crease the company’ s ability to succeed.
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Worried in Wisconsin doesn t want to take over family business

Dear Anita: My father and his brother own a
small manufacturing company in southern Wis-
consin. The company is successful, but both my
dad and my uncle are interested in retiring
within the next few years. My uncle has no
children, and | am an only child. Unfortunately,
it has become increasingly clear that both men
are looking to meto carry on the business.
While | have worked in the company and un-
derstand the processes, | really have no interest
in continuing a career in the family firm. We
are aclose family so | don’t want to disappoint
them. But | would be miserableif | went back
to run the company. How can | find a solution
to this dilemma?

Worried in Wisconsin

Dear Worried: While sparing aloved one
disappointment can be an admirable goal,
it is definitely not worthwhile if it requires
you to forsake your own dreams and aspi-
rations. If thereisno other reason but fam-
ily pride for keeping the company in the
family then | suggest you come clean with

Dear Anita...

your father and uncle about your clear lack
of interest. 1t may be disappointing for
them at first, but that is certainly better
than leaving what could be alegacy of
misery for the next generation.

| do have several other thoughts for you to
consider. It occursto me that your father
and uncle may have additional unvoiced
concerns about the business. If they are
interested in retiring soon, they may be
worried about needing to sell the source of
their income before they areready. To
them, having you come in to run the busi-
ness might seem like a way to continue the

generation of retirement funding while
they are actualy in retirement. Thiswould
work well if you had an interest in joining
the firm, but this can also be implemented
in circumstances where the second genera-
tion has no interest in running the com-
pany. If your father and uncle wish to re-
tain ownership of their firm, they can actu-
ally hire an executive from a reputable out-
side company to run or position the busi-
ness until they are ready to sell. They
could retain ownership of their assets with-
out having to actually run the company on
aday to day basis. Doing this requiresre-
search, in depth candidate interviewing and
selection, as well as setting up a continuing
process for monitoring the candidate’ s per-
formance. Thisisalot of upfront work,
but it could provide an alternative solution
for your family. Good Luck!

Anita Ryan is owner and president of Family Busi-
ness Success, I nc., a consulting company focused on
assisting family owned businessesin resolving and
successfully navigating difficult family business
issues.

| nvestor’s Corner

This past year was a scary year in the mar-
ket, leaving investors struggling to navi-
gate in the new world of sluggish tech
stocks and sinking earnings for many Old
Economy stocks. |sthere anything we can
salvage out of the stock market’s Y ear
from Hell? If we are smart, perhaps we
can at least learn some lessons. Here are
some tips that may serve you well in the
more demanding markets ahead:

1. Remember to quit when you are ahead.
If you have an investment that soarsto the
moon, do not be afraid to take some of the
gain off the table—before it can plunge
back to earth.

2. Pay close attention to asset allocation.
If you are conservative by nature or relying

on your money for retirement, put rela-
tively more money into secure bonds and
cash, and lessinto volatile stocks. But if
you are confidently aggressive, young or
fairly affluent, you may want to put more
into stocks.

3. Allocate your stock investments among
different categories of stocks. Over the
long-term, investors who have done the
best are those who have had a mixture of
large vs. small capitalized and value vs.
growth stocks.

4. No mutual fund manager or investment
advisor isright all thetime. Yes, certain
managers tend to outperform over a period
of years. But do not presume that winning
records will persist forever.

5. Pay close attention to the most impor-
tant factors when choosing stock. Make
sure that the company has a solid business
and that you understand what the com-
pany’s businessis all about.

6. Itisstill important to dollar-cost aver-
age. Put the same amount of money—
whatever you can reasonably afford—into
the stock market month after month. His-
tory shows that people who invested stead-
ily and sensibly over the years have done
very well. They practiced dollar-cost aver-
aging, diversified their investments, and
more important, they were not in-and-
outers, but invested for the long haul.

Information provided by Pakola, Steichen &
Company, LLP, Registered | nvestment
Advisors
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