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. _ _Generationto
A%y “lake Over the Asian
Family Enterprise

achieving a successful handover and maintaining
family unity.
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When do you start preparing the Next Generation of leaders ("Next
Gen") to take over the Asian family enterprise?

Ideally the founder of the family enterprise would have developed a
general succession plan by the time the Next Gen have completed
university. However, this does not mean bringing the Next Gen
straight into the family enterprise to work. The family office can help
the founder to develop such a roadmap for his family. Here are six key
steps for the founder to take.

Fi rSt, clarify your vision

“In'many families, there is a communication gap between generations
and often the Next Gen do not know where they fit, or what is
expected of them. Are they expected to come back and work in the
family enterprise, and if so, at what age and what experience do they
need to? What should they be studying at university? One way to

: start to build a bridge between the generations is for the founder to

i - develop their own written vision of how they see the future of the
enterprise and the family. By sharing this vision with their children,
the founder can begin a conversation about the future needs and

“direction of the family and its business.

Second ; identify your family elders

In order for the founder to develop their vision statement they need
someone who they can talk it through with before they are ready to
share it with their family. The ideal person to do this with is a family
elder. Family elders do not need to be a family member, but they
need to be trusted by the family and they need to be wise. They need
to be someone who can help to bridge the communication gap
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In many families, there is a communication gap; often
the next generation does not know where they fit or
what is expected of them.

between the founder and his children. Family
elders are an important part of the family
governance system. If there is a trusted non-
family member who is the chairman of the
family office, that individual might fit the role.

Thlrd, give the Next Gen outside
work experience

When the Next Gen finish university,

don't bring them back to work in the

family enterprise. Let them go and work
somewhere else first for several years. Let
them learn what it means to be an employee
working for someone else. Let them see how
successful they are on their own away from
the family. This strategy may cause some
challenges. They may come back with very
different ideas on how the family enterprise
should be run. However this strategy is

the best investment you can make in their
own personal development and will pay off
over the long run for both the family and

its enterprise. Some family firms have an
employment policy which requires a number
of years of outside work experience before
family members can come and work for the
family.

Four, avoid making your child
the “Son of the Owner”

When the Next Gen do enter the family
enterprise, try to make a clear distinction
between the role of the owner of the
business and the role of an employee or
manager in the business. When the Next Gen
first come back to the family enterprise, they
are not ready to play the role of owner yet. It's
better to bring them into a management role
first, let them report to somebody other than
the founder, and let them work their way up.

L]
Five, develop collaborative skills
If there is going to be a number of different
owners in the future, for example, a group of
siblings or cousins, it is critical for this group,
which may be of different ages, to learn
how to collaborate together. Collaboration
means knowing how to share power. Over
the long run, ownership of the family
enterprise will be more important than the
management role. Many Chinese family
enterprises fail because the owners cannot
make joint decisions together.

SIX, hold yourself accountable

If there is going to be a single successor in
the future, they can follow the same model
of command and control leadership as the
founder generation. If there will be multiple
owners in the next generation, then the
second-generation business leader will

need a new model of leadership and they
will have to hold themselves accountable to
the owners. The founder can help the next
generation to prepare for this new model of
leadership if the founder can build a model
of accountability for how they run the family
company. If the family is making financial
investments through a family office, its CEO
can work together with the founder to help
develop processes for testing the founder's
decision making and making those decisions
transparent.

The family constitution

The family constitution is becoming popular
with Asian families. A constitution or charter
is a written document that explains how the
family will make joint decisions together.

It will also help to clarify the different roles
that are present in the family enterprise. If
there will be a single owner in the future, a

family constitution will not be necessary. If
there will be multiple owners in the future,
the constitution will be a very important tool
to preserve family harmony. When making a
constitution, it is important to keep in mind
that “the process is more important than the
product”. Whether it will be effective or not
depends on how the family implements it.
Ideally, it should be developed by the family,
but the family will usually need to use an
outside consultant to guide them in the
process.

The family office

The purpose of the family office is to help
preserve family wealth for future generations.
It can help with more than just ensuring that
the finandial capital of the family is properly
managed. As a family passes its wealth from
one generation to the next, its affairs become
more and more complex. The family office can
help the family achieve an organized way to deal
with this increasing complexity. It can help the
family develop its own system of governance
or joint family decision-making. This will
include developing the family constitution and
organizing regular, facilitated, family meetings.
It will also include overseeing family education
and development; in particular, focusing on
ownership education. This means teaching the
Next Gen how to be effective owners of the
family wealth. B\
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