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ABSTRACT

In recent years, succession has become a major theme in family business research. Much of

the research effort has concentrated on the managerial dimension of succession, often

subordinating the importance of other major variables such as family relationship dynamics and

the form of business ownership on the succession outcome. Family enterprises are generally

conceptualised as a dynamic, evolving systems in which the actions and interactions taking

place amongst constituent groups determine the system's outputs. This study aimed to

overcome the limitations of examining only one dimension of a system's activities by carrying

out a longitudinal holistic analysis of the evolution of the family enterprise system as it went

through the process of generational transition.

The research for this thesis employed the multiple case study method to investigate the

influence of emotional and developmental factors on the ability of business-owning families to

make progress with the tasks required to complete a generational transition. Three specific

issues were examined: the nature of the task environment facing the family enterprise system

over the duration of the transition period; the approaches used by families to address the tasks

required for them to move through the stages making up the transition process; and the extent

to which emotional and developmental factors prevented or promoted progress being made

with the generational transition.

The results reveal that families face the same sequence of stages in the generational transition

process. However, they differ in their ability to move through these stages, towards closure of

the transition period and the achievement of a succession outcome, Importantly, the degree to

which individuals and families are able to make progress is related to their ability to manage the

anxiety generated during the transition process. Anxiety is created when the structures or

network of interrelationships that hold their family enterprise system intact are evaluated and

may be dismantled and reconstructed differently for the next stage in the system's

development. The study supports the view that anxiety is generated during transition times

when developmental pressures for change build up from changes taking place in the life-cycles
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underway within the family enterprise system. It also supports the view that developmental

pressure (such as a crisis) from the business subsystem alone does not lead to transition task

activity and progress. Progress in response to business sub-system pressure comes about

when the opportunity exists to solve an ongoing adult development problem by implementing a

solution to a transition task problem.

The ability to manage anxiety was found to be related to both the quality of emotional

functioning in the family and the extent to which the adult development agendas of both

generations are in alignment. Favourable alignment brought a developmental opportunity for

the individuals concerned. It allowed them to do the exploratory work required in order to

assess the extent to which the family business could provide part of their life structure for the

next phase of their development. However, in addition to adult development generational

alignment, the study confirmed that the quality of emotional functioning in the family (their ability

to overcome multigenerational patterns of functioning and behaviour) influenced the family's

ability to make progress with ownership transfer and other tasks.

The study concludes that emotional and developmental influences are mediating factors

between the forces for change originating in the family enterprise system and its environment

and the ability of those in the system to respond to the need for change and manage the

transition process. It also found that families significantly underestimate the nature and

complexity of the work involved in the transition process, as well as the timescale and

emotional commitment required to complete the transition.
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GLOSSARY OF TERMS

Anxiety	 The response of an organism to a real or imagined threat.

Business Sub-system The structure containing the business entity.

Corporate GovernanceThe structure to organise, control and direct the business sub-system.

Deep Structure	 The network of interrelations amongst individuals and organising
structures that keeps a system intact and in equilibrium.

Evolutionary change See First Order Change.

Emotional Equilibrium The homeostatic balance of forces influencing a system to change,
modify itself orto stay the same.

Emotional FunctioningThe patterns of behaviour used by systems throughout nature
(individuals, families, organisations) to manage anxiety.

Emotional System

Family

Family Enterprise

Family Enterprise
System

A structure whose functioning is kept in balance by the management
and control of anxiety

An emotional system containing members from at least two
generations.

A business in which the ownership and direction of the business is
controlled by members of one or more families.

The family enterprise conceptualised as a dynamic entity made up of
family, business and ownership sub-systems.

Family Enterprise	 The organising structure that directs and controls the family enterprise
System Governance system and its constituents (Controlling Owner, Sibling Partnership
Archetype	 and Cousin's Consortium).

Family Sub-system The structure containing members of the family who control the
business.

First Order Change A homeostatic adjustment made within the deep structure of a system
to maintain its current equilibrium and current level of functioning.

Generational TransitionThe period in the life-cycle of a family enterprise when the
governance archetype of the system is evaluated and either modified
or changed by means of the transfer of ownership and leadership of
the family enterprise.

Ownership	 The structure containing people who participate in ownership of the
Sub-System	 business.

Revolutionary change See Second Order Change.

Second Order Change Transformation of the deep structure of a system changing the level
and pattern of functioning in a system and creating a different form of
equilibrium.
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System	 An entity which exchanges resources with the environment by
receiving inputs from the environment, processing these inputs
according to its level of functioning and creating outputs given out to
the environment.

Transition	 A period of time in which a system has the opportunity to evaluate the
suitability of its deep structure to exchange resources with the
environment.

Transition Cycle	 The distinct steps in the transition process (trigger, resting phase,
exploration I disengagement, commitment and closure) in which the
deep structure of a system is evaluated and either modified or
changed.

Transition Map	 A broad overview of the stages in the transition process.

Transition Process	 The phases through which a system passes when it evaluates its deep
structure and moves to its next stage of development.
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CHAPTER ONE

INTRODUCTION

EMOTIONAL AND DEVELOPMENTAL INFLUENCES ON
THE MANAGEMENT OF GENERATIONAL TRANSITIONS

BY BUSINESS-OWNING FAMILIES.

1.1 Introduction

This thesis is concerned with business-owning families which are engaged with the process of

generational transition. Transitions of this type involve major, often unprecedented and

significant change in the form of the transfer of ownership and leadership of the business. The

research project is concerned with the relationship between natural emotional I adult

psychosocial development factors that individuals and families face throughout their life-cycle,

and the business-owing family's ability to make progress with and to complete the transition

process.

Emotional and adult psychosocial development factors have each been identified from a

number of independent studies as important components in the process and outcome of

generational transitions (Davis, 1982; Hollander, 1983; Stempler, 1988; HandIer, 1989;

Seymour, 1992 and Lansberg and Astrachan, 1994). However, although these components are

known to affect both the course of generational transitions and the quality of the succession

outcome, they have generally been studied by researchers in isolation, with the implicit linkages

between the two components being inferred rather than clearly identified, defined and tested.

In addition, the route map of the generational transition process itself (the number of stages in

the transition process) has been defined by researchers whose focus was on the transfer of

managerial functions and roles between the generations (Longnecker and Schoen, 1978;

Churchill and Hatten, 1988; and Handler, 1989). These studies omitted to take account of the

structural dimension in indMdual, work group and organisational transitions, in which the

stages of the transition process relate to the breaking up and re-construction of interdependent
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networks of relationships that make up the system's "deep structure". Temporal, emotional and

developmental factors are thought to contribute to triggering the breakdown of the structure in

the old system and to generate the energy required to re-build the infrastructure of the entities

that collectively make the family enterprise system whole again (Gersick, 1991). Conceptually,

there is a gap in knowledge between the ideas relating to the structural imperative and those

relating to the functional (managerial) imperative of the transition process.

The approach of this research project is exploratory. Its aim is to examine the overall context in

which generational transitions take place, with specific reference to the influence of emotional

and adult psychological development factors on the unfolding stages in the transition process. It

aims to bridge these gaps in the family business research by examining, in five cases and

throughout the transition period, the influence of both the emotional dimension and the adult

psychosocial development dimension on the ability of key players to make progress with the

structural and functional tasks that must be completed during the succession transition.

1.2 The management of generational transitions by business-owning families

Succession is not of itself a cause of family business failure: looked
at from a higher level it is the family's inability to manage the complexity
of succession tasks and processes that causes failure... Seen in a
systems framework, succession is a piece of the management work
which requires planning and thought. It is part of the complexity, not
a prime cause for failure. (Hollander, 1983, p.198).

The quotation above is one of the main conclusions from Barbara Hollander's doctoral

research. Hollander used the case study approach and systems theory framework to explore a

family's ability to manage the tasks that emerged from four significant changes that had taken

place in the family and business environments over a period of 32 years. Although her

research was completed sixteen years ago, the conclusions are as valid as ever in the time

since this work was carried out, researchers have reached a broad agreement on the following

points relating to Hollander's conclusion that succession is part of the complexity inherent in
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family enterprise systems. Firstly, researchers agree that "succession" is a process and not an

event, and as such it is not the cause of success or failure in a business enterprise (Hollander

and ElIman, 1982; Ward, 1987; Seymour, 1992; Handler, 1994; and Gersicket.al., 1997).

Secondly, there is agreement that complexity is inherent in family enterprises and derives from

the co-existence and interdependence of numerous sub-systems, each operating with different

regimes in which different assumptions underpin action. The study of the family-business

system as "a whole entity" therefore needs a wide lens approach to incorporate and bring into

focus the factors and conditions that contribute to outcomes, rather than searching for simple

cause and effect relationships (Miller and Rice, 1973; Davis and Stern, 1980; Tagiuri and

Davis, 1982; Lansberg, 1983 and 1988; Whiteside and Brown, 1989; and Lansberg and

Astrachan, 1994).

Finally, researchers have established more recently that the nature and scope of the

management work that relates to the tasks arising when a family and their business go through

the succession process must be recognised, understood and purposively managed. For this to

happen, the existing organisational and governance structures (and the people within them) are

required to undertake change to let go of the old whilst bringing in the new. This relies on there

being effective processes in situ to drive the communication, relationship building and planning

activities which are required to take place in each of the interacting sub-systems. The

processes used in turn must guarantee that these activities are integrated in a synergistic way

and are therefore able to move the whole entity in the direction of its vision or shared dream

(Hershon, 1975; Ward, 1987; Gersick et. al., 1996; Neuberger and Lank, 1998 and Lansberg,

1999). Hollander's conclusion, supported by the widespread agreement of researchers on

these components of the succession issue, is the start-point for this research into the

management of generational transitions by business-owning families.
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1.3 Setting the context for generational transitions: creating the conditions for
change and for progress with the required tasks.

The approach of the study was two-fold: it took a wide lens view of the performance of whole-

family enterprise systems when they were faced with identical tasks and challenges to do with

the process of generational transition (their structural context).

It also used a narrow lens to probe in depth into the emotional and adult psychological

developmental factors that were found to profoundly influence the degree and quality of

progress made by the families with the tasks required to mobilise and take the systems through

their transition journey (its emotional context).

The approach taken when collecting the data was to observe the functioning of whole family

enterprise systems by examining the conditions that affected the ability of their constituent parts

to carry out the activities and shift the system towards its vision or dream for the future çs

situational context). It was evident, therefore, that what was being monitored throughout the

research period was the families' ability to manage the three dimensions of their context for

transition (emotional, structural and situational), and their ability to create conditions in these

dimensions that would favour progress.

1.4 The Research Project

The aim of this research is to broaden the knowledge available on the factors affecting the

ability of business-owning families to manage the tasks associated with shifting their entire

system from the control of a senior generation to the control of one of more offspring in the

junior generation. It uses a systems framework to take account of the complexity involved in

family-business systems, and to guide in-depth research into five case studies. The firms

involved were each carrying out similar types of generational transitions: three firms were

recycling their leadership from one controlling owner (father) to another (son) with the intention

of the son becoming the next controlling owner. The two other firms were transfemng
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ownership and leadership from the current controlling owner (father) to a group of siblings who

would then operate as a sibling partnership.

The detailed objectives of the research are set out in Chapter Four, however their main

emphasis is to identify the tasks to be addressed by individuals in family enterprise systems in

order to complete the transfer of ownership and leadership in generational transitions. Having

identified the common tasks faced by the five case study firms, observations and comparisons

were made about different approaches that were taken by the families to carrying out these

tasks and to making progress with their generational transitions. Specifically, the study was

concerned with the influence of emotional and developmental factors that can lead families and

the individuals within them to make progress or to prevent progress with the tasks required in

these types of generational transitions.

The research took place in firms selected specifically to ensure that their family, business and

ownership subsystems intersected at the same point of transition in life-cycle stages (the

independent variable). The dependent variables of specific interest were the emotional and

adult psychosocial development dimensions creating the conditions at this specific life-stage

intersect. The data were collected over a timescale of 3 - 4 years and collected from in-depth

unstructured interviews, documentary data and questionnaires. This allowed observation, over

time, of the factors that were helping and the factors that were hindering the families' ability to

make progress with the tasks of generational transition.

1.5 Structure of the Thesis

Following this introduction, the thesis starts by reviewing the literatures relevant to this study.

This includes family business, family psychology, human relations, entrepreneurship, and

organisational development and change theory. The relevant theories and ideas have been

selected to reflect the holistic approach taken in the research design and data collection

5



process, and these have been organised to illustrate the context in which generational

transitions take place, and three key dimensions making up this context (emotional, structural

and situational). Chapter Two describes the emotional and structural dimensions of the

transition context, while Chapter Three describes the situational context, and explores the

converging views from different literatures that inform theory about life-cycles and stages in the

transition process. The situational context takes into account the sequence of changes

throughout the life-cycle that are thought to take place in the family, business and ownership

subsystems that make up the family enterprise system. At the micro level of the family

enterprise system, this involves the life-cycle changes taking place within individuals whose

roles and positions in subsystems are changing (how individuals attempt to govern their lives).

At the macro level, it examines the changes taking place in the governance archetype of the

whole family enterprise system (how the whole system controls and directs itself).

Chapter Four sets out the epistemological foundations for the research, the objectives of the

project and the design of the methods used to capture and to analyse data. The results of the

study objectives are presented in Chapters Five, Six, Seven and Eight. Chapter Five contains

written case studies for the three firms who were undertaking Controlling Owner re-cycle

transitions. Chapter Six contains written case studies for the two firms who were undertaking

Controlling Owner to Sibling Partnership transitions. The case studies have been written using

the model of the life-cycle of a business-owning family presented by Gersick et.al., (1997). This

identified four key stages based on individual and family life-cycle theory: the Young Business

Family; offspring Entering The Business; both generations Working Together; and the final

stage, Passing the Baton. Where possible, the written case studies contain the

multigenerational histories of these families. By examining their stories and histories, emotional

functioning patterns come alive and it is possible to track the approaches taken by each family

to managing the anxiety they found when faced with the realities of major emotional, structural

and situational tasks.
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Chapter Seven takes a macro approach and identifies the stages in the transition journey

undertaken by each family enterprise system. Chapter Eight then takes a micro approach and

examines the influence of emotional and adult psychosocial development factors on the

carrying out (or prevention of) of tasks by people in the system in order to get through the

transition process. Chapter Nine concludes the thesis by discussing the findings and presenting

recommendations for future research.

7



CHAPTER TWO

THE CONTEXT FOR GENERATIONAL TRANSITION IN FAMILY ENTERPRISES:
THE EMOTIONAL DIMENSION AND THE STRUCTURAL DIMENSION

2.1 Introduction

Thinking about succession and transitions in terms of the context in which these processes

take place is a different approach and an alternative perspective when compared to those used

by the majority of researchers to explain the phenomenon of the family firm undertaking

generational transition. Lansberg (1992) pointed out the importance of the contextual

perspective:

Understanding the conditions which facilitate and I or hinder the ability of families to co-
operate in the service of carrying out an important piece of work, such as managing a
business, can surely be furthered through the study of family business. I can think of no
better natural laboratory than family businesses to examine the complex and
transcendental issues (ibid., p.10).

Even though the family enterprise may be a natural learning laboratory for researchers,

attempts to study the context in which generational transitions take place and the degree to

which families are able to co-operate toward their common vision and dream is not

straightforward from epistemological and methodological standpoints. In order to observe the

context of the system as an entity, a holistic approach is required to examine the complex

network of tasks being undertaken. This would need to take place over a period of years in

order to capture the changes taking place in the roles people assume and the structures they

inhabit within a complex unit and its interdependent sub-units. A deterministic approach would

require the containment and control of very many variables, and means that the subtleties of

intra-system interrelations are likely to be lost in the data collection process. An inductive

approach would have to take account of many events and phenomena associated within the

changes taking place in a whole system over time, and is likely to generate more data than any

system of analysis would be able to handle. However, to explore the context of generational

transition, some rapprochement between ideologies is needed to ensure that the value of the

holistic approach can be realised.
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The context (or the conditions under which a family enterprise undertakes the process

generational transition), is a vast one because the tasks that each of the constituents in a family

enterprise system are required to undertake are many and varied and they are conditionally

interrelated. This means that a decision in one domain, such as how the future ownership of the

business will be structured has an impact in the business domain regarding how the leadership

of the business will be structured. These options about ownership and leadership affect and are

affected by the strategic intention of the firm, which in turn affects its capital base and the risk

profile of the business. In the family domain, junior generation individuals are affected by the

potential career prospects on offer and have to decide whether the family business, and these

ownership and leadership structures likely to deliver the aspirations they hold for a satisfactory

life, especially the investment of career and inheritance interests. For senior generation

individuals, the effort needed to compile a set of workable plans incorporating an estate plan,

strategic plan and succession plan amounts to planning a future in which they will not be

present. This is likely to generate emotional ambivalence about the whole process. The

prospects of giving up some or all of their way of life is like giving up part of their identity

(Sonnenfeld, 1988), and their willingness to engage with the practical, emotional and financial

arrangements may ebb and flow depending on how they mentally approach the reality of

moving into late adulthood igure 2.1).

This chapter and Chapter Two examine the context of generational transitions in family

enterprises. This chapter deals with the emotional dimension of the transition as well as the

structural dimension in the family enterprises system. Chapter Two explores the situational

context in which changes to the family, ownership and business take place, leading to change

in the organisation or governance of the family enterprise system.

2.2 A Framework for The Research Project

In this research, a method for analysing the context for transition task activity is studied

involving a holistic (whole-system) approach to the analysis of a specific period in the

transitionary process of family enterprises. It is hoped that the method, concepts and the

knowledge generated from this study can be tested in a broader research framework using
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Figure 2.1 The Interrelation of Succession Tasks.

other methods. The value of examining the context for transition using this approach is that it

should validate and build on other research into aspects of transition task management that

have been cariled out, and will provide a method for both the wide lens and narrow lens

longitudinal examination of the transition phenomenon.

The literature relating to generational transitions is divided into the three key dimensions that

make up the context for transition. Setting out the literature in this way helps with the creation of

a descriptive framework for the context of generational transitions, and for carrying out holistic,

inductive, multi-level research on this phenomenon. The three dimensions are:

. The emotional dimension: any deviation from patterns or norms that have been workable

for families and the individuals within them throughout their time together is known to raise

the level of anxiety experienced by those affected by the changes. Generational transitions

bring with them the requirement that the people involved should cope with fundamental and

complex changes to their roles, to their places in the structure and to the way in which the
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system organises itself to exchange resources with the environment. The emotional

dimension examines the ability of people within the system, and of the system itself to cope

with and to manage the anxiety generated by these changes.

. The structural dimension: this involves the construction or design of the whole system

containing its sub-systems and the constituent groups within the system. In times of

transition, people change their positions in the structure thereby changing their roles in the

system. At the level of the whole family enterprise system, the system may change its

archetypal governing structure. Like the pressing of a master switch, this sets off the re-

design of many other systems, structures and relationship processes.

The situational dimension: this examines the life-cycle stage that the system and its

components were moving away from, and the next stage that the system and its components

were moving towards. Generational transitions are made up of coincidental and intersecting

parallel life-cycle transitions taking place in the family, business and ownership subsystems. All

the sub-systems have to re-design how they exchange resources with others and with the

environment. This includes:

a) the personal transitions in terms of adult psychological developmental that all the individuals

in the sub-systems are undergoing as they make the transition from one developmental stage

to the next throughout the course of their lives;

b) the business subsystem transition: it has to adjust how it organises itself and its resources

(its form of governance) so that it can continue to make exchanges with the outside world as

the business environment changes;

c) the whole family enterprise system changing from one form of governance archetype to

another when it goes through evolutionary generational transitions.

During times of transition, the structures and processes by which the whole system is governed

have to be re-examined to assess their suitability for the future. Since the world has moved on

from the time these structures were put in place, though they seemed suitable and feasible for

the prevailing conditions of that time, these structures most often need to be dismantled and re-

constructed to give the next generation the best chance of success. The situational dimension
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examines the challenges and tasks associated with the system learning to deal with the

coincidental multiple life-cycle transitions taking place in the subsystems.

In the past, periodic reviews of the family business research literature have divided the

contributions made into streams or areas of focus rather than into the key dimensions of

context for family business transitions. In the first review of the development of thinking about

the family firm, Hollander and Elman (1988) identified four areas of focus and set out the

contributions and limitations of each. The four areas were: the rational approach (seeking to

excise the family), the approach focusing on the founder (emphasising male rugged

individualism), the phases and stages of growth approach (exploring the interaction of

entrepreneurial, family and business life-styles) and the systems approach (bringing together

open systems theory with family systems theory). These approaches were not regarded as

mutually exclusive: the first three are seen as micro approaches and the systems approach

seen as a macro model that has echoes of the first three. Hollander and Elman identified the

threads shared by all these approaches as interactivity and interdependence, and the

continuous interrelationship of family processes and business processes. They suggested that

these notions led those who are trying to explain the family firm into accepting and adopting

systems constructs (p.162). Although they questioned in 1988 whether in a newly emerging

field of enquiry it may be premature to adopt these constructs, Lansberg (1992) discounted this

by pointing out that the field of family business incorporated the bodies of knowledge from

organisation, management and family theory and that these bodies shared a number of

common ancestors in the form of systems theory and cybernetics. In his view, this presented

an opportunity to develop new concepts about human behaviour and made new insights

possible into authority relations, gender relations and the interplay between socio-economic

processes and task behaviour (Lansberg, 1992, p8).

The second major review of the literature was cariled out by Handler in 1994 specifically on the

topic of succession, which was by then regarded as the most prolific topic of researth since the

emergence of the field (Gersick, 1994, p105.). As with the earlier reviewers, Handler also

organised the articles into streams representing major angles of focus on the topic. These
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were: succession as a process (with specific stages and phases for which charactenstic

problems can be identified), the role of the founder (with psychodynamic theory advanced to

explain resistance to the adjustment required for retirement and change), the next generation's

perspective (with the emphasis on the successor's experience of succession, sibling and family

relations and career planning), and multiple levels of analysis (examining the

interconnectedness of related subsystems and systemic behaviour of stakeholders). This

review compiles the relevant research articles in a different way and establishes three key

dimensions of the context (emotional, structural and situational) against which a family

undertakes a generational transition in its business enterprise. A descriptive framework for this

approach is shown in Figure 2.2 below.

Emotional Context:
•	 Family structure
•	 Family functioning
•	 Relationship

patterns & dynamics
Structural Context:
•	 Structure in the

family subsystem
•	 Structure in the

business
subsystem

• ownership
subsystem
(corporate
governance
structure)

Key:
Stable family enterprise
system in equilibrium, (CO, SP or
CC)

Subsystems in family enterprise
system: family, business and
ownership.

iging Life cycle stages for:
Individuals: adult development
Family: multigenerational family
life cycles
Business life cycle & corporate
governance structure
Ownership stage
Whole family enterprise system
governance archetype

Family enterprise system deep
structure misaligned with
environment: creates context for
generational transition

Family enterprise system in
transition.

Figure 2.2	 Framework for The Context of Generational Transition in Family
Enterprises
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2.3 The Emotional Context: Family Systems Theory

When a family is faced with circumstances that requires a change to the usual approach they

take to problem solving or communicating, family members become anxious about what may

happen to the integrity of their family unit. Generational transitions lead to anxiety being

generated by the people who are faced with the challenge of coping with changes to their roles

in the family, business and ownership subsystems, and in particular, to a change in their place

in the family hierarchy. The family unit has to re-structure itself to ensure it can continue to

exchange resources with the environment. Restructuring may require minor adjustments to the

normal functioning of a family unit (first order or evolutionary change) or it may require the

formation of new patterns of functioning (second order, or revolutionary change) (Burr, 1991,

p.446). The emotional dimension of generational transitions requires people within the system,

and the system itself, to cope with and to manage the anxiety generated by these changes.

Walsh (1993, 1994) concludes that unormaI relationships are those which appear to be

workable for families, leading to acceptable levels of functioning and to satisfactory task

management. The functioning (or dysfunction) of families when dealing with the changing

requirements of their members over time has been reported in the psychology literature for

many years. In the 1950s, when cybernetics and systems thinking were being applied outside

the domains of physics and mechanics, psychologists and physicians first began to observe

systemic behaviour in families.

One of the originators of the application of systems theory to theoretical and practical aspects

of family therapy was Dr. Murray Bowen (1913-1990). Dr. Bowen trained and worked as a

psychiatrist at the Menninger Clinic in Topeka, Kansas then moved on to carry out research on

families with a schizophrenic member at the National Institute of Mental Health in Maryland.

He then continued his research and practice at eorgetown University, Washington, D.C.

where he became Clinical Professor of Psychiatry and Director of the Georgetown University

Family Center. Dr. Bowen's major contribution was his belief that a science of human behaviour

could be developed emphasising the similarities of human behaviour with other species, rather

than the differences. By conceptualising the family as a system functioning as an emotional
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unit, Bowen Family Systems Theory made two radical departures from conventional theory and

practice in family therapy. The first departure took the emphasis off the symptomatic person by

suggesting that the emotional functioning of every family member plays a part in the occurrence

of medical, psychiatnc, or social illness in one family member. The second departure held that

treatment need not be directed at the symptomatic person, opening the door for alternative

approaches to helping people who may refuse therapy. This different approach to theory and

therapy brought new hope for apparently unchangeable situations, and allowed new insights

into the emotional basis for change processes taking place on many levels: within individuals,

families, organisations and societies (Kerr, in Gilbert, 1992, p.viii).

The key concepts of Bowen family systems theory derive from Bowen's observations of families

along a spectrum from very impaired, normal (average) to optimal. Beyond human functioning,

the concepts have been applied broadly to other species, to systems and tissues as well as to

the functioning of groups, organisations of many forms and to societies (Section 2.4.2.1 below).

Bowen (Kerr and Bowen, 1988) and Minuchin (1974) reported the tendency for families to

function homeostatically, that is, the level of function / dysfunction in families ensured an

emotional equilibrium from which the norms of a family's behaviour were derived. They also

noticed that change was handled better in some families who, in order to get through their

difficulties, were able to make a significant departure from previous relationship patterns

(second order change) to emerge as more competent, or fitter: their way of managing achieved

"the difference that makes a difference" noted by de Schazer (1984).

In order to understand this, Bowen postulated a range of concepts for evaluating family

functioning known collectively as Bowen Family Systems Theory (Kerr and Bowen, 1988).

However, the concept of "differentiation of self represents the key tenet of the theory.

Relatively well differentiated individuals are able to separate out what they instinctively feel

from what they consciously think about an issue and then how they will act to defend or assert

their position consistently in a given situation. This is difficult to achieve when such an act may

be counter to the family of origin's values or functioning patters. It is also hard for an individual

to sustain a differentiated move if he or she may fear that the family could react to their move
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by doing or saying things that could lead to being distanced or cut off. When attempting to

change one's functioning position in the family, homeostatic pressure to get the individual to

"change back" will be exerted so that the anxiety felt by family members about the change can

be reduced and the system can get back to its normal functioning pattern. "Undifferentiation" is

evident in families who are described as "enmeshed" (or "fused") and "disengaged". Family

members in enmeshed families tend to occupy each other's emotional lives, whilst members of

distant or disengaged families maintain a significant emotional distance from each other. Both

of these types are "normal" to the extent that they also allow family members to function in a

way that allows them to remain connected to each other, yet free enough to maintain their own

personal boundaries and to have the autonomy they need to think, feel and act (Guerin, et.al.,

1996).

Bowen describes this in terms of functional attachment to family members through closeness

and distance. Closeness can mean being loved and cared for in a close relationship; distance

can mean relief, freedom and respect. In an extremely undifferentiated family, closeness can

lead to family members having emotional difficulties through feeling suffocated, crowded-in,

controlled or trapped, and distance can lead to difficulties from feeling isolated, alone and

uncared for.

Relatively undifferentiated family members in either circumstance are likely to work around first

order change only, attempting only minor adjustments. For them, it is emotionally less risky to

remain stuck in patterns which keep everyone connected in some way which is acceptable (or

"normal") for them. This may come at the price of individuals being or feeling disempowered.

Relatively better differentiated individuals and families are able to express their views, to listen

and to be heard; they are able to work their way through challenges and crises, however

difficult, because each member is clear about their own role in the process and can see how

they contribute to the outcome.

Change of the second order is more likely to be successful in relatively better differentiated

families. The level of differentiation in a given family is, according to Bowen, related to the level
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of differentiation from previous generations, explaining why some families cope with change

more effectively than others. However, the potential for improvement in one's level of

differentiation exists to the extent that individuals are able to work on improving their own

functioning and a marker for this is whether the new "self" is tested out in their families - a risky

endeavour for most people in family enterprises who depend on the family's business for their

livelihood. Because of the systemic nature of families and family functioning, a small, but

sustained improvement in one member's functioning causes an increase in the overall level of

the family's functioning because others in the system have to react to the change in order to get

the system back in balance.

In this research, important variables to observe included the relative levels of differentiation and

the quality of functioning in the families as each family-business system underwent the

significant degree of change involved in succession transitions. One of the dimensions of

functioning of particular interest was the anxious activity by individuals around emotional

triangling. Hollander (1983) and Brown (1991) noted the tendency for the anxiety generated by

those in the business to escalate at transition times when there were very high stakes involved

for all in the family subsystem. Continuous interlocking multigenerational triangles were evident

and hooked people into set patterns of behaviour.

Bowen's theory of family functioning aimed to explain the observed variability in human

functioning using more scientifically derived constructs than other methods of psychiatry of the

day, which has relied on subjective interpretation. Bowen regarded variability in family

functioning to be a product of the degree of anxiety (defined as the organism's response to real

or imagined threat (Gilbert, 1992 p180)), and the degree of differentiation in individuals and

their family of origin. Relationship systems, such as those found in families, are naturally

exposed to anxiety-generating stressors (such as adult development tasks) as the individuals

and families in them go through their lives. They are also exposed to external stressors such as

economic and political forces affecting one's ability to find and keep meaningful work and to be

valued in the community and in society. The extent of the reaction to anxiety brought about by

stressors on family members is related to the degree of differentiation of self and of the family
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as a unit. When sufficient anxiety is present in a family, it can be "bound" in the family system

and expressed as dysfunction or problems in a spouse or child, or in marital conflict. Under

these circumstances, asymptomatic family members can function relatively well around the

problem using a variety of mechanisms by which the dysfunction and their own better

functioning are maintained in homeostatic balance. The source of the dysfunction or problems

is to be found in any or all of the key concepts of Bowen family systems theory: individuality

and togetherness, differentiation of self, triangles, nuclear family emotional process,

multigenerational transmission process, emotional cut off, sibling position, and societal

emotional process. These are described below.

It is useful before reading these to think of the human family as an emotional "field" (Kerr and

Bowen, 1988, p.54) in which individuals equally contribute and respond to stimuli, taking

reciprocal functional positions (what one does affects and is affected by another). An eldest

sibling in a sibling partnership business may feel responsible for younger siblings who in turn

behave so as to require protection. An overfunctioning person, who derives strength from the

dependency of others in the family on him, is balanced by an underfunctioning person, who

lacks confidence and feels capable of carrying out only minor tasks. In a business family, an

overfunctioning founder may retard the leadership development of the underfunctioning

successors-in-waiting by failing to create additional leadership responsibilities and

accountability or other opportunities for their personal growth. They, in turn, do not feel able to

take power perceiving that none is on offer.

Another facet when thinking about families as relationship systems rather than in terms of

cause-and-effect involves looking for "functional facts". Rather than generate speculation or

theories about motives ("why" people do things) a systems approach requires conceptualising

individuals' emotional I behavioural stances as being a reflection of their function within the

system and in the process that keeps the system in balance. Under these circumstances, "why"

is best described as the result of people's functioning position (Kerr and Bowen, 1988, p.142).

Why an unhappy business owner's wife does not complain to her distant husband reflects her

role as underfunctioning spouse and allows her to focus on her own social interests.
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Individuality and Togetherness: the family system is a product of its individuals' abilities to

manage their needs for individuality, that is, to be their own person and function independently

of the wants of others, and their needs for togetherness, that is, to fulfil their social needs for

intimacy and belonging. Observations made by Bowen and others about family emotional

systems are consistent with the existence of these two opposing forces and with families

operating as if they were governed by these forces. When anxiety is high, a person may adapt

in order to relieve the anxiety and keep the system stable by giving up or subordinating some of

their "self and therefore depending for their peace of mind on how another responds. In

business families, the decision by a young family member to join the family business may be

influenced by the long held and subtly expressed expectations of the parents, and may lead to

the giving up of "self, by gMng-in to the togetherness forces of attachment.

Differentiation of Self Individuals vary in their ability to adapt - that is, to cope with the demands

of life (the anxiety it generates) and to reach their goals (Gilbert, 1992, p.18). Part of one's level

of differentiation is determined by the amount of "basic self (the solid part of self that is non-

negotiable) and the other part determined by "pseudo self (the fluid part of self by which

strength is traded or gained as a result of association with others).

A relatively well differentiated self can achieve a degree of separation of instinctive feelings

from thoughts and from their emotional basis for action. In the family business context, a poorly

differentiated person may fee! compromised by a reward system which pays all the siblings

equally irrespective of ability or contribution, may think it is unfair but acts from an emotional

stance of non-committal for fear or upsetting family harmony. Under the same circumstances, a

better differentiated person feels compromised, thinks about his or her view on the matter and

if they consider it is unfair, thinks through options to change things and the likely

consequences, and acts in an emotional stance which is congruent with their thoughts and

feelings by presenting their views and thought processes to relevant others. The differentiated

self is willing and prepared (in many senses of the word) to rock the family equilibrium in a bid

for second order change to change things for the better. Thus, differentiation is not rebellion

19



(which is a demonstration of undifferentiation). Differentiation in Bowen theory is not related to

personal power, social status, education, hierarchy or other such factors; it is a product of an

individuals' ability to understand the processes taking place around them and to think through

situations rather than be reactive to them (Kerr & Bowen, 1988). As described above, families

whose individuals lack differentiation (who react collectively) function at one end of the

differentiation scale where their selves have become "fused" or "enmeshed"; at the opposite

end of the scale, there is "disengagement" where individuality is extreme and individuals can

feel emotionally isolated. Care has to be taken to respect that in certain cultures, close family

involvement and interdependence in decision-making processes about what is best for the

family are the norm.

Triangles: No person exists in isolation. When an individual relates with a second person, it

stirs up the individuality : togetherness forces. These settle out for the twosome at a level which

is consistent with the amount of anxiety and their relative levels of differentiation. If things are

calm, and they are reasonably well differentiated they can enjoy each other's company and

retain some sense of autonomy without feeling too "crowded" or being kept by the other at a

distance. However, a twosome is inherently unstable because ambient anxiety levels fluctuate

consistently depending on what is happening in the environment. The ability to cope with

further stress-inducing anxiety (determined by their levels of differentiation) will at some stage

be less than that required to for the twosome to keep the anxiety contained amongst

themselves. When this happens, the system acts in a way to reduce the experienced anxiety

by spreading it further afield, typically seen as the "triangling-in" of a third party or object by one

of the twosome. When this happens, a very predictable set of dynamics are set in motion:

whilst one of the twosome senses relief at the perceived sharing of the anxiety, the third party

has in fact taken on this anxiety: it never goes away. The other party in the original twosome

may then feel like an outsider. If the anxiety is sufficiently high, the third party may in turn

triangle-in another person to relieve the worry and create interlocking triangles. Figure 2.3

shows the types of emotional triangles people may activate to decrease their anxiety.
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Figure 2.3 Typical Emotional Triangles: Adapted from Brown (1997)

Triangles are the smallest stable unit of human relationships; they are the most visibly

observable of Bowen's concepts seen generically from the level of societies, nations, species

and individual families. Their existence and their pervasiveness in family businesses has been

documented extensively (Hollander, 1983; Brown, 1991; Papero 1996). They function to bind

escalating anxiety and to relieve the tension between two of the threesome. To relieve one's

own anxiety, the third person brought in to relive the anxiety in a twosome in turn seeks

togetherness with another, perpetuating the triangle. 'Outsiders' can take the form of objects,

pets, the firm, fantasies or hobbies and activities. Triangles are generic and persist across

generations (Kerr and Bowen, 1988). Table 2.1 below details what happens within triangles

under conditions of low, moderate or high anxiety.

Nuclear Family Emotional Process: The three key patterns of emotional functioning in a nuclear

family are all the product of undifferentiation in family members. No one has been known to
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Table 2.1 The Impact of Anxiety on Triangles (Kerr and Bowen, 1988)

LOW	 MODERATE	 HIGH

2 comfortable insiders	 Insiders' comfort eroded	 Outside position desired

Outsider less comfortable	 Insiders reactive to each other	 Insiders seek escape fron
overly intense triangle

Outsiders look for entry I	 Seek harmony via togetherness Insiders recruit someone
invitation to form togethernes' with outsider	 or thing to take up the
with insider	 tension

All make predictable moves 	 I is uncomfortable or in conflict Insiders may withdraw
and the other 2 are fairly 	 create distance, cut-off,
comfortable	 (eg depression).

Calm emotional field 	 Anxiety is usually contained in I Once anxiety subsides,
relationship at the expense of 	 the previous insider -
another	 outsider relationship

ensues,

achieve "differentiation" because such a feat would be naturally countered by reciprocal

togetherness forces and by the anxiety generated by life tasks and other stressors. Everyone,

therefore functions with a certain level of undifferentiation; however, it is the interaction of this

with the amount of chronic or heightened anxiety that leads to impairment of the functioning of

indMduals in families.

Bowen describes three predictable patterns that these consequences can take. The first is

illness or impaired functioning in a spouse; the second is marital conflict and the third is

impairment of one or more children. They may typically show up as symptoms, but may or may

not require medical or counselling assistance. Under conditions of high anxiety and in less

differentiated families, they show up classically as physical illness ("medical disorder),

emotional illness ("psychiatric disorder") or social illness ("criminal disorder") (Bowen and Kerr,

1988, p.163). Bowen theory posits that all disorders or clinical dysfunctions are linked to the

same basic patterns of emotional functioning in the nuclear family: the same patterns lead to

physical, emotional or social illness.

22



These patterns affect an individual's ability to adapt successfully to factors causing illness. If a

parent functions less well (physically, emotionally or socially), they absorb all the anxiety

generated by the undifferentiated functioning of every other family member disproportionately.

To the extent that this impairs the functioning of a family member, it protects other family

members from dysfunction. In a business family, a distanced spouse who feels she has 'lost'

her husband to the business may be susceptible to symptoms if she has no other source of

connection or satisfaction in her life. Or, a protected, cosseted child who fails to make his way

in the family business may develop physical, social or emotional symptoms if he has no

opportunity for personal fulfillment outwith the family firm.

In the context of factors affecting progress with succession tasks in business families, the

existence and timing of marital tensions, symptoms or illnesses, worry and incongruent

behaviour will be evidence of the relative abilities of business families to adapt to the

heightened anxiety which is a natural feature at times of muttiple, coincidental transitions.

Bowen theory assumes that 'adaptation' to anxiety is a product of the families' level of

differentiation.

Multigenerafional Emotional Process

.ln contrast to the assumption of a random and unpredictable process or to the
assumption of a process linked only to genetic transmission, family systems theory
assumes that individual differences in functioning and multigenerational trends in
functioning reflect an orderly and predictable relationship process that connects the
functioning of family members across generations...called the multigenerational
transmission process ...anchored in the emotional system and includes emotions,
feelings, and subjectively determined attitudes, values and beliefs that are transmitted
from one generations to the next. This transmission is assumed to occur primarily
through the womb. (ibid. p224).

The multigenerational transmission process in families begins with the levels of differentiation

of parents. Individuals select mates with the same level of differentiation (ibid. p225) and their

offspring are subject to the emotional atmosphere (the patterns, reactivity, triangles) created by

the parents. People who have emotional and relationship difficutties in life tend to blame

parents and/or others for their problems. This is regarded as a manifestation of their own

undifferentiation. In business families, an embittered family member who is unable to accept a
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view that he or she was not forced into the business, and is adamant that there were no other

choices, would be an example of such an undifferentiated person. A relatively better

differentiated person may offer a wry grin and say there really wasn't a choice, where the

implicit subtext is that succumbing to subtle parental pressure suited their needs for a job at

that time and there is no illusion about other choices.

Emotional Cut Off: Patterns are predicted to repeat across generations by means of the

multigenerational transmission process. n many families, to 'avoid' dealing directly with

relatives, often a family member will either cut themselves off or be cut off from their family of

origin. This is a pattern of avoidance which can be seen to be repeated by means of

multigenerational interlocking triangles. If one family branch in a siblings family business is cut

off' by a second branch, and the cousins in the cut off-branch do not receive jobs and I or

shares, the extent to which the cousins in each branch will re-enact the cutoff during their lives

will be determined by their ability to make contact and stay neutral when in contact. This is not

easy to do when other relatives have taken sides.

Cut off in Bowen family systems theory is described as an effort by family members to create

distance between themselves in order to reduce the anxiety between them. It can take the form

of a family being split along asides" in a divorce, to the point where no one speaks to the other

side or has any contact sometimes for years or generations. Although their communications are

cut off, in fact both sides are investing as much emotional energy in being cut off as they are in

remaining attached. Cut off can be physical (lMng in different regions or countries), social

(avoidance or dropping out of society) or emotional (a distance posture). An indicator of

undifferentiation, cut off shows up as the inability of a person or family to sustain clear, direct

contact with other persons. Family businesses can provide the milieu in which cut off can be

brought about (if "favoured" family members do better) and sustained (family branches can use

distancing tactics such as geographical expansion to inhibit contact). The "reasons" for cut-off

are rarely the stimulus. Money, divorce, perceived inequity can mobilise a cut off but the cause

is the inability to adapt to the anxiety generated by a given situation, and the undifferentiated

response to relieve the anxiety by creating distance to avoid communication.
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Sibling Position: Much has been written on the topic of sibling position (birth order) and

personality. The perplexing question of interest when considering generational transitions in

business families is whether there is a relationship between sibling birth order, personality and

family functioning. Personality variables such as leadership, rebellion, conformity and

conservatism are all factors of interest in the context of siblings who share ownership of a

business and who work together for most of their lives. If sibling position is a determinant of

personality and family functioning, then its effects would be important when observing families

in the process of dealing with their succession tasks over time.

At the time of Toman's (1961) initial research into sibling position, Bowen had set out the

principles of family system theory and quickly incorporated sibling position into its key tenets in

the early I 960s. However, family systems theory adds the variable of differentiation and

functional position in family systems to Toman's characteristics. Sibling birth order theory states

that eldests take leadership positions and to accept responsibility and youngests to prefer not

to lead, and to rebel against authority; however eldests who lack maturity or who are poorly

differentiated may have "functional eldest" younger siblings, who may not be a strong leader

but can bring other qualities to the same effect (Kerr and Bowen, 1988, p.316). Further, Bowen

relates aspects of functioning to the sibling position of parents and their parents. If two

youngests marry and are themselves the products of parents who were youngests, it is likely

that they will have difficulties about leadership and decision making because they have no

experience of taking a lead role in their sibling contexts. Toman (1993, p263) concluded that

the effects of sibling positions upon personality are weak and ambiguous if a single

characteristic of family constellation is explored, such as "an eldest sister of brothers" or "a

victim of early loss of father". Based on only one variable, sibling birth order position is

expected to explain only I O%-20% of the variance of a person's long term social behaviour.

Toman argues however that if two or more family constellation characteristics are combined,

(for example if a youngest sister of brothers has a mother who is a youngest sister of brothers)

then this explanation may rise to 50% of the variance and sometimes higher (Toman, 1993

p264). Toman's empirical work was based on 407 cases of families in psychiatric contexts
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studied between 1951-61; further empincal work involved over 3,000 cases in various

European countries (Toman et.aI., 1961). Clearly, sibling position theory informs on the

strategies and tactics to be expected by present generation siblings and allows some insight in

to the multi-generational influence of family constellation on observed behaviour.

More recently, Sulloway (1996) carried out an exhaustive enquiry into the impact of sibling birth

order and family dynamics on personality and creativity confirming this relationship. In

Sulloway's work, firstborns were conforming, they identified with their parents, and were

conscientious, anxious, jealous and extrovert. Laterborns, however, were supportive of

revolutions and more likely to be the innovators. Sulloway concludes that in order to survive in

the Darwinian sense, siblings develop strategies to pursue a family niche. Eldests tended to

deploy dominance strategies and coercive tactics and the youngests to deploy strategies of co-

operation with creative tactics. Toman's work, which qualitatively explored individuals and their

families, provides the breadth where Sulloway provides the depth on a few key personality

dimensions.

Societal Emotional Process Bowen theory is generically applied to societies, nations and to

organisations of all kinds. Triangles interlock between families, the agencies who advise them

and the legal system. In firms, cut offs can be seen between departments as a consequence of

endemic rivalry for budget resources, Individuals within work systems have difficulty dealing

with the anxiety generated by escalating workloads and so workplace counsellors are

becoming a common third part of a triangle to relieve anxiety and facilitate adaptation to it,

rather than prevent it.

Societal process refers to the alternation of regression and progression in society which is

reflected in individuals, families and the groups in which they organise themselves. Progression

is assumed to occur during periods of lower anxiety; regression can be triggered by

overpopulation, pollution and threats to safety. Regression is activated and sustained by

triangles which in extreme situations lead to polansed factions each processing information

reactively at the emotional level rather than at the intellectual level. Leadership, through
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differentiation of self (counterbalanced by the opposing togetherness force to prevent

dictatorship) is theonsed as a means of progressing society. The absence of differentiation or

lack of leadership shown by lax application of principles leads to regression in societies

(Gilbert, 1992 p166).

Bowen theory is regarded as central to this research project, and has been widely applied in

the field of family business research. The key tenets of Boweri Family Systems theory provide a

powerful lens through which to observe and explain family functioning, though it overlaps with

other approaches and concepts used in different schools of family systems theory. And while

the key concept of differentiation of self implies a Westemised view of assertive behaviour, it is

not at odds with other key concepts widely accepted and applied in family theory about family

structure and hierarchy, the management of subsystem boundaries, individuation, separation

and personal autonomy. Nevertheless, what distinguishes Bowen theory from other schools in

family theory and family therapy is the effort by researchers from other disciplines to test the

theory in other functioning systems of greater and lesser complexity throughout the natural and

social sciences, and the consistency of the findings reported thus far. It also sits comfortably

with Darwinian evolution theory (gradualism), although it is not known whether the concept of

punctuated equilibrium in revolutionary change has been tested in Bowen theory. It is also

distinguished by the importance attached to the concept of multigenerational transmission of

nuclear family emotional process, which is of particular interest since families in business may

transfer their business to succeeding generations.

2.4 Structural Context

"Structure" here refers to the rules and patterns determining the way in which the family

enterprise systems and their constituent sub-systems organise themselves to exchange

resources (emotional and economic) with the environment. The systems approach to explaining

the family enterprise shows that there are a limited number of defined and explicit places and

associated roles for people to occupy within the whole system. The position(s) occupied by

people, and the role(s) they carry out determines the circumstances in which they find

themselves in the family enterprise system at any point in their lives.
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This section examines the application of systems theory to family enterprises. The architecture

of the whole entity of the family enterprise system is described first to show in generic terms the

overall construction of any family enterprise: the system itself is a structure operating under a

governance archetype and containing an infrastructure of subsystems. Then, the internal

structure of each of the three sub-systems (family, business and ownership) is described to

show the differences that each sub-system contains in terms of its governance of

organisational form and function. These differences mean that each sub-system relates to the

environment in order to exchange resources with it in different ways. These inherent

differences lead to "structural conflict" (Lansberg, 1999,p.47) at any given time because people

find themselves in circumstances in which their needs are different from those of their relatives

and co-workers or co-owners.

This is a cornerstone of the context for generational transition in family enterprises because it

means that structural conflict, which is endemic in the system, will be heightened at times when

people move across the boundaries of subsystems and change their roles and positions in the

system. Systems are thought to exist because the whole is greater than the sum of the parts.

This being so, then the family enterprise system has to find a way to overcome the ever-

present challenges that arise from there being multiple, overlapping sub-structures competing

for resources being made available within the system. This is especially the case when the

whole system itself is engaged in competing for resources from the business environment to

sustain its own survival and growth.

The family enterprise system also faces the additional burden of overcoming these challenges

when all of its subsystems are themselves in transition from one form of structure and

organisation to another, as is the norm during generational transitions.

2.4.1 The Theory of Functioning in Systems

The structural context of a generational transition involves conceptualising the whole entity of

the family enterprise as a living, dynamic system containing interrelated subsystems. Writers
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who produced the seminal work on systems theory proposed that the elements making up the

system interact and form a whole, that there is a hierarchy in the system and that the system is

open to stimuli from the external environment and interacts with the environment to exchange

resources with it. Von Bertalanify (1968) thought that the concepts from general systems theory

could be extended to the sciences involved in the study of human behaviour and human social

organisation. His view was that man could be viewed as an "active personality system" in which

individuals were creators of their own cognitive worlds rather than passive recipients of external

stimuli. Wieners theory of cybernetic behaviour in systems was based on there being

organising principles and mechanisms that regulated relationships between the component

parts of systems; these principles were homeostasis (the maintenance of an equilibrium or pre-

determined steady state) and self-regulation through communications of information between

systems components and their environments (Caskie, 1994, p.9).

The scientific study of families expanded upon these emerging systems theories around the

1950s. Minuchin (1974) Bowen (1978) Bateson (1972) and Watzlawick (1967) worked towards

their own views of family functioning in a systems framework. Theories were developed about

the principles at work and styles of intervention possible when the family was conceptualised as

a dynamic, fluid entity capable of processing information from its environment, and able to

stabilise itself and maintain its own equilibrium under varying conditions (homeostasis). This led

family research away from psychoanalysis, (which had been based on subjective

interpretation), and towards the more 'scientific' study of function and dysfunction in systems

such as families, groups, organisations and societies.

Although there are similarities between general systems and cybernetic theory, some family

theorists have questioned whether extrapolating these concepts to biological and social

sciences is too idealistic (Keely, 1980, in Hollander and Elman, 1988, p161). Bowen family

systems theory recognised this (Bowen, 1978; Kerr and Bowen, 1988) and had found that a

more encompassing view was needed when thinking about systems, one that could incorporate

views from natural systems thinking (Darwin, 1859) into the model of family systems by

conceiving of humans as merely one species in the evoMng part of all life. Nature, was
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therefore the "whole entity". The family, in common with other natural systems such as

organisms and assemblages of cells, is made up of a relationship system that is governed by:

"a combination of emotional and relationship systems. The term "emotional" refers to
the forces that motivate the system and "relationship" to the ways it is expressed"
(Bowen, 1978, p158).

Caskie refers to the emotional system as an

instinctive guidance system to guarantee individual and group survival. While the
human's guidance system is more complex than those in other forms of life, it is in
essential ways the same. The human, through the evolution of the cerebral cortex, has
also developed a complex intellectual system that functions differently from the
emotional system and that represents the most significant difference between tue
human and other life forms (Caskie, 1994, p17).

In the family psychology literature, Bowen family systems theory is unique in its "natural

systems" exploration of common functioning patterns in other biological species. The basic

tenets of the theory have been applied downstream of the family, by researchers exploring the

impact of anxiety on the functioning of taxonomically lower order species, single organisms and

cellular and physiological systems (de Waal and Embree, 1997; Comella, 1997). It has also

been applied upstream of the family and other species, by its application to the functioning of

human groupings, organisations, nations and societies (Wiseman, 1996; Papero, 1996; Baker,

1995). The theory assumes that families and other systems are subject to forces (principally

emotional energy in the form of anxiety shifting from other systems) that stimulate predictable

patterns of behaviour acted out in functional responses to the anxiety. These predictable

patterns of behaviour are thought to be common to all natural systems (Section 2.3 above).

2.4.2 The Structure of the Family Enterprise as a System

Family businesses come in many forms, shapes and sizes depending on the size of the family,

on the type and size of the business and also on the type of ownership structure and the culture

in which the firm and family operates. However, when the family enterprise is conceptualised

using a systems framework as a whole entity or entire system, it is clear that whatever the

external variation, all family enterprises share the same systemic structure. The whole entity is

made up of overlapping sub systems whose interdependence and interrelationship lead to the

inherent complexity faced by the individuals and groups who occupy places and roles in the

system. Davis and Tagiuri (1982) identified the three subsystems (ownership, family and
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business) in terms of overlapping spheres of influence. \Nhen the three subsystems overlap,

this creates seven possible constituent positions in the structure represented by the model. It

shows that the same person may have one, two or three roles, and within these roles will have

to compete with other constituents for the available resources in the system. Lansberg and

Philips (unpublished manuscript, 1996) commented: "one of the most important truths that this

model helps to highlight is that people located in different segments of the diagram are apt to

have very different views on issues that affect family and businesses".

The position(s) occupied by individuals in the structure influence the response they are 'ikely to

make to any given issue. Their response is based on how anyone "sees the world" when

carrying out the role of someone in this part of the structure, and is likely to be generic to that

position. This means that to a certain extent, conflict that emanates from disagreements of

perspective (disputes about who is "the problem", "being awkward" or "to blame") are structural

in origin rather than being thought to based on other factors such as personality clashes. There

is no neutral place in the model: every segment brings a different role and a different set of

needs (Figure 2.4). During transitions, people often change roles, moving their roles and

positions in the structure to another segment and thereby having a different set of needs to be

provided for. It is only by understanding that differences of opinion are built into the structure of

the family business, that these issues can begin to be managed by clarifying personal, family,

management and ownership boundaries (Davis and Stem, 1980; Lansberg, 1983).

In the context of generational transition, Hershon (1975), Davis and Tagiuri (1982), Ward

(1987), and Lansberg (1983) have all concluded that the central challenge to the sustainability

of a family's enterprise is the ongoing management of the competing self-interests of

individuals who occupy different constituent positions in the structure of the ownership, family

and business subsystems at any given moment in the life cycle of a family enterprise. This is

inherently difficult because these self-interests change when individuals change their position in

the structure, as is the case during generational transition.
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Constituent Segments in
The Family Business System

How each constituent usees the world" is very different depending on their place in the structure

because each constituent's position in the structure has different needs, wants and outlooks on

Position
In the
Structure

I Owner only

2 Owner & manager

3 Manager only

4 Owner & non-
working family

5 Non-owning family
& manager

6 Family only

7 Owner, manager
and family member

Self-Interest
Associated with
This Role

Return on Investment;
liquidity;
ROI plus security &
some autonomy
Security; appreciation
of family culture i.e.
reward/nepotism); career
goals; satisfied with family
drection uiim.
As I plus: being informed;
rules on access to jobs,
entry/exit rules for owners
As 3 plus appreciation of
rule for entry to ownership;
Career / succession
prospects. Reinvestment
of profits (not liquidity).
Family life in balance with
business; prospects for
jobs, ownership, wealth.
All of the above; how to
manage the conflicting
interests & keep focused
on the vision for the firm &
own dream.

Figure 2.4 Self-Interests of Constituents in the Family Enterprise System
(adapted from Davis and Tagiuri, 1982; Ward, 1987, and Gersick et al, 1997).

the same situation. Conflict in family business systems is therefore inevitable not only because

personality differences exist in families, but especially because of this inherent structural

feature leading to conflicting needs and world-views. Anxiety in the constituents can be

expected to heighten during times of transition in the system, because constituents can end up

moving to different places in the structure and having to deal with new challenges inherent in

the new constituent group. A non-owning family member (segment 4 in the 3 circle model) who

works in the business can become a working family member and owner (segment 7) following

the death or retirement of the previous owner. Shifting to this constituency brings a

requirement to understand the rights and responsibilities of ownership and to handle the

competing constituent requirements of non working owners and non-owning workers. A

32



systems approach to family business research encourages observers and participants in the

systems alike to regard conflict as inevitable at any given time and throughout the passing of

time. A non-systems view is likely to seek out "the problem" (e.g. father-son conflict) rather

than take the view that the perceived problem is an effect of the whole system's functioning, or

to focus on an event such as "succession", rather than factors or variables affecting the process

underway and its outcomes (Gilbert, 1992; Hollander, 1983).

2.4.3 Structures within Family Enterprise Subsystems

2.4.3.1 Structure in the Family Subsystem

Family structure is the invisible set of functional demands that organises the ways in
which family members interact. A family is a system that operates through transactional
patterns. Repeated transactions establish patterns of how, when and to whom to relate,
and these patterns underpin the system. When a mother tells her child to drink his juice
and he obeys, this interaction defines who she is in relation to him and how he is in
relation to her, in that context, and at that time. Repeated operations in these terms
constitute a transactional pattern.. .[whichl regulate[s family members' behaviour.
(Minuchin, 1974, 51).

Salvador Minuchin is regarded as the founder of structural family therapy, a school of clinical

researàh and practice which emphasises the importance of hierarchy in families and the use of

boundaries to clarify roles and position in the hierarchy. This view of the structure of families is

broadly accepted by other family systems groups.

Under Minuchin's theory, the family is seen to comprise a generational hierarchy of parents and

offspring, whose behaviour (their transactions) is regulated by two different systems of

constraint. The first is the natural power hierarchy in which parents have different levels of

power and authority than children, and the second involves a system of expectations amongst

family members based on many years of negotiations over normal family life events. The

system maintains itself by resisting changes to these patterns and to the natural hierarchy it

contains. When change is necessary, a healthy system seeks to draw upon its range of

patterns of transactional behaviour in which flexibility is enabled; it responds by transforming

itself to meet the new circumstances without losing the continuity that provides a frame of

reference for its members (ibid.p52).
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In this work contributing to structural theory, Olsen (1989) identified two main variables by

which the quality of family functioning can be assessed. Family adaptability refers to a family's

ability to make internal adaptations to stressors originating from their situational context (to

differentiate itself), including stressors arising from developmental pressures throughout the

life-cycles of individuals and families. Family cohesion refers to the degree of connectedness

and emotional bonding that family members experience within the family (the individuality-

togetherness forces and how a family balances separateness and togetherness).Olsen's

Circumplex model of family functioning identifies the extent to which families function in an

adaptable way: on a range from chaotic (no structure) to rigid (highly structured) where rules

are explicit and firmly enforced on the family and its members. Flexible or structured families

are in the mid-range (where changes and shifts can be made to adapt the way the family

system deals with the environment. The model also identifies the extent to which families

function in a cohesive way: on a range from enmeshed where families emphasise and expect

togetherness (a focus on "we") so that there is a high dependency and loyalty expected to

disengaged where there is little closeness and high independence (a focus on "I") Separated

and connected are mid points on the range where there is more or less dependence and

independence and moderate levels of loyalty and moderate "I" or "we" positions. (Figure 2. 5).

The Circumplex Model in Figure 2.5 is based on a three dimensional grid containing zones

regarded as balanced, mid-range and extreme. Families and indMduals move around the grid

depending on the stage of development in people's life-cycles, and on the level of anxiety they

may face at certain times. Their location on the grid at any time, and over time is established

using the FACES (Family Adaptability and Cohesion Evaluation Scales) assessment

instrument. (Olsen, Russell and Sprenkle, 1989). This determines where families are situated in

the grid in terms of one of the four Balanced relationships (structurally separated, flexibly

separated, structurally connected or flexibly connected) or in terms of the four unbalanced

(Extreme) regions (chaotically disengaged, chaotically enmeshed, rigidly disengaged and

rigidly enmeshed). Olsen (in Walsh, 1993, pp.104-I 37) derived the following hypotheses from

this model:

1. Couples and families with Balanced types (two central levels) cohesion and flexibility will

generally function more adequately across the family life-cycle than those at the
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Figure 2.5 Circumplex Mod ,l: Couple and Family Map (Olsen, 1993).

Unbalanced (Extreme) types; because family members can experience being both

independent from and connected to their family.

2. Positive communication skills will enable Balanced types of couples / families to change

their level of cohesion and flexibility more easily than those Unbalanced (Extreme) types;

because negative communication skills impede movement into the Balanced types, thereby

increasing the probability that Unbalanced (Extreme) systems will remain extreme.

3. To deal with situational stress and development changes across the family life cycle,

families will modify their cohesion and adaptability to adapt to the stress; because the
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family is able to bring about second order change to its system in the belief that change

can be beneficial to the maintenance and improvement of their family functioning.

This model is of value for conceptualising and assessing the ability of families to function under

the anxious conditions that generational transitions bring. It allows a family's functioning to be

assessed during the transition period to support the observations made on their emotional

functioning and their ability to make progress with the many tasks in their transition process.

The FACES II questionnaire was used in this research as an objective assessment method to

provide additional data on how well the families were functioning at the time the feasibility of

their family, ownership and business structures was being tested for the future under different

ownership and leadership.

The infrastructure of the family system contains sub-systems so that tasks and functions can be

carried out by the appropriate people. Typically, subsystems are formed by gender, sex,

function, or interest in specific topics. To be a member of one or more family subsystems

means indMduals have to learn different skills and to handle being in a different role with

certain levels of authority and power and to participate in complementary relationships in order

to attain mutuality and access to resources to survive and grow.

Typically, family systems have spousal sub-systems, a parental subsystem and sibling

subsystems (Minuchin, 1974). Being in more than one subsystem involves taking on different

roles: being a parent involves exercising hierarchical authority whilst being a spouse involves

using negotiation and consensus building skills rather than relying on personal power and

authority. Someone in a sibling subsystem has a different role when relating to a parent (i.e. as

a subordinate) than the role they occupy when relating to a sibling (i.e. as a peer). Roles in

family subsystems are upheld when an invisible structure known as a boundary is maintained.

The boundary allows interaction with other subsystems without undue interference, and allows

the subsystem to carry out its tasks and functions. Families can get into difficulties when the

boundaries between the subsystems or between the family and the environment are far too

diffuse and the hierarchy breaks down, or when the boundaries are too rigid, and

communication about adaptation becomes difficult. The maintenance of boundaries, and the
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ability of people in the family system and subsystems to differentiate themselves and their roles

determines the family's ability to manage under stressful conditions when the system has to

cope with an increase in anxiety.

Bowen family systems theory explores the issue of hierarchy in natural systems in terms of the

respective giving and receiving of aspects of the psychological 'self from subordinates to the

leader of the system. In this sense, any position taken up in a hierarchy represents a

relationship posture employed by the members of the system to keep the system in balance

through reciprocal emotional relationship arrangements (Bowen, 1978, p378). Consequently, in

a couple there may be an overactive spouse complemented by an under-active spouse or

family member. The dominant figure in the system is thought of as the one who assumes

responsibility for the system by absorbing parts of the 'self given up by others who assume an

adaptive role in order to feel they belong to the system. Gilbert (1996, p.21 2-21 3) describes this

feature of hierarchy as follows:

.theoretically, the individual at the bottom of the hierarchy would be contributing self to
each individual of higher rank in the system.. .The individuals at the top of the hierarchy
would be considered to be gaining the most self. The individuals at the bottom would
be donating or giving up the most. Bowen described the adaptive, or underfunctioning
position as being at risk for physical or other symptoms. The one in a more dominant
position does better, all things considered.

A business-owning family going through a generational transition is required to re-organise the

people who occupy key roles in its hierarchy. This changes the internal structure of the family -

a structure that has proved to be workable for the family by means of the giving and taking of

self since the offspring were born. Ageing of the senior generation and maturation of the junior

generation eventually trigger the process of re-structuring the reciprocal pattern of relationships

in the family, so that the junior generation can legitimately attain seniority. At these times, the

balance or equilibrium in the family system has to be adjusted in order to let the new reciprocal

arrangement develop and become established as the new pattern in the family subsystem

structure and in the business subsystem structure.

Since any change to established patterns and norms that have instinctively kept the system in

balance generate anxiety in those affected by the change in their circumstances, those
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experiencing the most anxiety may trigger the homeostatic tendency to get things back to the

way they were, and in so doing, engender resistance to the attempts being made to change

the power status in the relationship. Change itself generates anxiety, but when it is

accompanied by the prospect of ageing, decline and mortality at a time when the senior

generation or others in the system are not ready to acknowledge that these are approaching,

then the whole system itself may be mobilised to resist the transition as long as possible

(Lansberg, 1988). The family's resistance to recognising and acknowledging that the

generational transition is approaching may therefore prevent the tasks required in the family

sub-system from being carried out. It is difficult to envisage a smooth transfer of power,

authority and leadership in the business sub-system if the family has not yet reached the point

of recognising the signs of the forthcoming change in roles.

Although the succession literature strongly advocates that a smoother transition can be

achieved if families get actively involved in the planning of their generational transition and in

the training and development of the successors, few studies have examined the impact of

family relationships on whether these tasks are carried out (Seymour, 1992; Lansberg and

Astrachan, 1994). Lansberg and Astrachan's 1994 study examined the extent to which

relationship variables (family cohesion and family adaptability) were determinants for

succession planning and successor training during the transition process. They found that the

relationship was not straightforward: family cohesion and adaptability influenced important

mediating factors on the degree of succession planning and successor training. The mediating

factors were the family's commitment to the firm and the owner-manager's and successor's

relationship.

Family adaptability, it was suggested, significantly predicts the quality of the relationship

between the owner-manager and the successor which was positively associated with

successor training activity. Family adaptability was not significantly associated with the degree

of the family's commitment to the firm: it was suggested therefore that family rigidity rather than

flexibility that may influence the family's commitment to the business. Family cohesion was

significantly associated with commitment to the firm but only with the quality of the owner-
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manager's relationship with the successor from the perspective of the owner-manager.

Importantly, the authors found that family cohesion and adaptability do not directly affect

whether succession planning and successor training is carried out: these are determined by the

effect of mediating factors such as the family's commitment and the quality of the senior-

successor relationship. Their findings gave an indication that simple cause and effect

relationships between family relationships and organisational behaviour are unlikely to exist in

these complex systems, because variables and mediating factors relate in complex ways and

must be taken into account. The mediating factors are themselves complex phenomenon: a

family's commitment to the firm (defined in terms of the extent to which the owning family want

to ensure family ownership continues and their legacy lives on), for example, is the product of

numerous cultural and emotional variables as well as being a mediator through which family

connectedness and relationships are acted out. As the authors pointed out (ibid., p.55) the

interdependence of family and business may mean there are other factors impacting on the

degree of family cohesion and adaptability: the Circumplex model on which this work is based

is dynamic and families are expected to move around the zones depending on the anxiety they

encounter: a downturn or a crisis in the business could make them more cohesive to cope with

the stress.

Lansberg and Astrachan's study identifies the importance of Olsen's concept of cohesion and

adaptability and Bowen's concept of differentiation in family systems in the specific context of

two succession tasks: succession planning and successor training. However, more work is

needed on the wider task environment of generational transitions, and that is the aim of this

project. Is it clear from their results that urigid families will have difficulty establishing a new

leadership regime because to do so would be second order change and would represent a

major shift in their normal functioning pattern. However, they may get through the transition

anyway because their cohesion (the family level of undifferentiation) keeps them committed to

the firm if this tends toward an extreme: that is, if they are enmeshed or emotionally stuck"

there. Families who are extreme on adaptability and I or cohesion may still get through the

transition even if the process and its outcome creates a level of dissatisfaction for family

members. This is because their system will nevertheless have survived intact, and it will have
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avoided radical change that threatened to force them to re-define their connection with each

other. Kaye (1996) proposed that some family businesses are manifestations of "sick"

(enmeshed) systems in which individuals are prevented or held back from indMduating or

separating from their families-of-origin. Lansberg and Astrachan's findings raise the question of

how the influence of family cohesion and adaptability is mediated on successor training,

planning or other succession task activity. The research being conducted for this report aims to

explore the overall context in which these dimensions of family functioning are mediated. Of

specific interest is the extent to which a family's business is uused to maintain family cohesion

even if this leads to family members feeling emotionally or developmentally held back.

Seymour's (1992) findings, based on a survey of seventy seven firms supported Lansberg and

Astrachan's findings that the quality of work relationship is an important predictor of succession

training; however, it was an important, but not crucial factor in determining whether a

succession plan will be developed. The conclusion from both studies is that the likelihood of

successful retention of family leadership in the next generation is most likely to be improved if

the focus is kept on improving the work relationship between the owner-manager and the

successor. Lansberg (1999) reported that above all, an excellent social relationship outside the

business between the predecessor and successor significantly improves the prospects of each

generation being able to manage the inevitable tensions arising as the transfer of power takes

place.

In terms of the context for generational transition, the structure of family systems is important

because it constrains the family's ability to manage its circumstances and the fundamental

change that takes place in people's circumstances. During the transfer of leadership in the

business to next generation family member(s), the patterns of family transactions that have

taken place since the offspring were born change in the parental subsystem as the next

generation rises in the family hierarchy. The spousal subsystem has to learn to adapt to

changes in the relationship in which the business can no longer be used to regulate the

emotional and physical distance between the spouses. In the sibling subsystem, their elevation

in the family hierarchy also requires an adjustment to the decisions being made about
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leadership in the family and the business, power, wealth and ownership. The generational

transition process seriously challenges the family system's ability to adapt to the changes

required, and to re-set its equilibrium at a different level.

2.4.3.2 Structure In The Business Subsystem

Although there are many different possible organisational forms that a business may assume, it

is generally agreed that there are a limited number of types of structure (Johnson and Scholes,

1993, p344). These are assumed by firms when they see the need to organise themselves to

get the best benefit possible when exchanging resources with their business environment.

Smaller firms in stable environments therefore tend to adopt a simple structure or a functional

structure to ensure the primary tasks of production, finance, marketing and personnel are

carried out. When the business environment is more complex, and when the firm itself is large

and multi-functional, more complex structures are adopted such as the muttidMsional

structure, the holding company structure, the matrix structure, or some intermediate structure.

Family ownership and participation in their business can affect the structure chosen to

exchange resources with the business environment. Hershon's (1975) study into the problems

of management succession was the first to bring the family dimension into models of

organisation development. Hershon described the discernible organisational patterns over the

typical life-span of a business organisation as follows: Pattern A is the one-man show

characterised as individualistic with close supervision; Pattern B has collaborative management

characterised by the fission of general authority into specific functions; Pattern C has collective

management and is characterised by a fusion of independent units into an interdependent

union of companies. Relating this to the structures adopted when there is family ownership and

participation in the firm, he commented (ibid., p.V-1 1)

In general, the organisation structure in each pattern grows naturally out of the family
relationships among the owners; the elaboration of the pattern characteristics,
however, result at least in part from external forces operating on the firm. Thus, while
the organisational milieu of the family firm in many ways is not unlike other
organisations, it almost invariably bears the unique mark of the family's moral and
ethical standards and traditions.
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Ward's analysis of the stages of family business evolution took the organisational development

model further by taking account of the simultaneous needs of the family and of the business

over the duration of the lives of the founding generation of family members and the 'ife-cycle of

the business. By taking the ages of family members into account, he identified three specific

evolutionary stages (Stage I: Growth; Stage II: Control; Stage Ill: Regeneration). By moving

from one stage to the next, some changes to the structural form and the systems driving these

structures were required. Since ageing and changes in the business environment are

inevitable, this puts pressure on the family and business subsystems to evaluate the ability of

the structures they are using to deliver the most effective exchange of resources with the

business environment. As the family matures, the needs of the individuals within it change and

this leads to changes taking place in the way the business as a sub-system organises itself to

continue gaining access and giving resources to the business environment effectively, but in

addition, to also channel resources to and from the family subsystem. By the time the business

subsystem has evolved from Ward's stage Ito stage Ill, the needs of each subsystem will have

moved from being consistent, to being split, to being in conflict. When the generational

transition begins at the end of stage Ill, one of the primary tasks facing the family is to assess

how to readjust and re-set the balance under circumstances in the business subsystem when

the generations have such differing needs and outlooks Figure 2.6).

Gersick et.al .'s (1996, p.108) developmentat model of the famrij enterprise a%so includes tcee

stages in the evolution of structure in the family business corresponding closely to those

identified by Ward above. Gersick et.aI. incorporated models of adult psychological

development into the key challenges facing the business structure at each of the key stages:

Start-Up Stage (SU): characterised by an informal structure with the owner-manager at the

centre; there are two key challenges at this stage. The first is to carry out the required

business planning, market entry and financing of the enterprise, while the second is to

engage in the dual process of analysing the venture and at the same time, keeping the

Dream (one's personal sense of vision and hope for one's life) in sight.
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Time and money

Small, dynamic

Owner-Mger Committed to
Motivation	 business success

Fam.financial Basic needs.
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and time for different Funds wanted for retirement
Purposes (parenting	 vs growth & regeneration.
vs business growth)

Figure 2.6	 Family Business over a Single Generation Life-Cycle (adapted from
Ward, 1987, p20)
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• Expansion I Formalisation (E/F): characterised by the need to instil organisational structure

in the firm, often along functional lines, and to deal with the possibility of multiple products

or business lines. The business is too complex for informal, centralised control. The key

challenges of this stage are balancing the owner-manager's role with the evolving need for

a different style and skills; strategic planning exploring different scenarios; putting in place

organisational systems and policies to underpin the structure in the business subsystem,

and the management of cash flow.

• Maturity (M): characterised by an organisational structure that will support stability in the

firm; modest growth based on a stable or perhaps declining customer base; a senior

management team running the structure; and well established organisational routines. The

key challenges of this stage are to strategically refocus the business; to assess

management and ownership commitment for the next stage of the business, and to ensure

the availability of appropriate reinvestment.

2.4.3.3 Structure In The Business Family

The evolutionary perspective on the changes that take place in the structure and infrastructure

of family enterprises was further developed in Gersick et.al.'s (1997, p.17) development model.

Rather than focus on the business structure relating to a single life cycle (i.e. of the founding

family), the developmental model brings together the family and business subsystems and in so

doing, takes account of the influence noted by Hershon that the family has on the

organisational milieu and the development of the business, and that Ward noted leads to

changes in the needs of family and business over time. Whichever generation is in control, or

whatever ownership from the business may have (i.e. there may be multiple families involved in

the business), Gersick et. al. identified four stages with corresponding structures that each

family will experience during its developing involvement with the business over time:

• Young Business Family (YBF): where the adult generation is under forty and children, if

there are any, are under eighteen. The marriage enterprise between the founder(s) (or

founder and spouse) or in the lives of siblings and cousins is the key structure at this stage.

The key challenges of this stage are to make the marriage functional and workable; to
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make initial decisions about how the relationship between work and the family will be

managed; working out relationships in the extended family, who may or not participate in

the business, and raising children.

Entering the Business (ETB): where the senior generation is between thirty-five and fifty-

five and the junior generation is in the teens or twenties. The key challenges of this stage

for the adults is to manage the mid-life transition (Section 2.4) in which a serious appraisal

of the career path, social and love relationships (the "life structure") is carried out, and

decisions made about whether and how to modify any aspects of the life structure. The

younger generation faces the challenge of separating and indMduating (Section 2.4) from

their family-of-origin; if they work in the family business this may not be attainable (Kaye,

1996, p355) or may be set back. Their parents also face the challenge of facilitating the

next generation in making their initial career decisions.

Working Together (WT): where the senior generation are between fifty-five and sixty five

and the junior generation is between twenty and forty five. The key challenges of this stage

are to foster cross-generational co-operation and communication and also to encourage

productive conflict management. In some families, there may be three generations working

together if the grandparents of the senior generation are still involved; this can create

problems for the middle generation, who need to assert their authority yet may find

themselves "sandwiched" in the structures within the family and business subsystems

between the elder and younger generation (Gersicket.al., 1997, p.91).

Passing The Baton (PTB): where the senior generation are age sixty and above. The key

challenges of this stage are for the senior generation to disengage from the business and

the generational transfer of leadership. This means the structure of the family and the

business will be adjusted as the next generation assumes its new position in the hierarchy.

2.4.3.4 Structure In The Ownership Subsystem

Ward (1987) introduced the concept of three key ownership categories with specific structures.

Gersick et. al., (1997) built upon this concept by setting out the developmental context for the

three ownership structures: in an evolutionary sense, each stage moves towards the next, more

complex stage: the controlling owner (owner-manager or close supervision), sibling partnership
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(collaborative management) and cousin consortium (collective management). Gersick et. al.

(ibid., p276) said of the ownership structure:

The ownership structure changes least often, but most dramatically. We have
emphasised that it is often not the identity of individual owners that is important, but the
structure of the ownership group that determines so much about the operation of the
family business system. The distinction between Controlling Owner, Sibling Partnership
and Cousin Consortium are not only consequences of the serendipity of procreation
and estate plans. They are choices, made in pursuit of individual and collective dreams.
Nearly all the other dynamics presented. ..-among family members, managers and
shareholders - follow from the stage of ownership development, and change when the
ownership structure changes (ibid. p. 277).

Ownership can be described as a stage (it is transient, and subject to change when shifts in

ownership are made), a category (with characteristics that distinguish it from other ownership

categories) or a structure (it can lead to certain types of organisational form depending on

whether the ownership is concentrated in the hands of one or a small number of people, or

whether it is diluted and spread over many family branches or to family and non family owners).

Ownership represents the wealth that has been invested or created by the business, and also

stands for the work or "sweat equity" carried out to allow the business to survive and grow. For

these reasons, ownership is of prime importance in the family business and it can be used as a

lever of power to enable or prevent decisions being made, and as a lever of the generational

transition. Even though a successor or team of successors may have achieved the working title

of managing director, the transition is not fully sanctioned until the power that accompanies

ownership is also transferred. Lansberg (1999, p.28) commented

Whether or not the owners are working in management, in the last analysis it is they
who hold the ultimate power in the company. This assumption in no way diminishes the
importance of managerial authority in many companies. The point is simply that in
family businesses, the traditional distinction between ownership and management is at
best blurred, so that, when the chips are down, ownership rights typically prevail over
management authority.

Gersick et.al . describe the typical features of each ownership structure as follows:

• Controlling Owner (CO): where ownership control is consolidated in one individual or

couple. The key challenges under this structure are to secure the capitalisation of the

business; to balance the unilateral control of the business with the need for other input and

expertise; and to choose an ownership structure for the next generation. If the business
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moves along the developmental model in an evolutionary direction, the next stage would

involve passing the ownership of the business to a sibling partnership.

• Sibling Partnership (SP): where two or more siblings share ownership control, and the

direction of the business is effectively in the control of the hands of one sibling generation.

The key challenges under this structure are to develop a process for shared control among

owners, some of which may or may not work in the business; to define the roles of non-

employed owners in the structure; to retain capital for reinvestment and yet provide

liquidity; and to control the factional orientation of family branches. After a sibling

partnership, the next evolutionary stage would involve siblings divesting their ownership to

their offspring, thereby creating a cousin consortium.

• Cousin Consortium (CC): where there may be many cousin shareholders, and there is

likely to be a mix of employed and non-employed owners. Each cousin branch may contain

different numbers of people so the power may be unequal amongst branches unless each

of the siblings in the previous generation decided to keep the branches equal when they

come to power. The key challenges under this structure are to manage the complexity of

the family and the shareholder group, especially since the cousins (who were not brought

up in the same household, and who can not relate to a sense of sacrifice made to establish

the business) may feel differently about the business than the founder and his offspring.

Since the degree of loyalty to the business may differ, a key challenge is therefore to cieate

a family business capital market.

2.5	 Ownership Structures as Governance Archetypes of Family Enterprise Systems

There are many variations possible in the forms a family business can take, depending on who

started the firm and what the relationship was between founder(s) and leader(s) of the firm The

ways and means found by family enterprise systems to govern themselves are known to be

instrumental in determining the prospects for survival of the family enterprise. Aronoff and Ward

(1996, p.1) point out that unless a conscious effort is made to organise effective governance

practices throughout the family enterprise system within and throughout the transitions to each

stage in the development of the family business, many business-owing families will find

themselves drifting unconsciously into haphazard or destructive patterns of decision making
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and communicating. These patterns can threaten and even destroy the shared interests of

those in the system. The three basic ownership forms (Ca, SP and CC) are widely regarded as

the key governance archetypes to be found over the development cycle of the family enterprise

(Gersick et. al., 1997; Aronoff and Ward, 1996; Neubauer and Lank, 1998, and Lansberg,

1999).

There has been a lot of emphasis on corporate governance in recent years following the

Cadbury Report of 1992 from which a code of conduct at board level was recommended for

governance systems in British industry. This was largely taken up to avoid the need for legal

intervention to ensure that companies were, being properly controlled and directed (Neubauer

and Lank, 1998, p67). In family enterprise systems, the interdependence of the family, business

and ownership subsystems means that governance has to extend beyond the Cadbury

recommendations for the functioning of the board. The board, as the structure that represents

the overlap between the ownership and business sub-systems, is concerned primarily with

only one of the three overlapping areas inherent in the family business system. The others

involve the overlap between family and ownership and between business and family. A

mechanism of governance is therefore needed to control and direct the whole system. This can

be achieved firstly by considering the needs and interests in each of the constituent sub-

systems that must be taken into consideration throughout the life-cycle of the family business.

Aronoff and Ward (1996) provided and illustration of these interests, showing how disparate

they are (Figure 2.7 below).

,' FAMILY
health, prosperity

continuity, particip
community role,
communication,
education, values,
goals, etc.	 /

BUSINESS
operations, finance,
employees, supplier
and customer
relationships etc.

Liquidity, capital
allocation, asuring
succession,
strategic direction,
performance, etc.

Figure 2.7 Dimensions of Family Business Governance (Aronoff and Ward, 1996, p5).
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Having identified these competing self-interests, workable structures and processes must be

created and used to organise each of the subsystems. Communication needs to take place by

means of an integrating mechanism bringing representative "voices" from each of the

subsystems together to guide and control the whole system collectively. Gersick et.al. identified

the structures and plans commonly used to organise the sub-systems' interests and the

development of the whole system (Figure 2.8 below).

Ownership

Structures
Shareholder Meeting
Board of Directors

Plan
Estate

Plan

Structure
Family Council
Plan
Family Plan

Family

Plan
lans	 Strategic

Continuity Plan
plan and
Lingency pla

Structure
J 

Management
/Development Team /

Plan	 /
Management /
Devel. Plan

usiness

Figure 2.8	 Structures and Plans in the Three-Circle Model for Family Business
Governance (based on Gersick et.al., 1997, p226).

In close agreement with Aronoff and Ward (1996) and Gersick et.al. (1997), Neubauer and

Lank (1998) identified the main ingredients of family enterprise system governance in terms of

the institutions (structures) involved and the key measures for corporate governance (i.e

governance of the family enterprise system). The institutions are defined as the family council

(or other similar forum), top management and the board of directors. The key measures of

effective governance were: securing CEO succession, establishing a vision and strategy for

the firm; securing the financial resources to satisfy the financial needs of the company and the

family, and controlling the firm at the highest level.
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How each family enterprise co-ordinates its governing structures may vary, depending on the

prevailing culture in the family enterprise system. Although Neubauer and Lank offer numerous

examples of pieces of family enterprise governance systems such as family constitutions and

statements of values and policies, documented examples of fully controlled and integrated

working governance structures are rare. This may be because governance as a management

practice has only recently been publicised as best practice and the technology and process

know-how to implement it in family enterprise systems is still being developed and refined.

However, one family, The de Gaspe Beaubien family in Montreal (Institute for Family

Enterprise, 1997) have developed a comprehensive and sophisticated system of governance

for their highly complex family enterprise, and are encouraging other families in business to

adopt their own approach to applying best practice. Their governance system evolved from a

combination of their own experience of what was working well for them as a family in business,

and from what they learned by visiting over 100 families around the world who were known to

have effective governance structures, processes and practices in place. Their governance

model is shown in Figure 2.9 below. Although less complex family enterprises may not need to

have such an elaborate structure, adhering to the organising principles and generating the

commitment to using the processes constructively are equally necessary.

Governance structure relates to the systems and process that are used for managing the

conflicting interests that constituents have in the family business system. These originate in the

overlap of the subsystems in the three-circle model and lead to individuals often occupying

multiple roles in the system at any one time. Unless it continually recycles its ownership-

governance form, over time the family business will change its form by making a transition

either to become more complex (evolving) or to revert to a less complex structure (devoMng).

To avoid drifting into destructive or dysfunctional structures and behaviours, it is critical that the

management systems and processes collectively referred to as governance are in place in

advance of the transition in order to contain the transition process and to guide the whole

system through the restructuring processes in each of the subsystems. Governance structures

and processes create the mechanisms by which the interests of the people involved can be

taken into account during the transition process. The structures and processes of governance

50



Figure 2.9	 Governance Structures and Processes in the de Gaspe Beaubien
Family Enterprise

Family	 Ownership	 Business
Organisation	 Organisation	 Organisation

Council of Elders Family Shareholders Assembly 	 Board of Directors

Family Council

peaker"	 uStewardis	 "CEO"
(all different people)

Plan	 Co-ordinating Structures

________ EO	 rop Management	 Board of Directors	 Family Council

Strategic Initiates &	 enerates	 Consults & Approves Consults &
PlanApproves __________________ ____________________ supports

Family Participates onsults & Supports 	 Consults & approves Generates
Constit- in Family	 only business policies
ution	 Council

Business
Continuity

Plans:
a.Mcimt Initiates	 enerates	 Consults & approves Consults &
Devel & approves	 supports
Plan

b.Succe sion
Ein Generates onsuIts & Supports Consults & approves Consults &

supports
c.Contin! eny

in 'enerates	 onsults & supports 	 Consults & approves Consults &
_________________ ___________________ Supports

Personal Generates ware 	 Aware	 Consults &
Retireme ij	 supports
Plan

Estate Generates ware	 Consults	 Consults &
Plan	 supports

Levels of Involvement:
1. Generates = responsible, accountable & empowered
2. Approves = formally blesses proposed plan
3. Supports = actively works towards objectives
4. Consults = offers advice
5. Aware = understands
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in the family business guide and nurture the restructuring processes taking place in the

infrastructure of the family, business and ownership systems. In so doing, they help to contain

the anxiety generated by people who are undergoing changes in their roles and in the

structures which define power, authority and autonomy in each subsystem, and which define

the pattern of their interrelationships with others. When the total family enterprise system is

undertaking a generational transition, it is effectively changing the model it has used in the

previous generation for organising the tasks and duties of keeping the system intact and

working effectively, and is shifting the system towards a different way of organising these

functions.

When the change in governance structures amounts to the break down of the equilibrium that

held the total system intact, the transition is revolutionary". This is inevitable when the

ownership and leadership of a business changes from controlling owner to sibling partnership

or from sibling partnership to cousin consortium, or when the reverse transitions occur. These

transitions require major changes in the organisation and structure of each sub-system and

therefore in the total family enterprise system. In contrast, generational transitions in which the

governance structure of the outgoing generation is recycled is evolutionary in nature because

the systems and processes by which the entity is organised and ran are kept intact, whilst

changes take place in the personnel who operate them.

Not all family businesses change their ownership structures in an evolutionary direction: some

may recycle their ownership structure, or devolve into a different or previous form. The

developmental model shows that when a family business is considering what form of ownership

structure to adopt, it has nine choices based on the ownership developmental model (Figure

2.10).

In the context of generational transition, changes to the ownership structure are the most

profound because of their legal formality and the changes in power and authority they

represent. They are also profound at the emotional and structural level. This is because anxiety

is generated in individuals, groups and families when the transition process requires change

that threatens the equilibnum or homeostatic balance of the system, and this anxiety must be
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Figure 2.10: The Succession Options: Recycles, Evolutionary and Devolutionary
Transitions (based on Gersick et.al ., 1997, p226).

managed. At the structural level, anxiety comes from the prospect of change being required or

enforced upon the network of structures and relationships which hold each subsystem intact

(the "deep structure" (Gersick, 1991)) and which, in turn, keeps the family enterprise system as

an entity intact. The deep structure is uniquely organised in each system so that the system

can exchange resources with the environment. During transitions, the deep structure breaks

down because is it no longer suitable for the system, and the most fundamental task of

transition is to re-build the network of subsystem relationships back into a new deep structure

which is feasible for the next phase of family ownership and leadership.

In keeping with the three circle "family business system" model, when any of the nine possible

ownership outcomes in the developmental model are the goal of change in the family

subsystem, there will be consequences felt in the structures of the family and business

subsystems: shifts in wealth, power and authority affect family members in the family

subsystem, and shifts take place amongst the membership of the owners group and often the

board of directors. People change roles, and this creates for them a different way of seeing the

world. A junior family member who just became an owner and joined the board for the first time

now has a set of legal rights, duties and responsibilities for each of their roles as director and

as owner. A senior family member who retires and passes on the ownership effectively
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changes his or her role in the system and becomes a family member only, perhaps just

advising the board. The roles, duties and rights that have been given up mean that leadership

of the family has also changed, and the hierarchy that kept the family's sub-systems in place

has changed.

Although changing ownership is usually the most profound in the generational transition, and

would therefore warrant the most preparation and thought, research into ownership transfer has

shown that parents usually struggle to find a solution that they feel can straddle the boundary

between family business. On the family side, parents often seek to be "fair" to their offspring in

their estate plan, but then realise that being fair may not mean leaving the estate divided

equally amongst the children (Ayres, 1990). In these cases, using the principle of preferential

partibility, parents leave the business to the offspring who work in the business and leave other

assets, even if unequal, to the other offspring (Schwartz, 1996, p456). When the business is

the main part of their estate, the structure in these cases is being recycled from one controlling

owner.to another. In the family subsystem, the heir should expect to deal with the envy of any

other siblings, as well as the challenge of taking on the burden and responsibility of leading the

business and dealing with the establishment of different roles vis a vis the parents. Some

parents feel that the estate must be divided equally amongst the offspring, in which case the

challenge in the context of generational transition is to plan for the transfer of power from a

unitary system to a plural system. If, when the siblings were growing up in the controlling owner

household, they had no experience in their parenting of shared and devolved decision making,

this type of transition will present a significant challenge to the family and to the business: in the

family subsystem, there will be no experience on which the siblings can draw in order to learn

how to share power. In the business subsystem, all the stakeholders are used to there being a

chain of command in which the parent took decisions; no one will be sure who is the real

leader. If all of this takes place after the death of a parent, a lot is at stake in terms of the family

members' credibility and the well being of the business leading to pressure to get this process

working smoothly from the outset. Lansberg (1999) provides extracts from two different

successors to illustrate what can happen when the consequences of changing the ownership

structure have not been planned properly in advance. In the first extract, the lack of any familial
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role model for conflict resolution and power sharing in leadership when a brother and sister

were growing up together led to failure in the business when they became a sibling partnership:

Unfortunately, my family never learned to talk openly about our aspirations. So when
we had to figure out what we would do in the future, we had a terrible time breaking
past the idea of what we thought our father would have wanted... Perhaps, if my brother
and I had learned to collaborate earlier, if the concept of a leadership team had been
sold to the employees, the board and to the rest of the family by my father, well...As it
was, it became too difficult for me... I know I did not want to become a bitter 45-year old
woman...so I decided to go and ultimately my brother had to sell.(Lansberg, 1999,
Chapter 5).

In the second extract, a successor describes his experience of living with his siblings in an

ownership structure for which he was not prepared, since he expected to continue the

controlling owner structure he had seen his father model all his life:

It was always understood by everybody that I was the one who was going to take over
the family company. I loved working with my parents. I put in the time, I made the effort,
and I achieved the respect of all the employees. My parents had always led me to
believe that I would control the company. However, shortly before their deaths, they
came to feel that giving majority control was going to be unfair to my brothers and my
sister. Unbeknown to me, they changed their will and left us all equal shares in the
business. I now feel like an ox pulling the rest of the family along. The irony of it all is
that they thought this would minimise the conflict among us (Ibid., Chapter 7).

Generational transitions bring the challenge of thinking about the roles and structures present

in each of the sub-systems and thinking forward to what should be put in place in terms of

structures and processes to give the next ownership form the best chance of success. The

extracts above show how difficult it is in the family subsystem to cross the boundary from the

parental subsystem (when deciding what goes in the will), to the business subsystem (when

thinking of the consequences of the will on the sharing of power and on the leadership and

direction of the business). Similarly for the siblings in these extracts in their own sub-system in

the family circle, each finds it hard to put their role as a sibling (concerned with fairness, equity

and rivalry) behind their roles as owners (concerned with the stability of the business) and as

sharers of executive power (concerned with the direction of the business). Sooner or later, the

anxiety generated from structural conflict (i.e. being in multiple roles with competing objectives

and with no prior preparation for managing one's self in this situation) becomes too much" for

one or more siblings. To lessen the anxiety generated by these dilemmas, siblings may try to

distance themselves from the problems by cutting themselves from ownership (selling),

leadership (leaving the business) or by being unable to relate to their family members as long
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as these conflicts of interest are unresolved. Or they may remain in situ, tolerate the high levels

of anxiety and either "tough it out" or "fight it out".

2.6 Conclusion

All of the subsystems in the family enterpnse as a whole entity therefore have their own

infrastructure with rules and systems to guide how people and resources are organised so that

the family and business can co-exist purposively. Each subsystem has its own way of

managing power and each has to manage the boundaries between itself and the other

systems. When the people who occupy constituent roles in the system carry out transactions

with people who occupy constituent roles in other parts of the system, structural conflict is

inevitable. The family enterpnse as a whole entity achieves equilibrium as a dynamic system

when its subsystems are working well under their different structures and rules, and when each

is aware that crossing the boundary between subsystems means transacting in a different way,

under different rules and in a different role to the one that people may be used to inhabiting.

Structural conflict is therefore an important component for generational transitions. The next

chapter explores the third dimension in the context of change in generational transitions: what

happens when the whole system's situational context moves from one type of structure to

another, as is the case during the succession process.
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CHAPTER THREE

THE CONTEXT FOR GENERATIONAL TRANSITION IN FAMILY ENTERPRISES:
THE SITUATIONAL DIMENSION

3.1 Introduction

The previous chapter examined the in-built structure present in family enterprise systems and

made a cross section through the whole system to reveal the infrastructures in place in each of

the subsystems at any given time. Evolutionary and developmental activities in systems are

continually underway in each of the subsystems and are being carried out at different rates.

This chapter explores what happens when the whole system moves from one stage to another

in its development. When a generational transition takes place, the whole system (with all its

constituent sub-systems) embarks on the work of a transition period and goes through certain

discrete steps in the change process.

This chapter reviews the literature on the process of transitionary activity in systems to set the

scene in terms of what are thought to be the generic stages in a transition process. It then

focuses attention on the types of developmental life-cycle transitions, and their related tasks,

which have been reported for individuals, families, businesses and the ownership of

organisations. Finally, it examines the research on coincidental transitions and the effect of

intersecting life-stages on individuals and generational transitions in family enterprise systems.

3.2 The Situational Context for Generational Transitions

3.2.1 The General Process of Transition Between Developmental Stages in Systems

The "situational context" of generational transitions refers to the type of change needed to take

place in the intema structures of a family business system as it moves from one developmental

stage (or situation) to the next stage or situation. In order to be functional in the forthcoming

developmental stage, work may be required to adjust, re-orient or re-create the internal

structures binding the system together.
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Although the family enterprise system is a complex entity due to the interdependency of its sub-

systems, there is much support from a wide variety of literatures for the general application of a

theory of the process of change by which this work gets done. Gersick (1991, p11) found

support from a diverse range of literatures for a shared paradigm and shared constructs

relating to revolutionary change brought about by punctuation of the system's equilibrium. This

paradigm is centred around Eldredge and Gould's (1972) view that evolution is not a gradual

stream of small mutations shaped by environmental selection but rather that taxonomic

lineages exist in static form (equilibrium) over most of their histories, such that new species

arise abruptly, through sudden revolutionary punctuations. The shared paradigm and

constructs concerned an evolutionary process containing:

relatively long periods of stability (equilibrium), punctuated by compact periods of
qualitative, metamorphic change (revolution). In every model, the interrelationship of
these two modes is explained through the construct of a highly durable underlying
order or deep structure [based on Chomsky's (1966) construct] . This deep structure is
what disassembles, reconfigures and enforces wholesale transformation during
revolutionary punctuations. (Gersick, 1991, p12).

The different literatures cited by Gersick as sharing this paradigm are the fields of individual

adult development (Levinson), group development (Gersick), organisational evolution

(Tushman and Romanelli), the history of science (Kuhn), evolutionary biology (Eldredge and

Gould) and self-organising systems (Prigogine & Stengers and the Brussels School).

Central to the punctuated equilibrium paradigm is the concept of deep structure, described by

Gersick (1991, p15) as

a network of fundamental, interdependent uchoices of the basic configuration into
which a system's units are organised, and the activities that maintain both this
configuration and the system's resource exchange with the environment. Deep
structure in humans is largely implicit...

and
systems with deep structure share two characteristics: (1) they have differentiated parts
and (2) the units that comprise them "work: they exchange resources with the
environment in ways that maintain - and are controlled by - this differentiation Deep
structure is the set of fundamental uchoicesI a system has made of (1) the basic parts
into which its units will be organised and (2) the basic activity patterns that will maintain
its existence. (p14).

The concept of deep structure builds on the description of systems by Minuchin (1974) and

Kerr and Bowen (1988) mentioned in Section 2.4.1 above and extends itto the processes by
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which systems interact. The "choices" mentioned above that are "made" by systems are usually

not conscious ones; Gersick (1991 p.29) stresses the importance of the history of the system,

which contains its own unique array of information and conditions from which the system

members can select their new direction. Similarly, Bowen (1978) described the multi-

generational process in family systems as the mechanism whereby relationship and emotional

functioning patterns are passed down lineages. The choices to be made to establish a deep

structure in different types of systems are as follows:

• choices in individual adult development: pertaining to the design of one's life at that time:

in terms of the person's relationships with various others in the external world: (career,

work, love and social relationships);

• choices in group development: a set of givens about the group's situation and how it will

behave that form a stable platform from which the group operates; and

• choices in organisation development: answers the question "what is it that is being

converged upon?" - in terms of core beliefs and values; products and competitive timing;

the distribution of power; the organisation's structure and the nature and pervasiveness of

control systems.

The primary task of revolutionary transition is to evaluate the composition of the deep structure

currently in place, and to evaluate its suitability for the new conditions emerging as the

transition unfolds. The key phases of the transition process are described in detail in Table 3.1

below. In summary, the transition process involves:

• equilibrium: relatively long period of stability where activities build and strengthen the deep

structure to exchange resources with the environment. The system is closed to alternatives.

• prior to the transition, an awareness emerges of a change internally or externally which

means the strands of the deep structure (how one or more of the relationships operate) are

no longer working, and or the system's means of exchanging resources is threatened. The

deep structure is no longer functional and trouble spots are identified.

• The trigger can be an event or issue which created the conditions for transition, such as a

temporal milestone (a significant birthday, or retirement date) or a newcomer bringing a

different outlook to support and encourage those in the system. The timing of these events

is significant because it affects how they are perceived and whether or not they lead to
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change. If change is triggered, the deep structure, or parts of it are dismantled leaving the

system in a state of flux and uncertainty.

In revolutionary change, the conditions created prior to the transition (when the old deep

structure was unsatisfactory) and by the trigger create enough energy to punctuate or

break up the system's equilibrium. Members in the system are then living and working in a

chaotic system in which there is no order, and they urgently seek to find a new order. They

are driven by fear of loss or failure and perhaps also by the exciting possibilities the

transition sets the scene for. Eventually, a moment comes in the transition where the "dawn

of insight" occurs: some piece of information is either brought into the system by a

newcomer, or the system is able to see existing information in a new way, and the new

deep structure emerges. Parts of the old with some new strands may then create the new

deep structure. If no new order is found, those with vested interests to keep the old system

intact may act to re-assert the old deep structure.

• Closure comes about when the new deep structure is established and a new equilibrium

formed.

As Gersick points out, these common transition rules are like the rules and statutes governing a

game: they do not determine the outcome of the game, which may turn out to be highly exciting

or mundane and dull, but they decree the conditions by which the game will be played. As with

evolution, there are no guarantees that the deep structure being formed will be successful: in

fact some transitions create change for the worse and leave a system weakened because the

members of the system were unable to break the inertia of the old equilibrium due to inertia,

passivity or fear of loss and failure (ibid.p31).

The ideas about a general transition process in organised systems containing predictable,

defined stages of stasis and change, and the concept of a deep structure which can be

periodically evaluated and amended, have great appeal to the situational context of

generational transition. This is because it is widely accepted that succession is a long-term

process which involves the re-organisation of interdependent relationships in the family,

business and ownership systems. It is easy to see that resistance to any changes being made

to the way people in their structures relate to each other and to the environment is to be
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expected during times when the system is in a state of equilibrium, and that people will be very

unsettled by the uncertainty and emotionality involved in revolutionary change, seeking to get

the system settled back down again as quickly as possible. It is also of value when considering

how the conditions making up the generational context are changing as the system is moving

towards the end of a period of stability towards punctuation. Gersick's theory sits comfortably

with the situations in family businesses where people in the system learn to recognise that they

(and their system) have grown out of the deep structure which was formed a long time ago in

response to an environment which is no longer around. For example, the senior generation in

control may not be able to assert their influence in the structure as effectively any more

because their peers and supporters have left or died and their offspring are now fully fledged

adults, or because new technology is generating information about the performance of the

business that is not deemed to be accessible.

3.3	 The Transition Process in Family Enterprise Systems

Desjardins, Dunn, Gersick and Lansberg (1998) recently applied Gersick's ideas on the

punctuated equilibrium paradigm to a model which would describe the sequence of stages

evident in the transition process when family enterprises change their ownership structure

either from controlling owner to sibling partnership, or from sibling partnership to cousins

consortium (Figure 3.1 below). The model illustrates the work to be done in each stage, and

infers that when the key individuals carry out the work in this order, they have the best chance

of achieving a successful outcome.

Although this was based on experience from the authors' observations and consultations to

many family businesses in transition, no empirical data were presented to support the

conceptualisation. Consequently, it is still the case that little is known about what helps the

individuals to make progress with the tasks associated with these transition stages, and what

factors can prevent the timely completion of the transition process.
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IDisengagement

Dream
Exploratior

Ichoicel

Figure 3.1	 The Transition Process During Developmental Changes in Ownership
(based on Desjardins et.aI., 1998).

This project aims to explore the stages in the transition process in five family businesses as

they go through their generational process: it aims to identify evolutionary and revolutionary

change and the impact of developmental pressures and events on the deep structure and

equilibrium in each system. In particular, it focuses on the TM exploration" period in which each

generation faces specific tasks whose origin lays in their adult psychological developmental

agenda and for which the outcome relies in part on the functioning of the business-owning

family as an emotional unit. Each life-stage in adult development involves the task of building

on the chosen life structure until the transitionary stage at which point the structure is evaluated

and modified or changed if necessary (Levinson, 1978).
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3.4 Ufe Cycle Transitions for Individuals in Business Families

In 1978, Daniel Levinson proposed a theory of adult psychosocial development in The Seasons

of A Man's Life charting the journey taken by men through predicable, time-specific phases of

stability and transition in their life cycle (Figure 3.2). Levinson was of the view that standard

research methods (surveys, questionnaires or structured interviews would not be appropriate

for exploring adult psycho-social development, and chose instead to use Intensive Biographical

Interviewing over a period of ten years so that lives could be examined in greater depth.

LATE ADULT TRANSITION: Age ô6c

Culminating Life
Structure for Middle
Adulthood: —6o

Age o Transition:
50-55

Entr. Life Structure
r .\tiddle Adulthood:

ERA OF LATE

ADULTHOOD: Do—?

'lID-LIFE TRANSITION: Aee.;

Culm:narin Life
,tnicrure ior Fariv
.\dult hood: 5-4t)

. 1t.te o fransition:

Entrt Itte structure
for Eari Adulthood:

ERA OF MIDDLE

ADULTHOOD: 40-4);

:ARLy ADULT TRANSITION: Ae i--::

ERA OF EARLY

ADULTHOOD: 145

ERA OF PRE-
WULTHOOD: 0-22

Figure 3.2	 Developmental Periods in the Adult Life-Cycle (Levinson, 1996, p.18)
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Levinson explained the importance of this research method in relation to the phenomenon of

eras in people's lives, and their increasing awareness of forthcoming milestones:

Most studies of retirement [for example] have used conventional methods... short
interviews or survey questionnaires. They were not designed to tap the deeper, long-
term issues that retirement brings up for people. To get at these issues, one really
needs to do in-depth interviews. Such an approach would reveal that concerns about
retirement actually enter the person's mind much earlier than typically assumed. Of
course, the fact that retirement is an emotionally loaded process also fosters a
tendency to deal with it as an event. This way, we can avoid the anxiety that it stirs up
in all concerned. (Lansberg, 1991, p.63).

The research on men was limited to forty subjects: 10 each of novelists, biologists, executives

and workers. For women, the research was based on 15 women in corporate-financial careers,

15 with academic careers and 15 homemakers. The phases he identified and defined in great

detail constitute the macrostructure of the life cycle. They contain three main eras, early, middle

and late adulthood, each with "its own bio-psycho-social character, and each mak[ing]

its distinctive contribution to the whole" (Levinson, 1996, p17). Within each era, there are three

distinct phases: in the first phase, a life structure is built upon; the second phase is a

transitionary period during which time the choices that were made (about career, work, family,

and social relationships) to construct this era are evaluated and decisions made about whether

to change or amend the life structure for the remaining time in this era; and the final phase is

the culmination of this life structure, when it becomes clear that the next era is approaching and

the life structure must be examined anew.

Levinson built on Carl Jung's work on adult personality development, by thinking about this

over a life-time by examining the concept of the generations identified by Ortega y Gasset

(1933) and defining them in the light of his own findings as "seasons":

childhood, age 0 to 15; youth, 15 to 30, initiation, 30 to 45, dominant, 45 to 60 and
old age, 60^. Collectively, all five generations co-exist at any moment in human society.
Life in each generation is shaped by the particular point in history at which it exists.
Each of us moves overtime from one generation to the next. The generational divisions
thus contribute to the shape of the life cycle, and the potentials in the life cycle affect
the ways in which generational boundaries are drawn (Levinson, 1996, p16).

Levinson also regarded Erik Eiikson's (1950) work as fundamental to the development of his

own thinking. Erikson's theory of personality development contained eight ego stages, each
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appropriate to a specific age segment in the life cycle, and containing opposing tendencies that

must be resolved before the next stage can commence. (Figure 3.3). Stages one to five are

involved with childhood, stage six (Intimacy vs Isolation) begins at the start of young

adulthood. Levinson regards Eriksons' views on stage seven (Generativity vs Stagnation) as

"elusive" (ibid, p17.). This is called the Dominant era in Ortega y Gasset's framework, where

the key task of this era is to relate to the generations of younger adults: i.e. "to educate and

foster them in their initiation period so that they will, in time, be ready to succeed (and perhaps

exceed) their seniors." (ibid.). Levinson describes this stage as Middle Adulthood and stresses

the task for

Jose Ortega y Gasset	 Erik Etikson

• Childhood	 [0-15 yrs]	 • stagesl-4: childhood

• Youth	 [15-30]	 • 5: Identity vs Identity confusion
(entering adult world)	 (adolescence and early adulthood)

• Initiation	 [30-45]	 • 6: Intimacy vs Isolation
(end of early adulthood)	 (20s)

• Dominance	 [45-60]	 • 7: Generativity vs Stagnation
(governs and directs)	 (40)

• Old age	 [60+]	 . 8: Integrity vs Despair
(605)

Source: Levinson, 1978

Figure 3.3 'Sequence of Generations' Theories

people in this stage of developing skills to mentor the younger generation, who will be in their

early adulthood or initiation years.

Levinson completed his study of the developmental journey taken by women just prior to his

death in 1994, and this was published in 1996 as The Seasons in a Woman's Life. Levinson
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was specific about his focus of study and the generalisability of his findings:

In The Seasons of A Man's Life, I presented my own initial map of the developmental
periods in men's lives over the course of early and middle adulthood, from roughly 17
to 65. These periods are not periods in a single aspect of living, such as personality,
cognitive, moral, or career development. They are, rather, periods in the development
of the adult life structure - the underlying pattern or design of a person's life at a given
time. The life structure of a man, I found, evolves through a sequence of alternating
periods, each lasting some five to seven years. A period of building and maintaining a
life structure is followed by a transitional period in which we terminate the existing
structure and move toward a new one that will fully emerge in the ensuing structure
building-maintaining period.
I did not assume that the periods in the life structure development would be the same in
nature and timing for women as for men. As with the eras, however, I made the
surprising discovery that women and men go through the same sequence of periods at
the same ages. (Levinson, 1996, p6).

Levinson's perspective on the profound effect of gender on the lives of men and women is

described using the concept "gender-splitting - a sharp diViSion between feminine and

masculine that permeates every aspect of human life" (ibid.). Levinson was surprised to find

that the sequencing of development in women's lives was the same because so much in the

circumstances of their lives is so different:

.the circumstances of women's lives are very different form those confronting men,
and the timing of many events tends to be different. Women tend to get married a little
earlier. They tend to live longer. If they work, the pattern of their work and career
development occurs with different timing, and so on. We are so used to the idea that
women's lives have a different sequence that it is a surprise that anything should be the
same. (Lansberg, 1991, p67).

In the context of generational transitions, it is important to recognise the developmental

agendas, tasks and challenges that the individuals in each generation face in terms of the

personal work they need to do on their life structure as they move across the generations.

Table 3.1 above showed the nature of the transition changes taking place in the deep structure

of a whole system, when its equilibrium is no longer stable and the strands of the deep

structure are out of alignment either with other strands and I or with the environment.

Levinson's work suggests that whilst this is taking place at the whole system level, at the same

time, all the men and women in the various subsystems are dealing with moving through their

own different stages of a common developmental process at the personal level. This implies

that at a given time in a family business transition, there will be some people at different stages

of readiness and willingness to deal with the inevitablebreak up of the whole system's

equilibrium during the transfer of power, control and authority, depending on whether an
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individual's own life structure is in a structure breaking-phase (transition) or a structure building-

maintaining phase (equilibrium).

Levinson identified that periods of stability were evident when choices were made and built

upon: work was done in the lives of men and women to strengthen the strands they had put in

place in the previous transition, in order to build on the life structure for the next major phase of

their lives. For example, a man in his early twenties in the early adult transition (17-22) makes

tentative choices about his chosen career, social life and love / relationship choice. He starts to

firm up his ideas by developing a Dream about what he would like his life to achieve. The

Dream was found by Levinson to play a powerful role in the key stages of adulthood and was

described as follows:

In its primordial form, the Dream is a vague sense of self-in-adult world. It has the
quality of a vision, an imagined possibility that generates excitement and vitality. At the
start it is poorly articulated and only tenuously connected to reality, although it may
contain concrete images such as winning the Nobel Prize or making the all-star team. II
may take a dramatic form as in the myth of the hero: the great artist, business tycoon,
athletic or intellectual superstar performing magnificent feats and receiving special
honours. It may take mundane forms that are yet inspiring and sustaining: the excellent
craftsman, the husband-father in a certain kind of family, the highly respected member
of one's community.

Whatever the nature of his Dream, a young man has the developmental task of giving it
greater definition and finding ways to live it out. It makes a great difference to his
growth whether his initial life structure is consonant with and infused by the Dream, or
opposed to it. If the Dream remains unconnected to his life, it may simply die, and with
it his sense of aliveness and purpose.. .Though it has its origins in childhood and
adolescence, the Dream is a distinctly adult phenomenon: it takes shape in the Early
Adult Transition [age 17-22] and is gradually integrated within (or in amy cases, is
excluded from) an adult life structure over the course of early adulthood. The novice
phase is the crucial time for establishing the Dream in one's life (Levinson, 1978, pp9l-
93).

For young people entering the family business at the time they are putting together an early life

structure and beginning to form their Dream, a major issue for their future development will be

the extent to which the family business is consonant with the Dream or whether they are unable

to connect with the Dream when working in the family firm. At some point, they will have to

reconcile whether to pursue the Dream, and attempt to re-negotiate their opportunity to do so in

the family business with their parents, or whether to deal with the consequences of fore9orng

the Dream, and settling for less than they had envisaged. When the senior generation enter
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late adulthood (60-65), their developmental task involves re-visiting the Dream to see if they

have been able to achieve any or all of it over their life time. They may have given it up during

the mid-life transition and now feel profound regret. In Enksonian terms, people who feel

satisfied with their lives may look back at the effect or influence their life's work has contributed

and develop a sense of integrity. For those who were unable to make progress with their

Dream and were forced to put it aside (perhaps to deal with other life challenges such as

economic, health and relational issues), their entry into late adulthood may be a painful one,

and may be resisted, holding back the succession (Lansberg, 1991; Lansberg, 1999).

Lansberg (1999, p.155) commented that the central task in Eriksonian development theory was

to deal with the diaIecticaI tension" arising from the need at every juncture to resolve the two

conflicting tendencies at each stage (Intimacy vs. Isolation; Generativity vs. Stagnation;

Integrity vs. Despair). Erikson and Levinson agree that individuals must resolve the specific

dilemmas of each juncture in the developmental cycle in order to complete each stage before

moving on to the next stage of development. Failure tQ do so means that the next stage is

setback and can lead to crisis at the next transition. There are specific tasks at transition times:

The task of a developmental transition is to terminate a time in one's life: to accept the
losses the termination entails; to review and evaluate the past; to decide which aspects
of the past to keep and which to reject; and to consider one's wishes and possibilities
for the future. One is suspended between past and future, and struggling to overcome
the gap that separates them. Much from the past has to be given up - separated from,
cut out of one's life, rejected in anger, renounced in sadness or grief. And there is much
that can be used as a basis for the future. Changes must be anticipated in both self and
world. ..a transitional period comes to an end . . .when the tasks of questioning and
exploring have lost their urgency, when a man makes his crucial commitments and is
ready to start on the tasks of building, living within and enhancing a new life structure
(ibid.p52).

The tasks for each of the life-stages are shown in Table 3.2a and 3.2b below.
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Table 3.2a Junior Generation Male Adult Development Tasks
(based on Davis 1982 and Levinson, 1978)

Junior Generation

Age 25-35 Stage:	 Early Adulthood
Developmental Period:
Entering the Adult World
Tasks: 22-28
Enter the adult world
Novice adult with own home base.
Test initial choices of occupation,
love & peer relationships, values
and life style.
Work towards the Dream.
Create the foundation for a
stable life structure.
Let go of pie-adult world.
Break off "child-parent" stance.
Keep options open
Avoid string commitments
Maximise alternatives.
Practice novice adulthood.

Tasks: 28-33
Age 30 Transition:Changing

the First Life Structure
Work on flaws of provisional life structure.
Create more stable structure with which
to go forward into middle adulthood before
it is too late (by reform or revolution).
Sense whether in crisis (unable to make
reforms) / loss of hope of the dream.
Reaffirm choices or make new choices.
Create second (more permanent) life
structure.

Tasks: 33-40
Settling Down
Attempt to establish a niche in society.
Anchor life more firmly with choices made
Increase competence in chosen field.
Invest in major components of the
structure:
work, family, relationships, leisure)
Realise goals and aspirations.
Work towards the dream: making it
happen.
Work to build a better life.
Work for affirmation of others.
Become fully-fledged adult.
Becoming one's own man.
Culmination of early adulthood.
Erikson: 20-40: Intimacy vs Isolation
Character trait Love

Tasks: 40-45
Mid-life Transition from Early to Middle
Adulthood
Evaluate life structure.
Evaluate suitability for self, workability for
the
world and satisfaction with aspirations for
self.
Reappraise, explore, test choices: create
the basis for a new life if necessary.
Reappraise commitments, ambitions,
passions and illusions of youth.
Attempt to establish a niche in society.
Anchor life more firmly with choices made.
Increase competence in chosen field.
Invest in major components of the
structure:
work, family, relationships, leisure)
Realise goals and aspirations.
Work towards the dream: making it
happen.
Work to build a better life.
Work for affirmation of others.
Become fully-fledged adult.
Becoming one's own man.
Culmination of early adulthood.
Erikson: 20-40: Intimacy vs Isolation
Character trait Love

Tasks: 40-45
Mid-life Transition from Early to Middle
Adulthood
Evaluate life structure.
Evaluate suitability for self, workability for
the
world and satisfaction with aspirations for
self.
Reappraise, explore, test choices: create
the basis for a new life if necessary.
Reappraise commitments, ambitions,
passions and illusions of youth.
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Table 3.2b Senior Generation Male Adult Development Tasks
(based on Davis 1982 and Levinson, 1978)

Senior Generation*

Age 55-65 Stage: Middle - Late Adulthood

Developmental Period:
Culmination of Middle Adulthood

Enkson: Generativity vs Stagnation

Tasks: 55-60
Building a Second Middle Adulthood Structure
Put in place the structures to allow a second "settling down".

Tasks: 60-65
Late Adult Transition
Create the basis for late adulthood:
relationships, work, interests, leisure.

Erikson 40-65: Generativity ye Self Absorption
Character trait: Care

Tasks 65+
Erikson: Integrity vs Despair
Task: Make sense of one's life and look back on it with a sense
of satisfaction. If handled properly:
Character trait: Wisdom

One of the most important developmental tasks is to become more individuated as an adult.

This means creating a boundary between oneself and the world; a strongly individuated person

can become independent and self-generating, and has the confidence and understanding to

have more intense attachments in the world (Levinson, 1978, p195). Kerr and Bowen (1988)

define this independence in terms of differentiation of one's self, or separation of one's self from

one's family of origin. A relatively well differentiated person achieves a balance between the

emotional forces pushing him or her towards "togetherness" or attachment with others, and the

opposing emotional forces pulling them towards their own individuality (Gilbert, 1992, p.12) and

can therefore maintain contact with his or her family of origin, yet feel able to direct their own

life. Erikson called the sixth ego stage "Intimacy vs Isolation" where the task was to integrate

the formation of one's own identity yet attain satisfactory relationships. Levinson described one

of the tasks for such novitiates in the adult world to be the need to loosen their ties to the pre-
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adult world and the pre-adult self. Depending on how much progress is achieved with this task,

young adults may establish a valued identity (strong sense of differentiated self) and become

capable of living with more autonomy. After the novice phase, the opportunity to do this work

closes down in developmental terms until the mid-life transition (age 38-45). This is described

by Levinson as follows:

In this period, a man must modify the early adult self (including, as it does, the baggage
of unresolved problems from childhood and adolescence) and the life structure of the
thirties. Greater individuation is needed if he is to form a life structure more appropriate
for middle adulthood... [This involves] coming to terms with one's own mortality: a man
must learn now, more deeply than was possible before, that his own death is inevitable
and that he and others are capable of great destruction.., each task requires a man to
confront and reintegrate a polarity - that is, a pair of tendencies or states that are
usually experienced as polar opposites... as he becomes more individuated in middle
adulthood, a man can partly overcome the divisions and integrates the polarities
(ibid.pl 96-197.).

The strong sense of urgency during this transition comes from the realisation that having

reached the mid-life years, a temporal milestone has been reached: there are likely to be less

years left than have been lived so far, and the flaws in one's life structure must be reconciled to

strive for satisfaction in the last half of life. The polarities mentioned above to be worked on are

the reconciliation of being Young yet Old, capacities for Destruction and br Creation, assessing

Masculine and Feminine parts of the personality and reconciling the degree of Attachment and

Separateness to one's family of origin. Also, the Dream must be reassessed and decisions

made about whether it can even be partially fulfilled; if not, the task to be rid of the tyranny or

the excessive hold of the Dream and feel less driven to follow it. If it has been attained to some

extent, the general direction it prescribes can be followed (ibid. p331). If this work on

indMduation is not completed to any satisfaction during the mid-life transition, the life structure

for middle adulthood will be flawed and this will make the task harder to achieve when it comes

around again during the late adult transition (60-65) when one has to deal with resolving

(Integrity vs Despair) one's life's work.

Between 22 and 28 there is a period of stability during which the life structure tentatively put

together for early adulthood is tested. Data is collected ,about what works well (these strands

are strengthened) and what does not work well. By the age of 28-32, the tentative structure is

evaluated and the Dream revisited during a period of time in which one is potentially open to
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learning from the data that has been collected, and one has the chance to adjust or change the

strands that are not working. Levinson found that as life goes on, that the choices made during

these transitionary periods becomes ever more critical because time and the opportunity to

effect change to these critical life structure strands is running out. Similarly, a man of 58-62 in

his age 60 transition has the same tasks as in the earlier transitions between eras: he re-

appraises the choices he had made for his middle adulthood and revisits his Dream, this time in

the context of entering the final phase of his life. He may feel reasonably satisfied with his life

structure and what has been achieved, and may therefore enter late adulthood with the

readiness and ability to create a legacy and integrate his learning. Or, he may feel dissatisfied

that he was never able to get the strands in his life structure quite right, and feel despair at the

thought of late adulthood.

For people in family businesses, where the aim of being a family in business together is to have

a high level of control of one's own destiny, the potential exists for Dreams to be surpassed or

to be crushingly disappointing, It is also the place where the destinies of people's lives are

interconnected and often enmeshed. Each individual carries out his or her adult development

work alongside others in their family system, and in a context where family hierarchy and

executive seniority put power and influence in the hands of the senior generation. In the context

of adult development theory, whether power and influence can be transferred in a timely

manner fundamentally depends on how well attuned each generation is to its adult

development agenda. A father in his mid 60s who is in denial of late adulthood is unlikely to

create sufficient developmental space for his offspring, who may be facing their mid life

transition and be worried about whether it may be too late to achieve their Dream or have a

satisfactory career in the family business. Collectively, the family and its members as a

functioning unit also go through defined life-cycle stages (Carter and McGoldrick, 1989. p15)

(Figure 3.4). For families undertaking generational transitions in their businesses, this means

that there are also collective tasks associated with the parents' ability to launch their children

and move on (re-negotiating the marital relationship and coming to terms with relatln9 to their

children in adults-adult interactions), and the junior generation's ability to leave home and form

significant relationships with partners (establishing one's self and achieving financial
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Family Life Cycle	 Emotional Process	 Second-Order Changes in Family Status Required to
Stage	 of Transition: Key	 Proceed Developmentally

Principles

I Leaving home:	 Accepting	 a. Differentiation of self in relation to family of origin
Single young adults emotional ana 	 b. Development of intimate peer relationships

financial	 c. Establishment of self re work and financial
responsibUity for	 independence
self

2. The joining of	 Commitment to new a. Formation of marital system
families through	 system	 b. Realignment of relationshios with extenced families
marriage: The new	 and frienos to include spouse
couple

3. Families with young Accepting new	 a. Adjusting marital system to make soace for
children	 members into the	 child(ren)

system	 b. Joining in childrearing, financial, and household
tasks

c. Realignment of relationshios with extended family
to include parenting and grandparenting roles

4. Families with
adolescents

5. Launching children
arid moving on

Increasing flexioilitv a. Shifting of parent child relationships to permit
of family	 adolescent to move in and out of system
boundaries to	 b. Refocus on midlife marital and career ,ssues
include children s 	 c. Beginning shift toward joint caring for older
independence and	 generation
grandparents
frailties

Accepting a	 a. Renegotiation of mantal system as a dyed
multitude of exits 	 b. Development of adult to adult relationships
from and entries 	 between grown children and their parents.
into the family	 c. Realignment of relationships to include in-laws ana
system	 grandchildren

d. Dealing with disabilities and death of parents
(grandparents)

3. Families in later life Acceoting the 	 a. Maintaining own and/or cou ple functioning and
shifting of	 interests in face of physiological decline:
generational roies	 exoloration of new familial and social role ooflons

b. Support for a more central role of middle
generation.

c. Making room in the system for the wisdom and
experience ot the elderly, supporting the older
generation without overfunctioning for them

d. Dealing with loss of spouse, siblings, and other
peers and preparation for own death. Life review
and integration

Figure 3.4 The Stages of the Family Life-Cycle (Carter and McGoldrick, I 989,p.I 5)

independence, and commitment to a new relationship system involving the adjustments made

for children). The task environment for people in the family subsystem involves the adjustment

of structures in individual, dyadic and triadic relationship systems, interwoven with the realities
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of the need of a business organisation to address its power, authority and governance

structures to facilitate these changes.

3.6 The Intersection of Individual, Generational and Family Life-Cycles.

The situational context of generational transitions involves a number of different transitions

taking place simultaneously. Only one notable study has been carried out in the family business

context on the intersect between specific developmental life-stages taking place in the family

business system. In 1982, Davis used the survey technique to apply the adult development

life-cycle model to a sample of 89 father-son dyads by mapping the intersect between life-

stages of fathers and sons. He concluded that when the phases of stability and transition for

each generation are congruent, both parties enjoy a more respectful and productive working

relationship.

Based on his findings, Davis was able to model periods of time during which father - son

dyads with certain age configurations can expect to experience poor, moderate or good quality

in their working relationships. 'Poor' and 'moderate' quality is indicative of increasing anxiety

between the pairs and 'good' indicates workable levels of anxiety. Each relationship affects the

other as hypothesised using Levinson's and others' life-stage models, and therefore leads to

the predictable generating and shifting of anxiety between the parties,

...the period when the father is in his fifties and the son is between his mid-twenties to
mid-thirties is a relatively good one...compatibility in this period seems due to the
father's willingness to teach, support, and promote his son and to the son's eagerness
to grow and his not threatening the father at this time;

by contrast:

...When the father is in his sixties and the son is in his mid to late thirties some tension
between them can be expected, because the two cannot have what they are likely to
want from the relationship. The son wants to continue to grow and as he nears forty his
need to be on his own and achieve his personal goals becomes very pressing. But by
this time in his career in the typical smaller company he cannot satisfy his need for
independence with his father still in charge. If the father did not have his own need to
demonstrate his vitality in this period, some mutual accommodation might be found.
Instead, what often ensues is a fight for control of the firm (ibid. p173-4).

The findings are summarised in Table 3.3 below.
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Table 3.3 Fathers' and Sons' Quality of Work Relationship by Age (Davis 1982)

Period	 Quality	 Developmental Periods
Sons	 Fathers

A
S: 15-27	 Mixed	 Entering Eaily Adulthood
F: 45-53	 Poor	 Entering Middle Adulthood
B
S: 25-36	 Good	 Early Adulthood Transition
F: 47-62	 Good	 Mid-End of Middle Adulthood
C
S: 30-40	 Poor	 Settling Down - Mid Life Transition
F: 58-75	 Poor	 Entering Late Adulthood
E
S: 38-55	 Good	 Mid-Life Transition - Middle Adulthood
F: 66-80	 Good	 Late Adult Transition
E
5: 43-54	 Poor	 Entering Middle Adulthood
F: 71-79	 Poor	 Late Adulthood

The consequences of delayed individual development in next-generation family members is a

theme widely reported in the family business literature. Whilst the family business can be a fast

track to independence through accelerated career pathing and increased income and I or

status, working with parents can prolong the period of separating or individuation from the

family of origin and becoming one's own person. Kaye (1996) presents certain cases in which

the family business can be conceptualised as the medium (a "sickness") used by dysfunctional

families to enable their process addiction; in such cases, normal individual and family

development, especially individuation, is inhibited to serve the self interests of "addicted"

parents. Rothstein (1994) reports that some family members never succeed in emancipating

themselves, remaining as grown up children in their parents' home forever. Many are

ambivalent about independence, longing to be self-sufficient, resenting those on whom they

depend yet reluctant to trade the security and comforts of continued dependence for the

uncertainty and responsibilities of independence.

Davis's work describes how progress with the basic life-stage developmental tasks that fathers

and sons are working on is normally (to the extent that it is predicable) a source of greater or

lesser anxiety depending on which life stage intersects are being expenenced. What is clear,

however, is that the younger generation have many developmental tasks to deal with and do
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not have the experience of age on which to draw for the creation of life structures as the senior

generation do with their tasks. If there are also unfinished tasks from previous adult

development transitions to be dealt with by either party, then it is reasonable to expect anxiety

to be even more intense around these coincidental individual-family-ownership-business

transitions. Davis also reported that fathers are less sensitive and more positive about

interactions than their sons, again illustrating the reciprocal nature of systemic behaviour.

Fathers have a lot less going on developmentally and have more maturity to draw upon than

sons, and being closer to achieving wisdom may appear to be less sensitive to the enormity of

the challenge felt by younger men. Alternatively, younger men may be sensitised through being

unaware that this is typical behaviour of older men (ibid., p176).

Davis concludes that what is predicable can be planned for:

"the more the father and son realise that their needs will change overtime, and that
their expectations in the relationship must also change, the less they will blame each
other personally for incompatibilities" (p181).

In Bowenian terms, the better differentiated dyads will sense that their reactivity to each other

signals change and will creates ways and means to help with the change process. Lansberg

and Astrachan (1994), Seymour (1992) and Lansberg (1999) have suggested from theirwork

on owner-manager and successor relationships that this is a critical determinant for a

successful succession outcome. Improving the work relationship could involve the use of

mentors or other respected outsiders who are responsibly triangled-in by each to be neutral

sources of calming support to guide each of the pairs.

Levinson's focus was clearly on the experiences of individuals, and Davis's focus was on the

dyad relationship. One of the limitations of the survey method used by Davis is that it can not

provide the depth and richness of data required to understand how indMduals experience the

need to make shifts in their life structure. This research therefore aimed to build on Davis's

survey work by taking a holistic, qualitative and longitudinal approach to explore the impact of

adult development life stages on transition activity.
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3.6 Life Cycles in Organisations

Section 2.4.3.2 above described the structural context of the business system in terms of the

degree of complexity faced by the organisation as it grows. The situational context in an

organisation refers to the stage (and related structures) in the life cycle that the business is

moving from as it develops, and the stage (with different structural requirements) that it is

moving towards.

Hershon (1975) and Ward (1987) examined the organisational life cycle in terms of the

changes taking place in the infrastructure of the business to accommodate the growth in

activity. They describe a gradual evolution through a sequence of phases, referring to Pattern A

or Early Stage development based around the "one man show" Vard, p29), Middle Stage or

Pattern B (Collaborative Management) and Late Stage or Pattern C (Collective Management).

The changing role of the owner(s)-in-management is important as these stages of organisation

development are reached, because hands-on involvement and centrality in all decision making

is expected to lessen as the organisation matures. Fewer operational decisions are expected to

be taken by the owner(s)-in-management in the later stages, when their attention is thought to

be on control over the strategic decisions. In the particular case of the family enterprise where,

as Hershon described, the family tends to make its mark on the organisational milieu of the

family firm, Ward identified the life-cycle of the business owner, in terms of the influence of their

personality arid dimensions of their character which affect their management skills, their

leadership style and their motivations (VVard, p.36). This is important in family enterprises,

where the tenure of chief executives is known to be much longer (on average twenty to thirty

years in the US (ibid.), the UK (Stoy Hayward, 1989), and Scotland (Dunn, 1995)). Since the

average tenure of a chief executive in a non-family business is four to six years (Stoy Hayward,

1989), it should be expected that chief executives in a family enterprises may go through

numerous early and middle adulthood life-stages, and possibly two cross-era transitions dunng

their tenure in office and ownership. Ward describes the relationship between chief executives

and their companies as "intricate" and symbiotic" so it is likely that the business will be affected
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by the likelihood of changes taking place in the values and personality of the chief executive

over their life-cycle.

One of the most detailed theoretical descriptions of the life cycle of organisation was presented

by Greiner in 1972. Greiner proposed that organisations go through defined periods of

evolution, defined as prolonged periods of growth where no major upheaval occurs in

organisational practices. Evolutionary times are regarded as quieter periods, in which only

modest adjustments appear necessary for maintaining growth under the same pattern of

management. If the business continues to grow, each evolutionary period sows the seeds of a

phase of revolution, defined as periods of substantial turmoil in organisation life. Revolutionary

times typically contain a serious upheaval of management practices. These may have been

suitable for a smaller size and earlier time, but during revolutionary times, frustrated top

managers and disillusioned lower level managers scrutinise the effectiveness of current

management practices and push for change. Firms who are unable to shake off the old

practices and effect major organisation change are likely to fold, or to level off their growth

rates. Greiner (1972) and Ward (1987) both point out that the speed at which an organisation

grows is a function of the industry life cycle in which it competes (Porter, 1980) and of the life

cycle of its products and services (Kotler, 1976). Figure 3.5 illustrates Greiner's theory of the

phases of evolution and revolution undertaken as the organisation grows.

It is important to note that although the terms and general sense of evolution and revolution are

used by Greiner in relation to organisations and by Gersick (1991) in her analysis of the

punctuated equilibrium theory of revolutionary change in systems development, the terms are

conceptually different and should not be used interchangeably. Greiner does not elaborate on

the nature of organisation practices other than describing in broad terms what changes during

revolutionary periods. Whether the strands of the deep structure of the organisation are

affected and the equilibrium is broken down and recreated is not known. Gersick (1991, p.14)

describes Tushman and Romanelli's departure from stage theories since organisations in their

view get to their respective strategic orientations through different patterns of convergence and
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Figure 3.5	 Greiner's theory of evolutionary and revolutionary growth
(Greiner, 1972)

reorientation, rather than through stanoard stages of develooment. It is not clear, therefore.

whether Greiner's revolutionary periods would be regarded as lurbulence" under the

punctuated equilibrium model, or wnether the aeep structure is re-created. However. Grelners

general description is useful for relating to the life cycle of organisations when considered in

temis of the need for management and organisational practices to be changed. and has been
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used for this purpose in the present research project. The firms studied all classified

themselves at the start of the research as undertaking growth and expansion and were typically

facing, in Greinerean terms, the crisis of leadership, growth through direction and crisis of

autonomy stages pertaining to the shift from phase one to phase two (CreatMty to Direction),

and from phase two to three (Direction to Delegation).

3.7	 The tasks associated with changing governance archetypes during transitions
in the life cycle of the family enterprise system

Since Greiner's work was published, writers in the family business field have developed the

concept of the family business life-cycle cycle. Gersick et.al ., (1997) expanded upon Ward's

(1987) earlier work on family business continuity by incorporating the adult development

agenda into the concept of continuity of a whole family enterprise system. The developmental

model, described in Section 2.4.2 above is shown in Figure 3.6 below. It has been adapted to

illustrate the loci of the multiple, coincidental transitions underway in each of the three

subsystems when the whole system is going through a generational transition. It makes evident

the complexity of the task environment during generational transitions, when the many levels of

structural, personal and subsystem development activities that take place are considered

together. Each of the subsystem transitions, represented in the diagram in the form of hatched

boxes, entails work being carried out in the periods before, during and after the transition in

which the equilibrium and deep structure-building and breaking processes are carried out.

Aronoff and Ward (1996), Gersick et.al., (1997) and Lansberg (1999) advocate there being a

working, tested set of governance processes in place prior to the transition (namely the

mechanisms for co-ordinating the control and direction of the three subsystems and thereby, of

the whole family enterprise system), so that the changes taking place in the archetypal

structure governing the business can be carned out as seamlessly as possible. The system is

re-designing itself, and it needs to have a working infrastructure in place to guide and contain

the process of re-design until the new structure has been tested and is embedded.
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As described above, it is generally accepted that the three main ownership structures to be

found in family enterprises so influence the structure, operations and culture of the firm that

they are regarded as key governance archetypes in the family business universe. At the

beginning of this chapter, Hollander (1983) suggested that from the perspective of a systems

framework, succession is a piece of the management work requires planning and thought and

action. It is evident that the "work" or tasks to be managed by the relevant people in the system

is in the service of re-structuring the whole system from one governance archetype to another

during evolutionary transitions, and to sustain and strengthen the existing governance

archetype during recycle transitions.

Figure 3.4	 Loci of Developmental Transitions in Family, Business and Ownership
Subsystems (Adapted from Gersick etal., 1997, p.17).

3.7.1 Tasks for the Entrepreneur to Restructure the System

To understand the nature of the task environment facing those in the family enterprise system,

it is important to consider what restructuring means for the whole system and its constituent

parts. Poza (1989, pp.102-4), describes the objective of restructuring in growth-oriented family

business systems as being to increase the yield (or value-added capability) of the system under
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conditions of strategic change. This yield is significantly reduced by "waste", as happens for

example when organisational and family structures that are not designed to promote growth are

allowed to exist. When the form of the organisation is allowed to be out of alignment with its

strategy or function, waste is generated in terms of human energy and financial resources.

Poza explains that the task of restructuring the family enterprise system goes beyond

"tinkering" with organisation charts: it ultimately affects the organisation's will to grow:

It may involve altering the structure or hierarchy of the family by, for example, naming
the youngest sibling president of the company, because of his/her competence and
zeal. It also involves the softer, more dynamic side of the organisation: the culture of
the firm, the capability of its human resources, the problem solving skills of the family
and business systems, the communication and information practices followed, and the
mechanisms for board review and business generation (ibid., p103).

Ward (1987) also examined the management work required when undertaking generational

transitions in order to mobilise the whole system for transition and growth. Ward and Poza

agree on the pivotal role of the entrepreneur! controlling owner when preparing the system for

transition and ensuring the work is carried out. The work itself entails making sure the strategy

is right for the future, and since the organisation's form affects its function, it also involves

making sure the structure of the firm can deliver its strategy. It requires the entrepreneur to

promote and encourage problem-solving, to educate and develop employees, to influence the

culture in this direction and manage the transition. Finally, it means the entrepreneur has to

make sure the board is monitoring the sources and use of capital in the firm. Beckhard and

Pritchard (1992, p50) point out that these tasks require a shift in the mind of the leader from

being preoccupied with what he or she should do, to what he or she should know.

Ward (1987, p38) elaborates on this in his discussion of the limitations of entrepreneurship

skills (which were appropriate for the Start Up phase) when the family business system is

moving along its life-cycle towards the Expansion and Formalisation stage. He found that there

are three traits required to be present in some form that allow entrepreneurs to overcome the

typical limitations of their skills. The first trait was to have a strong enough growth strategy in

place which, by default, attracted good people into senior positions to share the load arid bong

complementary capabilities. Secondly, entrepreneurs who were able to get beyond the Start-Up

stage had an enthusiasm for problem solving and decision making. "Improving the business
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was seen as the "mark of a well-rounded manager, not a bold inventor" (ibid.). Finally, they had

a philosophy of management pertaining to what it was that they were "entrepreneuring" (Vvard,

1996), in terms of a legacy of better of ways of managing, motivating, orto achieve some

religious or social purpose. The right conditions under which the whole family enterprise system

can be mobilised for restructuring require these three traits. If they are not present, the tasks

may not be completed for very practical reasons: no-one else can be found to replace some or

all of what the entrepreneur does, and therefore the process of transferring what he or she

knows can not take place. Eventually, the effect of ageing and of having too high a work load

for too long means the entrepreneur loses the will to grow the business and settles for a quieter

life.

Lansberg (1999, p. 283) also argues that a change in the governance archetype of a family

enterprise system requires installing very different approaches to the exercise of leadership and

authority. Changing the governance structure moves the family undertaking the transition out of

its rea!m of experience for organising leadership and authority:

.their experience has not taught them how to make the new form work. Nor are they
equipped to assess the evidence of whether a given business form is feasible for their
family... even in "recycles" [where the seniors' roadmap does provide some direction
based on experience] the next generation will inevitably face changed circumstances.
Every family must be able to look ahead and picture how their leadership and
governance structures will work when, for example, more of their members are involved
in the business, or economic circumstances change dramatically, or products reach the
mature stages of their life cycles.

3.7.2 Tasks & Issues for Restructuring the Governance System Archetypes.

Ward, (1987); Aronoff and Ward (1992a), (1992b) and (1996); Aronoff, Astrachan, Mendoza

and Ward (1997); Gersick et; al., (1997) and Lansberg (1999) have examined the tasks to be

managed during generational transitions in which the family enterprise is to be governed under

the specific governance structures (controlling owner (CO), sibling partnership (SP) and cousin

consortium (CC). These have been compiled and summarised in Table 3.4a 3.4b and 3.4c

respectively. The tables show that the same tasks are to be addressed during all three types of

generational transition, and shows how the tasks become increasingly more complex as the

family enterprise system evolves. After each stage, as more people enter the family enterprise
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Table 3.4a	 Tasks & Issues Associated With Changing Governance Archetypes
Controlling Ownership Recycle Transition

Structure	 Tasks	 Issues

CO-CO	 Select successor	 If more than one sibling, avoid inflating rivalries
Recycle	 by setting up a 'horse race"; also

Deciding on leadership model: in CO one & only
one sibling to be dominant leader & prominent owner
How to create conditions to support a CO despite
family tensions over "winner takes all".
Avoid putting selection off: makes competition fiercer
Avoid favouritism or bias clouding judgement
Can parents choose amongst offspring? Can they
provide real tests to overcome protection from failure?

Assess risk:	 Family's store & fortune depends on the talent,
Acumen & emotional maturity of one person

Avoid Abuses of Power
Concentration of ownership control risks abuse of
power
Balancing unitary control with input from stakeholders

Capitalisation of the Business
securing adequate capital for growth I regeneration

Dividing the parents' estate: if amongst siblings with CO leader
Parents may feel forced to share equity
Creating minority shareholders changes the way the
company is run: leader accountable to owners;
Leader has no experience of minority shareholders:
may regard them as nuisenses or intruders
New CO may expect independence without
accountability; minority rights may be asserted
Careers & inheritances are locked in
Creates a forced interdependence (SP with CO
structure)

Set up Redemption Fund
New owners to have a buy-out agreement & funds
in place to prevent lock-ins

Choose & prepare for next ownership structure

Essential Conditions:
Parent - Offspring Relationship

A strong parent - successor relationship to cope with
inevitable tensions during the transition

Work experience	 for successor outside the family business
Social relationship	 Senior & junior enjoy a relationship outside work
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Why Choose a SP? SPs chosen by parents as a last resort tend to fail
Is SP being chosen to avoid choosing a leader?
Can siblings manage the rivalries carried over to
adulthood?
Is SP chosen as a reaction to try to counteract the
natural forces for the family to spread & move away?
Will it suffocate the siblings: will it allow them to
achieve their independence?
Can parents enlist help to asses leadership capability?
Is SP chosen for tax or estate planning purposes?
What evidence is there of siblings' strong commitment
to collaborating?
Are fraternal relationships between partners-to-be
robust and congenial?
Is there an even distribution of complementary skills
and talents?
Is there enough of a Shared Dream amongst their
hopes and aspirations?
Can they cope with interdependence - share the credit
for success & the blame for failure?
Is there a clear division of labour, and agreement on
titles, co-ordination of activities
Can the siblings find ways to manage rivalries and
conflicts in their business relationships?
Have they an institutionalised mechanisms for
resolving conflict?
Is there a sense of humour to smooth tensions?
Can the siblings agree to a leadership model:
consensus (all equal); first-among equals, or pseudo-
parental (replacement parent)
Can the group handle strains emerging from a ulead
sibling" taking over ?(a primus inter pares)
Can the partners counteract divide and conquer
strategies, as well as the outside world's bias against
shared leadership?

Minority & non-working owners
Can the siblings in the business deal with there being
non-working owners in the shareholding?

Controls over capital Are there adequate controls for diverse interests: more
family owners, workers, growth, re-investment

Extended family:	 Are relationships with in-laws managed effectively?

Collaboration

Leadership model:

Table 3.4b
	

Tasks & Issues Associated With Changing Governance Structures
Controlling Owner to Sibling Partnership Transition

Structure
	

Tasks
	

Issues

Co-SP

Essential Conditions

Redemption & exit plan with pricing & terms to prevent lock-ins of
inheritances

Independent outside board : as a forum for debate and testing by neutral
advisers

Siblings' code of conduct agreement on decision making process, conflict
resolution, dealing with press & outside world, open &
ethical conduct, how to treat each other.
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Table 3.2b continued
Tasks & Issues Associated With Changing Governance Structures
Controlling Owner to Sibling Partnership

Structure	 Tasks	 Issues

CO-SP	 Essential Conditions (Cont'd)

Proven success at conflict resolution
to prove to parents that issues can be resolved without
their intervention

Experience with open disclosure
al know present & past salary, perks, parental support
& gifts.

Future compensation policy: process for deciding future salaries, perks,
dMdends; to audit perks; for financial relationships
with the business & each other.

Completed, known estate plans: security for spouses and intentions for
ownership transfer known.

Participation agreements: policies for who can own I how to a sell stock and
for family I extended family entry to employment.

Comfort with outside advisers: all siblings have good personal relationships
with important advisers & consultants

Consensus on the future of key non family execs:
All respect non-family who make the business

succeed
Shared sense of purpose:	 to accept the duties and burdens of

ownership; shares concept of continuity
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Tasks
	

Issues

Siblings (seniors) may wish to re-create the
SP (as the model they know). Unrealistic of
siblings to expect "team" model for division of
labour and collaboration to work.
Siblings may oppose the formality and
bureaucracy required for CC.
Critical mass needed in firm to sustain CC
needs as livelihoods & branches may depend
on firm

Choosing the CC Model

Table 3.2c

Structure

S P-CC

Tasks & Issues Associated With Changing Governance Structures
Sibling Partnership to Cousin Consortium Transition

Essential Conditions
Creating structures
	

Institutional structures needed to manage
For inherent complexity 	 complexity of CC

Creating a Culture of Formality:
Institutionalised Structure for Business,
Ownership & Family:
Independent board required for decision
making & resoMng major issues.
Owners' forum required for discussion of
shareholders' issues.
Family Council required for family to express
their rights.
Explicit goals, policies, procedures, forums,
written constitutions
People trained to function within formal,
legalistic culture.
Engendering respect for different roles in and
out of the business

Creating a Clan Mentality 	 Cousins (juniors) do not share a common
upbringing, values and attitudes. Clan
mentality (rather than extended family)
needed to overcome branch politics

Maintaining a Balance of Power A system for maintaining balance of power
among sibling branches:
Transfer of shares from siblings to cousins re-
defines power structure
Equal power / representation per branch?
Unequal distribution depending on sizes of
branches?
How to transfer stock: by stirpes (unequal
division means unequal influence amongst
cousins) or by equalising stock amongst
cousins (may give one branch a lead)
Can siblings discuss their ownership transfer
plans? (i.e. is there enough trust?)
Can family members separate ownership
control from management?
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Table 3.2c cont'd
Tasks & Issues Associated With Changing Governance Structures
Sibling Partnership to Cousin Consortium Transition

Structure	 Tasks	 Issues

Minority & Non-Working Shareholders
Minority shareholder rights increase
complexity of the enterprise.
Redemption Fund and Buy-out Agreement
to allow family members to pursue careers &
investments elsewhere

Leadership Model and Selection
Seniors must be open to discuss & assess
each others' children
Role of the independent board in selection.

Changes in Relationships
Inevitable differentials in wealth, income,
create branch rivalries
Conflict over business issues personalised
"Inner sanctum" vs exclusion felt by those not
working in the business.
Disillusionment in young cousins: large age
range means younger cousins can be
disadvantaged
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system, and as the business itself becomes more complex, the relatively informal means of

governing (controlling and directing) the system that worked during the founder's tenure

becomes obsolete. The family enterprise system is then challenged, by means of the transition

process, to re-design itself and come up with a more effective means of governing itself. If the

controlling family can recognise this, and can dismantle and re-create its deep structure, new

ways and means of governing the system are tested and taken up. If they are unable to do this,

and persist with the old equilibrium, sooner or later the system will be unable to continue to

exchange resources with the environment in the way it has in the past, and the system will

break down. The table also shows that the essential conditions required for successful

adoption of each governance archetype is the presence of formal structure, appropriate to the

level of complexity in the family enterprise system. The first transition, (CO-SP) challenges the

family enterprise system to change, for the first time, the way it has arranged its power,

hierarchy and authority structures and relationships. It challenges the founder(s) to forego

unitary control and give their blessing to shared control, which is a significant departure from

what they know to have worked in the past. The second transition in the developmental model

challenges the sibling in control to forego what they know to have been workable in their

tenure, and give their blessing to the creation of a democratic constitution held together by a

different "glue" (complex and integrated structures, formality and bureaucracy) to the glue that

held their regime together (shared values, a common experience of upbringing closeness to the

founder(s). These are significant challenges facing the family enterprise system and its

constituents at each juncture.

3.8 Conclusion

The aim of this research project is to identify the respective life stages in individuals,

subsystems and whole systems in five family business transitions. It is also to follow the

activities taking place in these systems over time in order to assess their ability to deal with

their coinciding transitions and to deal with the primary task of getting through the generational

transition.
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The previous chapter described two of the three key dimensions of the succession context: the

emotional dimension and the structural dimension. The chapter has taken a macro approach to

examine the third key dimension: the situational dimension of the context for generational

transition faced by family enterprise systems.

The complexity of the structural dimension was deconstructed to reveal its components. It was

shown to involve consideration of what stage in the life cycle of the whole system was being

completed, and that certain conditions in the environment can assist the system and its

constituent subsystems in its move towards the next stage in its life cycle. It also showed that at

the same time that the family enterprise system as an entity is engaged in its transition process,

each of its constituent parts (the subsystems and the individuals within them) in turn have their

own life cycles to go through containing work to be done on moving through their own defined

stages and on the transitions between stages.

In this project, the families in the case studies contained senior generation members with

couples between 58-65 and junior generation members with siblings between 28-42. This leads

the focus of enquiry in the junior generation towards the tasks of the three distinct life-stages.

The first is the "age 30 transition", regarded as the mid-point of early adulthood, when the early

life structure is examined. The second is the "settling down" period between 32-38 when the

final structure for early adulthood is built upon and strengthened. The final stage is the "mid-life

transition", regarded as the mid-point of life, when the suitability of the life structure for middle

adulthood is seriously evaluated. For the senior generation, the focus of enquiry is on two

distinct life-stages. The first is the culmination of middle adulthood", taking place between 55-

60, the time during which the structure created for middle adulthood is strengthened and

capitalised upon. The second distinct stage for the senior generation is the late adult transition

when the life structure must be assessed for facing late adulthood: the final season of life.

The whole family enterprise system is organised by a governance archetype which itself

undergoes change during the generational transition. The form of governance which organises,

controls and directs the whole system is either adjusted (during re-cycle transitions), or is
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fundamentally re-organised during evolutionary transitions. In the latter transitions, the whole

system evolves to a more complex form of governance archetype, such as the shift from

controlling owner to sibling partnership, or from sibling partnership to cousin consortium.

A framework for research was constructed as the outcome of this literature review (Figure 2.2,

p.13) and to guide the research design. The following chapter describes the research design

and the methods employed to explore the context of generational transitions in five case study

firms.
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CHAPTER FOUR

RESEARCH METHODS

4.1 Introduction

The aim of this research is to examine the ability of business-owning families to manage issues

and tasks arising form the context of their generational transition, It is specifically concerned

with the influence of developmental and emotional factors on the management of these tasks at

the level of the whole family enterprise system, and within the subsystems it contains. The

approach used in the research was inductive and employed the multiple case study method.

This involved the use of in-depth interviews with the people who occupy constituent roles in the

family business systems under observation. Data analysis used a grounded theory approach to

the case study material. This chapter starts by outlining the methodological issues to be

considered for such a research approach, and the broader research framework on which the

study is based. It then describes the specific methods used for data collection and analysis.

4.2 Theoretical Underpinnings for Multiple Case Studies

The key research question: uhow do family relationship dynamics impact upon a family's ability

to make progress with the tasks necessary for generational transition in their family enterprise?"

intrigued the researcher long before doctoral research was envisaged. The experience of

entering these systems as a researcher, educator and consultant had led to an interest in the

complexity of these systems, and in the types of methodological approaches available and

suited to the study of this complexity. The positivistic approach to research design uses

quantitative methods on a representative sample so that the results can be generalised.

However, this comes at the expense of depth and richness of the data gathered, and since this

enquiry expected to probe personal and emotional matters developing in the lives of people

associated with family businesses, the positivistic approach was not regarded as suitable. The

phenomenological approach to research design uses qualitative methods that typically

generate voluminous research data in depth about a much smaller population of family social
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systems. Confidence in the generalisability of the findings in projects with much smaller sample

sizes can be assured if the theory emerging from the study is shown to be grounded in the data

selected, and if the sample selected for the study contained sufficient scope for variation.

The qualitative approach was appropriate for a number of other reasons: the researcher's prior

experience and pre-understanding created a desire to carry out exploratory work in what is

typically a messy area emanating from the overlap between family, ownership and business

sub-systems and the fact that each sub-system has its own evolving life cycle. Also, prior

familiarity with the literature and other secondary sources relating to family business research

and practice had created a degree of theoretical sensitivity (Strauss and Corbin, 1990, p 75).

It was anticipated and expected that what was really going on in these systems would be found

under the surface as opposed to what was presented for observation. Hollander (1983) and

Crampton (1994) in their doctoral work both used a single case study approach in which the

business-owning family was their unit of analysis. This greatly influenced the choice of method

for this project because their methods demonstrated both the breadth of perspective and the

depth of detailed enquiry required when studying a complex living, evolving system. Each of

their cases contained an important story to be told offering lessons, theory and research

methods to others who may be encountering the challenges of living through or researching

similar stages in the overlapping life-cycles of family, business and ownership.

Davis's (1982) study of the influence of life-stage on father-son work relationships in family

companies, which tested Daniel Levinson's (1978) theory of male adult development, was

another major influence for this project. Davis used the survey method to explore three different

intersects of fathers' and sons' life stages, and to assess the quality of the work relationship at

these intersects. Respondents in his study used self-reports to describe the factors that, in their

view, were making the relationship work well or with difficulty. This was the first piece of work in

which adult development theory was explored in the specific context of family enterprises, and
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was regarded as seminal in the newly-emerging academic study of family firms. However,

Davis cautioned against the use of retrospective reports in future research designs because

distortions were created in the data (Davis, 1982, p181). He found that the survey method did

not agree with one of Levinson's most robust findings about the very specific age ranges

pertaining to each life-stage and to each transition period. Levinson's view was that this was an

effect of using quantitative methods that were not suited to this work because they can not

accurately report on the process that individuals go through when, during times of transition,

they assess the quality of their lives and the choices they have made. Gersick (1999, personal

communication) reported that in Levinson's view "a longitudinal approach to data collection -

such as a series of in-depth interviews - was far more likely to uncover the moment at which

individuals make decisions about their lives, and to follow the process of self-exploration taking

place". Davis also suggested that future work should focus on the influence of other variables

on the father-son work relationship such as the generational values of the men, the son's birth

order, and the influence of other family members in and out of management (ibid.). This project

aims to build on the prior case study research and on Davis's work and research

recommendations. To this end, a systems approach is used to conceptualise the business-

owning family as the unit of analysis, and multiple case studies are used involving in-depth

interviews as the preferred method to overcome the limitations of data collection found in the

survey method.

A final reason for choosing a qualitative approach was the researcher's desire for personal and

professional growth to be an outcome of the research experience. It was clear that a better

understanding would be gained of these organic, dynamic systems; that improved interviewing

and analytical skills would be developed as a consequence of going into these firms and their

constituent systems and by becoming a part of their world as they went through their transition

periods.
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The case study approach was chosen from amongst the techniques generally used in

qualitative work rather than ethnography, life histories, participant observation or other

approaches. PlatL describes the case study as an approach beginning with "a logic of design...

a strategy to be followed when circumstances and research problems are appropriate rather

than an ideological commitment to be followed whatever the circumstances." (Platt, 1992a in

Yin, 1994, p12). This strategy is defined as "an all-encompassing method - with the logic of

design incorporating specific technical approaches to data collection and data analysis" (ibid.

p13). Platt defines the case study as an empirical enquiry which

• "investigates a contemporary phenomenon within its real-life context, especially when

• the boundaries between phenomenon and context are not clearly evident" (ibid.)

Other research methods strive to separate out phenomenon from context and to control the

context of the experiment by focussing on only a few variables. A case study enquiry, however,

• "has a distinct advantage.. .when a "how" or "why" question is being asked about a

contemporary set of events over which the investigator has little or no control" (ibid.)

[itI "copes with the technically distinctive situation in which there will be many more

variables of interest than data points, and as one result

• relies on multiple sources of evidence, with data needing to converge in a triangulating

fashion, and as another result

• benefits from the prior development of theoretical propositions to guide data collection and

analysis" (ibid. p13).

The case study approach therefore offers a means of uncovering the nature of the experiences

taking place in family enterprise systems as they go through the process of generational

transition. A case study can consist of description and analysis of a single person, event,

institution or community... [including] inferences, intuition, fact and synthesis. Further, it allows

for generation of hypotheses to be tested in later research and of new ideas [and] is designed

for use in areas where there is little pre-existing knowledge" (Hollander, 1983, p65). There has

been a paucity of work in the field of family business in which the context of both emotional and
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developmental influences is examined to assess their impact on progress being made by

families-in-business during generational transitions. Hence the most suitable form of research

design to address this gap in the knowledge was a multiple case study approach.

4.2.1 Design Tests for Multiple Case Studies: Validity, Reliability and Generalisability

Generalisability:

Yin (1994, p9) described the traditional prejudices against a case study research strategy,

listing these as: a potential for lack of rigour and bias to creep into the investigator's work,

affecting the direction of the findings and conclusions; a lack of a basis for generalisation ("how

can you generalise from a single case?"); and the fact that case studies can take so long and

tend to create masses of data unsuited to statistical analysis. In this research, the eventual

sampling and selection of five case study firms for multiple case study research addressed the

traditional bias against single case study research to do with there being little basis for

generalisation. Multiple cases offer the scope for literal replication (when the cases produce

similar results) or theoretical replication (when the cases produce contrasting results but for

predictable reasons) as long as the cases are handled as multiple experiments by following the

same replication logic (ibid. p 46). A benefit of multiple case studies is that the evidence

presented can be considered more compelling and the overall research enquiry is regarded as

more robust, but the main problem associated with this design is its requirement for extensive

resources and time. Indeed, the number of cases in this study was reduced from eleven to

seven and then to five for this reason.

Validity and Reliability:

Yin is regarded as the leading proponent of the case study research method. He stipulates the

following tests for exploratory case studies:

"construct validity" to establish the correct operational measures for the concepts being

used;

"external validity" to establish the domain to which a study's findings can be generalised;
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•	 to demonstrate that the operations of a study - such as the data collection

procedures can be repeated, with the same results.

He described three specific principles of data collection to assure reliability and validity of the

data collected (ibid. p90):

1. using multiple sources of evidence so that the case study's findings can be based on the

convergence of information from different lines of enquiry and different sources to

corroborate the same fact or phenomenon, rather than quantitative or qualitative data

alone. This allows triangulation of the data in a number of ways: in terms of its data

sources, of different evaluators, of perspectives on the same data set and triangulation of

methods;

2. creating a case study database: so that data is organised and documented in a formal,

presentable way so that other investigators can review the evidence directly, increasing the

reliability of the study.

3. maintaining chains of evidence: so that the evidence can be followed from the initial

research questions through to the final conclusions. Readers can therefore move from one

portion of the case to another with cross referencing to methodological procedures and to

the resulting evidence. This establishes the validity of the evidence.

Applying Yin's Design Tests

In this research, primary data were collected from interviews with people who occupied different

constituent roles in the family enterprise system, and secondary data came from any reports or

literature available on the family or the business. These data providing converging evidence

(i.e. the evidence triangulated) to increase the reliability of information gathered. Chains of

evidence in each case study were established by building up evidence about a phenomenon or

concept over the long time frame of the research project. These satisfied the tests for validity

within the study (internal validity). For external validity (generalisability), the logic of design was

repeated across the five cases so that they were regarded as replicated experiments. At the

completion stage, Yin also advocates having key informants review draft case study reports as
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a final validity test. This was not used in this project because the informants had been

guaranteed confidentiality and anonymity when the data was collected and reported. Also, it

was felt that gMng informants the opportunity to review the case study would give them access

to the interpretation of the analysis, and may lead to their insisting on specific pieces of data or

of the interpretation being taken out. It was for this reason that the grounded approach to

generating categories and theory generation was also used, as an additional test for ensuring

reliability of the data collected.

4.2.2 The Grounded Theory Approach

The proponents of Grounded Theory, Glaser and Strauss (1967), provide a method to ensure

that theoretical propositions that emerge from qualitative research are reliably Mgrounded in

the data collected. Grounded theory as a vaId research meho was pu Thrai t

Strauss as an alternative to the traditional bias in sociology for positMstic work based on

quantitative hypothesis testing. The alternative approach lets researchers develop their own

theories relating to their area of study, and encourages their own creative intelligence in the

process (Turner, 1981, p225). Turner lists the advantages of grounded theory as:

promoting the development of theoretical accounts and explanations which conform closely

to the situations being observed; theory is therefore likely to be intelligible to, and usable by

those in the situations studied;

. developing theories that are likely to be corn piex rather than oversimplified ways of

accounting for a complex world;

. directing the researcher immediately to the creative core of the research process, applying

the intellect and imagination to the process of interpreting the data.

The method is most effective when used to deal with qualitative data from participant

observation, unstructured and semi-structured interviews, case study material and certain kinds

of documentary sources. However, it is not an easy method to put into practice; it generates

volumes of data that are notoriously difficult to handle and to process, and requires different

levels of abstraction of the data to get to the stage where theory emerges for testing. Care has
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to be taken to avoid developing indefensible arguments from the data and from being tempted

to force the data to fit existing or emerging theory without rigorous testing for the grounding of

the data Cibid.).

The method starts with phenomena being identified in the literature or sequentially in the data

collected. These are labelled as "categories" which fit the data closely. The categories contain

properties and dimensions that must be fully explored for similarity and variation. The

exploration continues until the categories are "saturated", meaning that there are enough

examples of different categories such that it would be clear where any future instances would

be located. The categories are then each given an abstracted definition, in order to state the

criteria by which further instances would be put into a given category. Data are also collected

on the process being observed overtime, by noting action and interaction taking place and the

structure and context which can lead to different outcomes or different process. How definitions

and process (the conditions for action / inaction) become linked or how they relate leads to

theory building. This can take place by means of systematic comparison with the literature or

one's own experience, and I or by the continued integration and refining of categories and sub

categories (Turner, 1981, p.231; and Strauss and Corbin, 1998. P.137).

Grounding the theory in the data requires constant comparison and testing to take place back

and forth between the data, the categories created, and the emerging theory being tested. It

ensures the interaction between the researcher and the portion of the world being studied. It is

both deductive and inductive in that data have been conceptualised and interpreted by the

formulation of hypotheses or propositions. Deductions are based on a combination of the data,

our understanding of literature and the human element arising from the assumptions we make

about the nature of life, discourses on the topic and the literature we have absorbed.

Interpretations are not placed on the data in grounded theory; rather, the act of constantly

comparing one piece of data with another means that interpretations (and therefore deductions)

are validated (Strauss & Corbin, 1998, p137).
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Turner (1981) describes one of the difficulties for researchers using a grounded theory

approach as knowing how to be sure that the "right" aspects and the "right" facts are being

chosen from the data. For some researchers, the degree of pre-understanding may affect

which of all the available facts are pursued, and all researchers handling large volumes of data

have to face up to the human and technological limitations of data analysis. Turner states that

the "competent development of grounded theory rests, in part, upon a sensitivity to those often

tacit processes of perceiving and understanding, and upon a willingness and an ability to bring

them out into the open for discussion (ibid.p228).

Grounded theory therefore represents a rigorous approach with clearly defined analytical tools

and processes for data analysis, and adds depth to the design tactics advocated by Yin.

Research findings effectively constitute a theoretical formulation of the reality under

investigation, rather than consisting of a set of numbers, or a group of loosely related themes..

Since there were five case studies taking place, each generating a lot of data (from interviews

taking place across the family-business system over three to four years), a complete and

detailed grounded theory method was not within the scope of this project. However a grounded

approach was taken during the literature review and the data collection processes as well as to

the identification and testing of emerging theory and its grounding in the data collected. Multiple

cases, careful sampling and design tests were applied to ensure the validity, reliability and

generalisability of the findings.

4.3 The Research Process

Yin's model-building approach for case study research was used to design the research

process and is shown in Figure 4.1 below (Yin, 1994,p49). There were two stages to the

overall process used in this project. The first stage was one of exploration, in which the relevant

literatures were reviewed, concepts and categories were generated and a conceptualisation of

the "transition task environment" was written. This led to the research objectives being
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identified, and the research design constructed. The second stage was one of implementation:

case study firms were selected and the data collected and analysed with conclusions drawn.

4.1: The Kesearch Process

Review of the Literature

I	 I	 I	 I	 I
Individual	 Family	 Family	 Organisation	 Business
Development Functioning	 Business	 Development & History / Misc &

Transitions	 Gen. Management

(Identify ranges of concepts, tasks & variables relating to indMduals, families,
businesses & change)

+
Set Research Objectives and Questions

1. Identify task environment.
2. Examine approaches to task in cases.
3. Investigate factors for and against progress.
4. Analyse conditions for successful outcome.

Design Descriptive
	

Identify Scottish Family
Framework for
	

Business Database
Primary Research
	

Population

1995 Scothsh Family Business Survey

Identify Selection Criteria for Candidate Cases for Multiple Case Studies

Screen & Select Cases

Data Collection
1. Succession Task	 Descriptive
2. Activity & Process	 Observation
3. Transition Progress	 Analysis
4. Conditions	 Prescriptive

Ill

Interview	 Documentary	 Questionnaires

Constituents	 Data

Data Analysis

Central	 I	 A Concepts, Categories,
Analytic Story	 Process.
(TMThe Case Story") 	

4,	
Theory Formulation & Testing

Meta Analysis & Case Comparisons

+
Conclusions.
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During the first, exploratory stage of the project, the work was descriptive and involved a review

of the literatures that would inform on the study of family-business systems. This included

published material on individual and family psychology and therapy, systems theory and natural

systems theory; adult development theory; the family business literature and related issues

such as change, transition theory relating to individuals, groups and organisations, organisation

theory and the field of business history. This generated an abundance of concepts or

phenomena pertaining to succession and tasks associated with transitional changes in families,

businesses and other forms of organisation. The research objectives were then set and the

sample of case study firms selected (described below).

The second stage (data collection) began within a month or so after the first exploratory stage

commenced. This was to ensure that the grounded approach happened: there was a constant

shift taking place between categories emerging from the literature, the data collected and the

theory generation, rather than an initial literature review leading to hypotheses being generated

and tested. The qualitative approach used for data collection involved using in-depth interviews

with indMduals who were constituents in these systems, and of dyads and family groups.

Documentary data were also collected wherever possible, and specific questionnaires were

used at timely junctures in the data collection process to assess family emotional functioning

and family members' awareness of the tasks to be addressed during the succession process.

In the data analysis stage, the grounded theory approach required the analytical techniques

described above being applied simultaneously rather than in sequence. Since there was a

wealth of data collected, and since there was constant referral back and forth between data,

literature, concepts and emerging theory, it became critically important to keep in mind

throughout the project which stage of the research design was underway, and what the overall

goal was (Figure 4.2).
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Figure 4.2 The Research Goal

Factors affecting progress
With succession tasks made by
Business families undertaking
generationaltransition........................

Creation of concepts, categories
	

interviews with constituents,
and theory formulation/testing

	
locumentary data & questionnaires

..........

Conceptualising Th
	

Environment.

4.4 Research Sample: Criteria for Selecting Firms for Multiple Case Studies

When this project began in 1994, there was no family business database in existence to aid

the identification of candidate firms, and it was a case of starting from a zero base (Dunn,

1994). Whilst the initial literature search was taking place and the research questions and

objectives were being constructed in 1994 and 1995, a research project exploring the

challenges facing family enterprises in Scotland and Northern Ireland, (which was not part of

this investigation) took place. This involved quantitative research using a survey instrument

administered to over 6000 firms in Scotland and 1500 firms in Northern Ireland (response rate

15% and 9% respectively).

The timing of this separate project was opportune because it especially alleviated two serious

concerns about the case study approach. The first concern was to do with qualification of

potential case study firms: that it may be very difficult to identify a suitable pool of candidates

who fulfilled all the variables required by this research design, especially in relation to

developmental and life-stage criteria. The second concern was one of gaining access to the

required quality of data. It was anticipated that most families, and that some individuals within

the candidate families, may not be willing to share, in real time and with an outsider, their

experience of going through changes in ownership and leadership in the business, and of going

through significant periods of change in their families.
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The timeliness of the survey meant it created an opportunity to ask firms indirectly for

information that would help to identify candidates for in-depth research. Information was asked

about the state of their forthcoming succession plans, their anticipated timescale, what

percentage sales growth the firm had achieved on average over the last three years, and

whether they were interested in voluntarily participating in further research. It was therefore a

legitimate point of entry for research, and served to warm-up the pool of possible candidates.

When the survey data were analysed, a short list was compiled of firms who met the following

criteria: they had given permission to be contacted for future research, they were growing firms

and had achieved sales growth of at least 10% per year for the last three years and the

respondent expected their succession to be complete within five years (i.e. by 1999). Over 50%

of firms responding to the survey agreed to be contacted for further research purposes (550

firms); this figure was regarded as extremely high given the assumptions about the wish for

privacy in family enterprises. Perhaps these firms are not so secretive after all, or perhaps the

questions asked in the survey struck a chord for some respondents who thought that self-

selecting for involvement in further research may bring them closer to some answers or

resolutions to their own transition problems. Having access to the survey sample provided the

added benefit for this project that there was at some degree of randomness in the way the

potential case firms were finally identified and taken forward for testing to meet the other case

study criteria.

The 1995 survey created a baseline of knowledge about family firms (Dunn, 1995). There was

scant evidence preparations being made by families for their forthcoming, imminent or ongoing

succession transitions. This clearly pointed to the need for further research urgently into

imminent and ongoing succession, since 50% of respondents in Scotland expected to have

their successions completed in 10 years, and half of these expected succession to be complete

in five years. Only 14% of the respondents had taken professional advice, and fewer had any

documented plans for leadership transition. Only 50% had wills, but again, less than 20% had
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communicated the contents, so that the way in which power and wealth were to be transferred

to the incoming generation was unknown to the recipients and others who would be affected by

the consequences.

The statistic of 25% respondents in Scotland expecting their transitions to be completed in five

years, coupled with the lack of preparation and communication going on in these firms, was

regarded as a significant threat to the well being of Scotland's economy. Clearly, these

statistics indicated that the firms were not being proactive about preparing effectively for

continuity, and that this low level of activity was in fact likely to perpetuate the very poor survival

rate of the nation's family business population - whereby only 30% succeed as second

generation family enterprises and fewer than half of these go on to become third generation

(Stoy Hayward, 1991). Although there is a potitical drive to generate new business ventures in

Scotland to fill the gaps left by the demise of heavy engineering industries and coal mining, and

to offset the potential dependency on fickle inward investment projects, there is also a desire to

protect and stimulate growth in indigenous firms, most of which are firms under family

ownership and control. Not only was there a gap in the current knowledge base generally about

what family-related factors affect the ability of business owning families to make progress with

succession tasks, it was evident from the 1995 survey that there was an economic imperative

for this research.

From the survey, a subset of 25 firms who were potential research candidates (i.e. they had

agreed to be contacted) was identified by applying the following conditions to the survey data:

• firstly that a future contact name was voluntarily entered on the survey form indicating a

willingness by owners to consider assisting with future research; and

• secondly, firms had undergone a minimum of 10% average sales growth per year for the

last three years; and

• thirdly, firms stated at the time of completing the survey that the next successor will be in

place in the next 1-5 years.
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Refining the Sample

In this project, a sample population of case study firms was selected based on the following

independent variables being consistent across the sample:

The Ownership constituency was in transition in its ownership lifecycle. This was one of two

types of transition: the first was a transition from the senior generation controlling owner

(CO) to the next controlling owner who was a member of the owning family's offspring (a

CO-CO recycle transition); the second transition was from Co to sibling partnership (CO-

SP) in which ownership and control is being passed from parents to their offspring (siblings

in the next generation); and

. The Business constituency was at the expansion / formalisation stage of its life-cycle with

all the firms in the sample oriented for growth rather than lifestyle; and

The Family Constituency contained a senior generation at the "entering late adulthood"

stage of their adult development life cycle. These people had come to the end of their

middle adulthood and were faced with finding the right life structure for late adulthood. This

took place between 58 and 65. It also contained a junior generation at the uentering middle

adulthood" stage of their adult development life cycle. These people had built a life

structure for early adulthood and were questioning whether this life-structure was suitable

for middle adulthood. This took place between 28-32 and 38 to 45. In terms of Gersick et.

al.'s (1997) developmental model, the senior generation was faced with "Passing The

Baton" whilst the junior generation was working towards being both a recipient of The

Baton, and at the same time, facing the challenges of being a Young Business Family.

The sampling process in this project also took account of models in the literature in which a

macro or holistic conceptual approach was taken to the task environment of family businesses

during times of transition. The family business literature review in Chapter 3 highlights the

conclusions by Hershon (1978), Davis, (1982). Ward (1 987,1995) and Gersick et.al ., (1997)

that the challenges and tasks that a family and its business will face as they move to the next

stage in their evolution are predictable because each of the three main stages in family
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business ownership are known to trigger family dynamics characteristic of each stage. Taking

a proactive stance toward the impending transition means the business-owning family putting in

place - well in advance of the succession "event' - the necessary structures, policies and

operations to optimise family business functioning.

Creating the conditions to give both generations the best chance of a successful outcome is the

primary task faced by business families entering periods of generational transition. This

requires a mentality of "building your shelter before the storm breaks" and the commitment to

ensure that the building process gets underway and progress is being made despite all the

factors that nevertheless conspire against progress being made (Lansberg, 1988). A sampling

frame was therefore constructed to ensure that reliable comparisons could be made across the

cases when assessing the progress (or lack of progress) made in the transitions. To this end,

the sample contained case study firms being observed who were simultaneously experiencing

a passage through identical phases of the succession transition journey, and who were also

going through similar personal, family and business life-cycle stages.

Since each developmental stage, and the transition period between each stage has its own

complement of tasks and processes, the purpose of creating a sample of firms sharing the

same individual, family, business and ownership life cycle stage was to ensure that despite all

the potential variation in these cases, they all shared the same task environment and its related

issues and forthcoming experiences as they journeyed through the transition process. All the

firms selected agreed at the outset in 1994, that they expected the transition to be complete

within five years, so they also shared the same time horizon as well as the same

developmental horizon. A year had elapsed since their completion of the survey and contact

being made for this research, so it was anticipated that these families would be very much pre-

occupied and actively dealing with succession tasks and processes.
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The respondents in the initial sub-set of 25 were contacted by telephone to assess their interest

in participating in the case studies. The conversation began by thanking them for their

participation in the survey, and asking if they might be interested in assisting with future

research work. The in-depth nature of the work was described, the estimated time commitment,

confidentiality assured and a request made that the respondent discuss the matter with other

family members and managers. These firms then received a letter confirming the points

discussed, which they were asked to distribute to other family members and managers. They

also received a copy of the report to which they had contributed by taking part in the survey

research described above (Dunn, 1995). Respondents were called again a week later those

available and agreeing to take part in principle then agreed to a company visit. By this time, the

sample had narrowed to 11 firms who had been successfuiiy contacted and had indicated an

interest. The remaining owner-managers were either unavailable, were based in locations

which would have been difficutt to reach, or were not interested in taking the research further.

The sample of 11 firms represented a good mix of family and business developments and

relationships. These firms were all visited and a personal introduction was made and the

research intent reiterated. Four firms declined at this stage: one was keen to contribute, but

was very obviously too busy to talk and could not foresee business quieting down enough to

commit the time. Another owner-manager was unwilling to make contact with his father about

the research citing their very conflicted relationship as the reason. A further two were not

geographically convenient. This left seven firms going into the data collection stage:

three could be described as ustage I Recycles" (CO - CO) two were "Stage I to Stage 2

transitions" (CO-SP), one was a "sibling partnership re-cycle" (SP—SP) and one firm had its

ownership split equally between two unrelated families which could be described as "A Parallel

Stage I to Stage 2" ([CO &CO] - [SP & SP]) where two fathers and their sons' from unrelated

families were working in the same firm.
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Narrowing the Breadth of Study

Given the sizes of the families concerned and the time required to interview the members, the

decision was taken after about two years for logistical reasons to narrow the sample down from

seven to five cases because seven cases were generating too much data for analysis and

taking the study beyond its scope. The rationale was to focus the enquiry on variations of CO

and SP related transitions in order to collect data from and about the business-owning nuclear

family as the unit of analysis. Narrowing down the breadth of the study allowed a focus to

develop on the variation to be found in cases along the first two stages in the ownership

development dimension (CO-CO and CO-SP). The individuals of each generation within the

firms taking part were roughly the same age and were therefore engaged in parallel life-stage

transitions.

A further consideration was the changing pattern of ownership and overall governance

archetype for the family enterprise system. In family businesses, ownership and management

are not usually separate functions or groups as in other firms. When ownership and

management are in the hands of one or more related families, wealth, power, control and

responsibility for the family and the business are inextricably linked together. This means that

changing the ownership form in the business is effectively changing the overall governance

archetype of the whole family enterprise system. If, rather than recycle its ownership, a firm

changes its ownership structure to a more complex form, it can also expect the transition

process to be increasingly more complicated. This is the case when it is shifting from a

relatively simple founding stage (where the business is led by a Controlling Owner at the Start-

Up stage, and the owner is in a Young Business Family) to a relatively more complex one (such

as a Sibling Partnership or Cousins' Consortium where the business is undergoing Expansion

and Formalisation, and the family is now either at the stage of Working Together or Passln9

The Baton).
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In reality, there are more variations than the developmental model suggests at first glance. The

least complex of all transition options is in the case of CO-CO when the successor is definitely

intended to be a family member and when there is only one adult child in the nuclear family. In

this case, ownership and leadership simply change hands and no discussion or negotiation is

needed about the division of power or wealth. A related, but alternative scenario in CO-CO

cases is when the firm's leadership is being transferred to one working offspring in the business

from the next generation (i.e. the rest are not working in the firm), but when the wealth that is

tied up in the equity of the business is to be divided in some way amongst all the offspring. This

represents a CO to CO-SP hybrid. The research sample was made up of three CO-CO

transitions and two CO-SP transitions. In the three CO-CO cases studied, none of the

successors was an only child; and although the firms were to continue in the next generation as

CO-led firms, the successors were destined either to share ownership (equally or otherwise)

with their non-working siblings, or to face the issues of their sibling(s) having been kept out of

family business ownership and their inheritances being unequal.

The CO - CO transitions studied were in fact a variation on CO-SP transitions. They presented

a relatively less complex environment in which the tasks of ownership transition were being

addressed than the two CO-SP cases. This was because in the CO-CO cases there were no

siblings around to jockey for position in the leadership domain, because these all had careers

elsewhere. The two CO-SP cases were by definition more complex and, as it turned out, the

families involved were willing to allow access to more detailed information so that they could

be studied in much more depth. The final complement of cases studied was representative of

the spectrum of complexity to be expected of CO-CO and CO-SP ownership transitions.

Typical and illustrative of the complexity involved in the whole issue of family business

transitions, it was not possible to directly label four out of the five cases as undertaking a

definitive transition type. These were therefore labelled according to which transition the

families themselves said they were undertaking. Families undertaking Stage 1 Recycles (CO-
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GO) were labelled Al A2 & A3; those undertaking Stage I to Stage 2 transitions (CO-SP) were

labelled BI and B2 (Table 4.1 below).

Table 4.1: Ownership and Leadership Configurations in CO-CO and CO-SP
Transitions: Variation in Case Study Sample.

Stage I Recycles
	

Stage i-li
co-co	 co-co

	
CO-CO	 CO-SP	 CO-SP

Type 1	 Type 2
	

Type3	 Type 1	 Type 2

Leadership

Ownership

Case Study

Only child	 1 sibling qualifies 1 sibling qualifies	 1 of the active	 Leadership
No other contender only for leadership. only for leadership. siblings qualifies 	 team approach

Others not in	 for leadership as	 rather than
the business.	 1 among equals lstamong equals

Only child gets all. "Lead sibling" gets Ownership divided Ownership divided Ownership

	

No other contender all ownership; 	 amongst all	 amongst all	 divided among

	

Others left out.	 sibs in some way. Sibs in some way. Sibs in some
way

A2	 Al, A3	 Bi	 B2

A detailed summary of the research sample at the outset in 1995 is presented in Table 4.2

below. The table illustrates the wide variation in the cases selected. The firms all operate in

different sectors, they are of different size, age and generation, and were found to have very

different origins and values affecting their organisational cultures.

4.5 The Research Objectives

The narrowing down of the research focus significantly limited the scope of the investigation of

what could realistically be achieved in the required timescale. Nevertheless, clustering the

cases around the life-cycle stages of constituents inhabiting the systems enabled comparison

and exploration into how different families, who share the same position and stage of life-cycle

constellation, approach the same issues and why they achieve different degree of success.

With the boundaries thus set, the research was steered into a clear framework of investigation

to address the research objectives.

Identifying the Research Objectives

Consistent with Yin (1994, p.21), theoretical questions arose from the literature review about
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Tab'e 4.2: Summary of Research Sample (1994).

Individuals
Age:
17-25	 (5)
29-39	 (4)
40-49()
50-59	 (3)
60-64	 (4)
65-70	 (1)
Gender:
Male	 (12)
Female (5)

Nuclear Family Stage1
Senior Generation:
Launching Children
& Moving On:
Families in later

life:
Junior Generation:
Families with Adolescents
Leaving home:
Single young adults
New couples
Families with
young children
Launching children &

moving on

Businesses
Years In Existence

11-20
	

(1)
21-30
	

(1)
31-40
	

(1)
41-50
	

(1)
51-60
60+
	

(1)
Generation In Ownership

(2)
1 &2
	

()
2
	

(3)
2&3
	

()

(1)

(5)

()
Sector:

(4)
	

Electronic Manufacturing (1)
(2)
	

Packaging	 (1)

(5)
	

Retailing: Wholesale	 (1)
Engineering! Manufacture (1)

()
	

Service	 (1)

Firms' Developmental Stage2
Ownership	 ()
CO	 (5)
SP	 ()
CC	 0
Business
Su	 0
E/F	 (5)
M	 ()
Family
YBF	 (5)
WT	 (5)
PTB (5)
Role Transition Stage3
Seniors:
Monarch	 (3)
Monarch-> Overseer(1)
Overseer (1)
Overseer-> Consultant
Juniors:
Helper->Manager (2)
Manager (3)
Manager->Leader (0)

Growth
Ave Sales over last 3 years:
<5%
5-10%	 (1)
>10%	 (4)

Stage In Life Cycle4
Growth through creativity
Crisis of Leadership

Growth through direction
	

(1)
Crisis of Autonomy
	

(4)
Growth through delegation
Crisis of Control
Growth through co-ordination
Crisis of Red Tape
Growth through collaboration

()
(2)A1 A3
()
()
(1)B1
(2)A2B2

Employees as at 1994
<10
11-20
21-30
31-40
41-50
51-100

Carter & McGoldrick, 1969
2 Gersick et.al., 1997

Handler, 1989, Greiner, 1972
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the conditions under which generational transitions take place and what factors may improve

or set back a family's ability to deal with the complexity of a generational transition. The review

of the literature on generational transitions in Chapters Two and Three described three

important dimensions (emotional, structural and situational) that made up the context in which

generational transitions take place. When the whole family enterprise system goes through a

generational transition, it is effectively dealing with changes in its governance archetype: how it

structures itself, at the highest level, to control and direct its means of exchanging resources

with the environment. Simultaneously, indMduals, subsystems (the family, ownership and

business subsystems) and various groupings within the family enterprise system are also

dealing with their own life-cycle transitions. Revolutionary transition theory (Gersick, 1991)

proposed that during transitions, the equilibrium of the system breaks down under the pressure

for change; chaos and uncertainty exist until a new deep structure (the network of

interdependent relationships) emerges and becomes established, re-setting the equilibrium at a

different point, It was widely accepted in the literature that the primary task for those in control

of the family enterprise as it embarks on a generational transition is to create the right

conditions under which the tasks involved can be carried out (VVard, 1987; Gersick et.al, 1997;

Lansberg, 1999). These ideas contributed to the descriptive framework for the research shown

in Figure 2.1 above and reproduced in Figure 4.3 below for convenience. There was a wish to

explore these ideas in the research in greater depth by generating empirical data which would

build on the work of earlier researchers in this area of family business research. These

researchers had established the importance of emotional factors (Hollander, 1983; Crampton,

1994), relational factors (Lansberg and Astrachan, 1994; Seymour, 1992) and developmental

factors (Davis, 1982) on the family's management of change and work relationships during the

life-cycle of a family enterprise.

To build on these theoretical aspects, the following research objectives were defined:

1. To identify the tasks and issues to be addressed by family enterprise systems in order to

complete their generational transitions.
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Figure 4.3	 Descriptive Framework for The Context of Generational
Transition in Family Enterprises

Emotional Context:
•	 Family structure
•	 Family functioning
•	 Relationship patterns

& dynamics

Structural Context:
•	 Structure in the

family subsyste
•	 Structure in the

business
subsystem

• ownership -.
subsystem
(corporate
governance
structure)

Situational Context

Changing Life cycle stages for:
•	 Individuals: adult

development
' Family: multigenerational

family
life cycles

•	 Business life cycle &
corporate governance
structure

• Ownership stage

Key:	
Family enterprise system deepStable family enterpnse	
structure misaligned withsystem in equilibrium,	
environment: creates context for(CO, SP or CC)	
generational transition

Subsystems in family enterprise	
Family enterprise system insystem: family, business and	

IEEE1 transition.ownership.
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2. To examine the approaches taken by different families to carrying out the tasks associated

with the completion of transitions in the ownership and leadership of their business

enterprise as they change from either one controlling owner to the next

controlling owner ("CO-CO re-cycle"), or from controlling owner to sibling

partnership ("Stage 1 to Stage 2" or CO-SP).

3. To investigate what factors can lead families and the individuals within them to make

progress or to prevent progress with the tasks required in these types of generational

transitions.

To operationalise the research objectives, the literatures were explored for guidance on the

types of tasks and variables to be expected in such a study. Objective one required a

descriptive approach which was informed by the general family business literature, especially

seminal works by Ward (1987), Gersick et. al., (1997), and Beckhard (1987). For objective one,

a broad screening of the family and business literatures took place to generate lists of "tasks"

and "issues" which were to be considered. Descriptive variables were identified which were

associated with the types of tasks to be attempted and resolved. These were positioned

appropriately in one of the seven segments of the 3 circle model (Tagiuri and Davis, 1982) to

show that activity could be expected to take place by these key constituent groups throughout

the research timeframe. Since the 3 circle model represents a static snapshot of family

business structure at any time, and since this longitudinal research must take the passage of

time into account, it was also necessary to place the tasks identified into the Gersick et.al.'s

dynamic developmental model to illustrate the tasks and work to be expected over time as the

transition between life-cycle stages elapsed.

These descriptive variables informed the sampling process and provided benchmarking criteria

with which to assess and monitor progress (or the lack of progress) being made by case study
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firms in between the visits made and over the duration of the entire research investigation.

Addressing objectives two and three above required a more analytical approach, and this drew

on existing theories on family psychology, family and natural systems theory, adult

development theory, and business, organisational and group life-cycle theory. These offered a

lens through which to bring into focus how "functional" (i.e. "able-to-carry-out-the-work-

required") the case families were. Conversely, it brought into focus what factors contributed to

families being unable to do the work, where they got stuck with certain tasks and remained

entrenched with issues or problems. The literature offered lists of concepts guiding the

observation of underlying process as well as actual task activity.

The individuals within the family systems observed were each associated with (i.e. they were

either working on or denying the need to work on) their own adult development life-stage tasks.

These coincided with the family, ownership and business transitions underway depending on

where in the life cycle other constituent sub-groups were and where each constituent sub-

system was moving to in the next stage of their life cycle. Sensitivity was therefore required to

distinguish and monitor what was going on in which system or subsystem, and which tasks (i.e.

which subsystem tasks) were being attempted or being avoided by the subjects. The literature

provided guidance in the form of frameworks and concepts to illustrate actions to be expected

at each stage or in transitions between stages. The literature on general systems, natural

systems and transitions also informed on observation and analysis at a meta-level,

emphasising overall process and what leads to stasis and change in complex, dynamic

systems.

4.6 Data Collection

Data were collected by means of interviews, documentary data from the firms, and by using

questionnaires to follow up various avenues of related importance (further sampling).
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Of these data collection techniques, the interview method, which involved individuals, dyads

and families, was the most potent and rich source of data. The other sources were useful for

triangulating findings and adding depth to the analysis.

Once access had been gained and confirmed by letter, a routine was established with the firms

about how visits were to be arranged. This involved a telephone call to check when would be

convenient and to ensure that interviews could take place with as many constituents as

possible. This meant trying to ensure that active and inactive family members, and any non

family senior managers and advisers where possible, would all be aware of the project and be

able to participate. In some firms, this meant contacting constituents directly whereas in other

firms, a key contact person would make the arrangements in advance. Despite these efforts,

occasionally someone would be unavailable on the day of the visit, often for logistical reasons

though in one case, it was evident that a family member had sabotaged the arrangements for

his own reasons. Firms, A2 and A3 were generally smaller firms and it soon became clear

that visiting two to three times per year was sufficient. Firms Bi and B2 were bigger and more

complex and required more visits to keep abreast of activity. Despite this, Bi was unable to

have more than 2-3 visits per year due to the firm being busy with ongoing acquisition activity

and because the key constituents were unavailable when visits were requested. More visits

took place to B2 than any other firm because visits were generally welcomed even though they

were frenetic with business activity. For this reason, Case B2 is presented as the most in-depth

case.

Table 4.3 contains a log of the data collection process over the duration of the research. A total

of 103 interviews took place throughout thirty-three visits to the case study firms between 1994

and 1998. As far as possible, face to face interviews were held in the firms (82), although
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occasionally the key individuals were only available by telephone (13); occasionally, data was

collected through social events the researcher was invited to or other informal gatherings (8).

The table shows the emphasis placed on keeping up to date with developments taking place

between successors and successees. There were thirty private interviews with fathers and

thirty four interviews with adult children. To ensure that a perspective external to the family was

gained fifteen interviews took place with non-family managers or directors and non-executive

directors and consultants.

Since the family constituency contains its own subsystems, interviews also took place where

possible with the spouse system in control of the business (two interviews) and the sibling

subsystem (three interviews). Five family group interviews were held overall; for these, the

father in every case was asked to invite his wife and offspring (including in-laws) to a group

interview. Although the inclusion of family group interviews was explained during the

introductory meeting with each case study firm, in fact only one took place in the way

requested, and even then, the daughter and her partner were deliberately excluded from the

process. The other family interviews were either put off by the fathers, or took place on an ad-

hoc basis when a visit was taking place to the firm anyway and the opportunity arose to get

everyone together who was there. This suggests that there was some anxiety around for

fathers about this process. The researcher took this as evidence that the fathers wanted to be

in control of the information flow in their family systems and were unwilling to risk the

consequences of sharing information. For example, the meeting may show that the father did

not have the answers yet to the next generation's or spouse's questions about the succession

at that stage. Or, it may lead to the father being asked to communicate the reasons or thinking

behind decisions currently being made or those that have been decided; equally, it may mean

having to acknowledge that disagreement or disillusionment existed within their family about

the approach being taken to the succession.
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Data collection and analysis took place in parallel, encompassing data from many sources, not

just from the interviews. One of the implications of studying systems holistically is that it is

impossible not to become part of the system temporarily and to affect the process in some way.

This also created an opportunity to capture data from a different source and a written record

was kept of the transferential and projected thoughts and feelings during interviews and a

record of personal views being formed about each family's approach to their transition tasks.

The interviews themselves were semi-structured for the first two visits, and thereafter relied on

the subjects giving an account of what had taken place since the last visit, and being prompted

with questions arising and needing clarification from earlier visits. The first interview was an

introductory meeting in which credentials were checked, the research objectives re-stated and

any assumptions made about availability and frequency of contact clarified. A conversation was

then directed in a structured way around the report which they had received as a follow up to

their participation in the 1994/95 survey. The report contained the results relating to the data

sections in the original survey form: general information on the firm, current and expected

future ownership, current and expected future management, strategy in the family business,

management development and training, succession planning, alternative investment options

and educational provision for family businesses. These were highlighted in the initial interview

to stimulate discussion about what tasks the respondents were aware of at the outset that they

would have to address in the next two to three years.

Respondents were encouraged to talk freely about any dimension of family business life that

may have been prompted by the topics in the report or by my introduction to them as a

researcher who would be on the scene for the next few years. The aim of this was to

demonstrate to the respondents that the researcher was not new to the field, and had a degree

of understanding and experience that should give them comfort that their comments will be

understood and treated sensitively and in confidence. The issue of the researcher's role being

one of observer and not as consultant was stressed. This initial discussion helped to begin
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creating rapport between respondent and researcher so that insights could be developed into

how real life constituents envisaged their succession tasks as opposed to how the texts

prescribe them.

The interviews that took place with individuals during the second visit began with clarification of

any points raised at the first meeting, and then focussed on the existing structure in the family,

business and ownership subsystems by having each of the respondents describe the family

genogram and the current organisation chart and governance arrangements. The interviews

were taped on every occasion (including the telephone interviews where possible) other than

the first introductory meetings. These were typed up into transcripts and stored both as hard

copy documents chronologically in the folders maintained for each firm, and also as Microsoft

Word documents in directories and sub-directories maintained for each firm. The transcripts

were coded according to firm reference, number of visit, who was being interviewed in the

system, how many times this particular person had been interviewed. When quoted, this

reference was used including the page number where the quotation could be found in the

transcript. As an example: B2N3/NF2/2/p3 denotes which firm (B denotes a CO-SP transition),

N3: denotes the data is collected from visit number 3; /NF2: is the interview subject i.e. the

second non family manager who joined the firm; /2: the second interview with this subject; /p3

is the page number for the quotation. Two versions were kept of each interview transcript and

piece of written or documentary data: one containing the raw transcribed data, and a second

(annotated) transcript which had been subject to a grounded analytical approach. This involved

going through every sentence to identify concepts and listing these. There were over 150

concepts identified from the first round of interviews, and relatively fewer thereafter as each of

the concepts became linked and categories emerged.

Thereafter, the preparation for a visit to each firm and for the interviews due to take place there

involved re-reading all the transcripts, the annotated transcripts, notes and category list and

any other data pertaining to each system prior to the visit to retain a systems view of what was
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going on. Notes were taken about issues to be clarified at the next meeting, and propositions or

tentative theories to be tested. The participants were asked to keep a note of any events,

conversations or processes they noticed which struck them as significant in the succession

context, and these were discussed during the interview also. For example, the successor in

Case Al kept a copy of the memo which announced his appointment as MD and which was put

in all employees' salary packets. This allowed us to discuss many associated dimensions of

this significant event: what led to it being done this way? How did he feel about this? What

reactions did it evoke in other constituents? What did it say about the culture of the firm? What

has changed since he was given this title? What purpose(s) did the announcement serve from

the family, business and ownership systems perspectives?

Other than these topics, the interviews held over the first eighteen months were deliberately not

structured in order to minimise the potential effect of the researcher's questions on stimulating

task activity by respondents between visits. That is, if the early interviews contained a checklist

of tasks, and progress was benchmarked explicitly against this list during each visit, the

subjects may have been guided by this list. Since the purpose of the investigation was to

observe how, and to what extent these systems manage their approach to completing a

generational transition using their own resources, it was important not to prompt or guide the

respondents' activities at this early stage wherever possible.

However, after 18 months of data collection, (i.e. by mid 1997) it became clear that despite their

near-identical stages in terms of adult development, ownership and business transition, the

firms were all at very different stages of progress in terms of their actual level of awareness of

tasks to be addressed. This ranged from having virtually no awareness to there being some

awareness of the tasks of succession; none of the subjects could be regarded as

knowledgeable (i.e. none had taken it upon themselves to find out in a proactive way) about

succession transitions. The cases were also at very different stages in terms of their ability,

readiness or willingness to address the tasks discussed at the interviews: some were making a
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great deal of progress on the tasks that they were aware of, and others seemed stuck. This

should have been quite surprising considering the firms had regarded themselves as "in

transition" at the time of filling in the survey form and that they anticipated being through the

transition by 1999. However, the key finding in the 1994-95 survey was the overall lack of

preparation being made for imminent and ongoing generational transitions across the whole

sample of firms in Scotland and N. Ireland.

Although It appeared as if the firms were choosing to let succession matters take their own

course at this stage, in fact a lot of frustration was developing within each generation and in

each constituent group about the absence of progress. This point in the data collection process

was regarded as an opportunity for further sampling, from which more data could be gathered

about the degree of preparation taking place in absolute terms and about the work still to be

done. The "What Next? Checklist" (Frishkoff and Brown, 1993) was administered to the key

constituents in the systems according to their roles: successor, spouse, owner-manager and

"other" (non family senior staff). This questionnaire was compiled by asking professional

service providers (accountant, lawyer, banker, insurance) what they regarded as the key

questions clients should be asked, and the key tasks they should carry out, in order to have an

effective succession plan. It takes the form of closed questions on various aspects of the

succession planning process as a self-help ortnggering device to encourage task activity.

Having the respondents fill in the appropriate form provided the opportunity to explore many

more dimensions of tasks than was possible previously and to compare the relative stages of

progress of the cases.

The questionnaire was not reliable for objectively measuring the current state of progress within

each generation on their succession agenda, because the questions were perceived too

generally by the respondents and allowed them to receive higher scores on their state of

preparation for succession than was actually the case according to the interview and

documentary data. For example, one of the questions asked of successors was
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Qil: If you are regularly employed by the family business, do you have a clearly
defined position and the authority to carry out the responsibilities of that position?

to which 80% responded "yes". Yet one of the consistent issues emerging for all the successors

at that time was how they could reach the position where they could take on more real

responsibility and accountability for the key performance aspects of the business that their

fathers were currently holding on to. The Checklist was not designed to be a definitive objective

measure of the outstanding succession tasks at a given time. It was created to highlight, in

broad terms, the critical areas of succession planning requiring attention throughout the system

to improve its prospects for a successful outcome, and to indicate to respondents where they

should go for help. For this reason, the results are not reported in this study.

However the questionnaire was of considerable value for two reasons: it created a fresh review

process after eighteen months or so of interviews, and it also highlighted to the researcher that

respondents were learning from the exercise that the whole generational transition process was

far more complicated and multi-dimensional than they had previously thought to be the case, It

provided the opportunity to discuss issues and tasks at a timely point in the data collection

process. It also raised the researcher's sensitivity to ways in which denial could be observed in

family systems, and it alerted the researcher to how profound the tendency was to deal with the

whole issue of succession "in-house". Most wanted to use the checklist as a way of proving

how well they were doing, whilst in reality, probing questions revealed a lack of understanding

of the issues raised in the questions, or a lack of awareness that some issues (the making of a

will for example) were important at all.

Interviews

Most of the interviews were held with individuals who occupied roles as constituents in the

family-business-ownership system. These interviews involved raising the questions prepared

beforehand from the prior reading of the data collected on the system so far, followed by a

series of probing questions. Often, information collected from an interview with one constituent
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informed some of the content of the interview with the next constituent during the same visit.

This iterative process gave the researcher a sense of what issues were pertinent at that time or

what had taken place since the last visit, what the system was reacting to and generating

anxiety about, and how that anxiety (of whatever intensity) was being managed in the system.

It also provided a means whereby data could be triangulated.

The father and son dyad interviews took place when the transition had reached the stage

where the way forward with some dimension of the transition and its associated conditions was

clearly expressed by either father or son, denoting that a decision on some aspect of the

transition had been made or was close to being made. They were brought together to check if

there was consistency as to how each saw their plan working out. However, sometimes a

different version than one given in private was given by one of the participants when they were

interviewed together. These interviews offered a different approach to data collection in

particular about the behaviour of each person when questioned with the other, the level of

anxiety they seemed to experience in this setting, the quality of the relationship between the

two, and any inconsistencies in the narratives given earlier, or misplaced assumptions held by

one party or another.

Interviewing Skills

Interviews by their nature generate anxiety for all parties concerned. In the first inteMews with

all the case study firms a lot of anxiety was created by the presence of the tape recording

machine and the researcher's ongoing problems trying to position the tape recorder where it

could pick up a decent signal, yet not seem intrusive. After the first round of interviews, the tape

recorder did not appear to be an issue and over the years of data collection, it was turned off on

two occasions and only for a short time. Both cases were interviews with non-family

respondents who occasionally felt uncomfortable about some of what they had to say going on

tape.
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Preparation for interviewing took place on two levels: one was to do with the use of the tools

available for the interview process: how to structure interview sheets, how to frame questions

and to probe for depth and how to use circular questioning to explore patterns (cycles) of

behaviour. The other was to do with understanding the researcher's own potential for affecting,

or being affected by the processes underway in these family systems. This was monitored in a

number of ways. Firstly, anyone working with family systems can become unwittingly

assimilated into the dynamics of the family system being observed. Training is required to be

able to recognise the potential for this happening. When interviewing the senior generation in

most of the cases, feelings of powerlessness and anger were sometimes aroused when the

expectations and assumptions of the next generation appeared to be either ignored or treated

with ambivalence by the senior generation holding the power. The generation of these feelings

was noted at each interview; this was how the notion came about, and could be put to the next

generation in subsequent interviews that they may experience being in an emotional and

managerial bind. Having taken on (introjected) the feelings of the offspring during an interview

with the senior generation, the researcher had two tasks: the first is to go back to the data to

see what other categories support or expand on the theory emerging. The second is to manage

the feelings to avoid becoming defensive or critical of the senior generation during the

interview. The feelings were very real, but the task was to stay calm and neutral in these

situations. Achieving this is helped when one is familiar with one's own multigenerational family

system and one's own family dynamics under conditions of differing intensities of anxiety.

Studying one's own family system also illuminates the onset of an anxious response when

interacting with others, so that this can be monitored. The researcher underwent training in

Bowen Family Systems Theory and Human Relations and Counselling to learn about family

and other systems and behaviour under different levels of anxiety.

In order to allay anxieties about the family interview process, a letter was circulated in advance

advising what to expect. As mentioned above, only one family agreed to this type of meeting

(A3). In preparation for the family interview, all the earlier transcripts and data collected were

reviewed prior to the meeting and hypotheses generated about how the system appeared to
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function. These were to be tested during the interview. Measures were taken to pre-empt the

potential for family interviews to lead to situations of conflict as a result of the research process.

Conflicting points of view or differing world-views are inevitable in all families let alone those

undertaking changes of such magnitude. However, as far as could be managed, conflicts were

not to be exacerbated by the research process. Before the tape was switched on, therefore,

some groundrules were listed to assert the purpose of the research interview. This was

described as being to collect data for research purposes, as opposed to consultancy or

problem solving. How the interview would be conducted was described; who would be

addressed, (for example questions were directed at couples first, then to individuals, and then

to the different generational groups) and finally, when an open question and answer session

would take place.

Family interviews (whether formally arranged or ad hoc) provided an excellent opportunity to

observe, in real time, the quality and characteristics of interactions between important

subsystem constituents (spouse, parent—child, boss—subordinate-owner). Observations were

made about how the generations related with each other, how they expressed their views on

issues and how they saw the future. These interactions were indicative of the quality of

functioning of the system and showed what aspects of their functioning created conditions

under which issues could be discussed or resolved leading to the ability to make progress, or

what aspects led to inaction and lack of progress or frustrations about key tasks. For the

researcher, it was again important to stay neutral when feelings and reactions were aroused

when working with family system.

Assessing Family Functioning

One of the main categories to emerge from the data collection and analysis process was family

emotional functioning. This took place in the form of behaviours and relationship patterns within

each of the nuclear families in the cases studied. It was important to explore whether there was

a relationship between family functioning and progress (or the lack of progress) being made
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with transition tasks, and the nature of this relationship. Were there emotional predictors of

activity, progress or inactivity? It became clear, even from the point of initial contact, that each

of the families involved had its own way (in terms of its sense of purpose, its values, patterns of

behaviour and style of action) of going about their transition, and that it was markedly different

in each case. The family psychology literature provided useful labels for phenomena observed.

Further information was gathered from the case study families on family functioning using two

approaches to assessment; the first relied on observations being made and behaviour rated

against family evaluation criteria (Kerr and Bowen, 1978). The other using a psychometric

assessment device (FACES II) as a research instrument.

As explained in Chapter Two, the family psychology literature and the family business literature

emphasising family psychology is very heavily influenced by the work of Murray Bowen and

systems thinking in general. Although Boweniari family systems practitioners do not advocate

the use of objective (normative) assessment devices, they do advocate the use of objective

assessment processes where objectivity is in the domain of practitioners' understanding and

experience of the key tenets of Bowen theory and practice. The family evaluation process relies

on subjective assessment of observed behaviour and noted patterns in family histories to

uncover ufunctional facts. The key tenets described in Chapter Two have a hypothetical rating

scale attached which the practitioner uses along with a history of the nuclear and extended

family, a mutti-generational genogram, an understanding of the pattern of symptomatology in

the system, and sibling position, to build a general profile of family functioning. Questions are

asked to uncover and rate the nuclear family emotional process and to identify the events or

stressors which disturbed the emotional equilibrium in the family so that a view can be taken

about the overall level of stress on the family and how it manages the anxiety being generated

(i.e. emotional reactivity and nuclear family adaptiveness). Emotional cut-off is measured to

assess the degree of unresolved emotional attachment in the system. The stability (average

level of functioning) and intactness (who is alive and available) of spouses' extended family

systems are explored to build a picture of the overall level of basic differentiation in the family I
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extended family system. Although designed to assess people or families presenting for therapy,

the approach can be used to assess functioning in any family system; this is because it is

based on the assumption that the functioning in a natural (organic) system reflects the system's

ability to manage the anxiety generated in response to the various types of stressors

experienced in life.

Figure 4.4 below describes aspects of the family evaluation process with some modifications

made by the researcher for assessing non-clinical business-owning families. Information is

gathered about these components in order to build a general picture of family functioning, and

to identify the opportunity for differentiation in the system and within family members to improve

their functioning, and to improve the functioning of the system overall.

The assessment process, with modifications made to take account of the subjects being non-

presenting families, was made by gathering information in each case from multiple sources.

These included the family genogram, creating a timeline and chronology of events in the family

over the years, a family history, documentary data and inteiview transcript data. Notes were

made during and after the taped I videotaped interviews about stories or behaviour which was

indicative of each family's emotional process. In June 1997, the researcher's Bowenian

assessment of family functioning in each of these cases was presented for supervision and

discussion to Dr. Daniel Papero, a member of the faculty at the at the Georgetown Family

Center, Washington D.C. which was founded by Dr Murray Bowen. Dr. Papero validated the

process of assessment which had been used for these non-clinical business families and also

130



Figure 4.4	 Bowenian Family Functioning Profile
(Based on Kerr and Bowen, 1988, Chapter 10)

Key Questions:
1. Is there a symptomatic person?
2. What is the symptom and in which family member?
3. What is the immediate relationship system (nuclear family) of the symptomatic person?
4. What are the patterns of emotional functioning in the nuclear family?
5. What is the intensity of the emotional process in the nuclear family?
6. What influences that intensity? An overload of stressful events and / or a low level of

adaptiveness?
7. What is the nature of the extended family systems, particularly in terms of their stability and

availability?
8. What is the degree of emotional cut-off from each extended family? (Kerr and Bowen,

1988. p290).

Component

History of family problems
e.g. degree of dysfunction

Relationship history / key events

Sibling position

Method I Rating Scale

note facts! views of symptoms or problems
mild	 moderate	 severe

note on facts I dates, changes in the family

note birth order over generations.

Nuclear family emotional process	 recorded diagrammatically in genogram
(patterns)

Stressors	 mild	 moderate	 severe
(magnitude, number and timing of events)

Emotional Reactivity	 (use experience to compare with other families)
("bound" anxiety)	 0	 5	 10

low	 high

Nuclear Family
Adaptiveness (to stress experienced) 0

	
5
	

10
Low
	

high

Extended family
	

1
	

3
	

5
Stability &
	

Low
	

high
Intactness

Emotional Cut-off
	

1
	

5
(attachment I distance)
	

Low
	

high

validated the interpretations made about family functioning and emotional process in each

case. He commented on the importance of checking the timing and incidence of events in the
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family and business domains with the onset of symptoms or periods of acute anxiety in the

family, and advised on the use and value of family functioning assessment devices in general.

Using the Bowen approach to family evaluation clearly requires the practitioner to be

experienced and I or qualified to carry out such an assessment. The researcher had completed

a postgraduate programme in Bowen Family Systems theory and had considerable experience

working with business-owning families, but was not a qualified or practising psychologist or

counsellor. An additional means of assessing family functioning was therefore sought to

support and build on the Bowenian analysis, one which was more accessible to a non-clinically

trained researcher, for which the components or tenets of functioning (which generally

corresponded to Bowenian concepts) had been clinically and non-clinically tested and

empirically validated, and from which the results of assessments carried out would be relatively

easy to achieve and compare. The FACES II (Family Adaptability and Cohesion Evaluation)

and questionnaire, which assesses marital and family functioning was therefore selected for

use in this study (Olsen, Portner & Bell, 1982).

The concepts underlying FACES II are contained in the Circumplex Model of Family Systems

formulated by Olsen, Russell and Sprenkle (1989). These have been described in Chapter 2.

The Circumplex model relies on the conceptual clustering of concepts from family theory and

family therapy literature. This clustering has been rigorously tested over a number of years and

led to refinements of the model and the way the concepts are operationalised in the

questionnaire (Olsen, 1986). The theoretical description of the Circumplex model has been

empirically supported using a Clinical Rating Scale. This instrument was selected from a

number of potential family assessment devices because it encompassed and validated the

concepts which were generally accepted in the theory and practice of family psychology and

family therapy, including those in Bowen Family Systems Theory. However, there were

difficulties encountered when using such instruments in the context of assessing the functioning

of families in business. One of these difficulties was that assessment devices in general are
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usually geared towards the assessment of families who present for therapy because there is a

marital problem, or because there are emotional difficulties with the children. Families with

young or adolescent children are at an earlier stage in the family life cycle than the families

being studied in this research.

Two issues emerge from this. The first issue is to do with life-cycle dimension of families

(Chapter 3) and individuals using the questionnaire. The case study families could be labelled

using Carter and McGoldrick's convention as "families with launched children" and I or "families

in later life" which is further along the life cycle than families usually presenting for therapy, who

would be at the "families with young children" and "families with adolescents" stages (Carter

and McGoldrick, 1989, p1 5). Families, and the people within them have different development

tasks to attend to at each life cycle stage and between the different stages.

The second issue associated with using instruments for research which have been designed

mostly to inform therapeutic interventions is one of validity: often in the family psychology field

there is a heavy emphasis on identifying pathology and the pathologising process of

assessment and evaluation; no one in the families in this study was known to be receiving

therapy or counselling at the time of the research, and as Walsh (1993, p4.) and White (1995,

p16.) have shown, many "normal" people have the ability to function well enough despite

having the diagnosis of some dimension of pathology. It was important therefore to select an

assessment device which was benchmarked and validated normatively against a non-clinical

population, and which took account of there being different tasks and anxiety levels to be

expected at different life stages for individuals within the families. In relation to this project, the

FACES II assessment device was chosen for a number of additional reasons. It allows the

integration of systems theory with family development, and hypothesises that the stage of the

family life cycle and composition of the family will have a considerable impact on the type of

family system. It predicts that the diversity of family systems types can exist at any stage of the

family life cycle, and that in spite of this diversity, families will cluster together in some types
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more frequently than others. Responses can be grouped to assess couple and I or family mean

scores for cohesion or adaptability so that analysis can take place at subsystem level. It

assumes that changes can occur in family system types overtime, as required by changing

stages in the family life cycle, by new situations and by socialisation of family members. This

means that the case study families can be expected to be undertaking shifts in their functioning

because they are going through business, family and individual developmental processes

which can be conceptualised as a specific constellation of stressors (from which some families

generate a higher degree of anxiety than others) on their systems, pushing them to cope,

change and adapt in order to reduce the anxiety generated by these stressors.

As discussed in Chapter 3, change in systems can take the form of first or second order

change. First order change refers to minor adjustments in functioning in response to a situation,

change or an event, with no real change to the pattern of functioning. Second order change

occurs in families in response to a crisis. It requires emotional resources in the family system to

be mobilised towards changing their type of system to functionally adapt to the impact of the

stressor. The Circumplex model hypothesises that families who are rated as "Balanced types

(when compared to those rated as "Extreme types" families) will do better because they can

change their family system in order to cope more effectively with the impact of the stressor.

Changing their system effectively means re-negotiating the way people relate to each other,

and / or re-defining some of the norms on which the relationship is based.

One of the attractions of this model is that it accounts for developmental changes over time,

and it anticipates that changes are to be expected in relationships overtime. This made it

appropriate for longitudinal research because these families-in-business were expected to face

major change during the transitions in their family and business structures and relationships.

Olsen (1993, p.120-121) presented "a few generalisations that can be made about how

relationships successfully change as time passes" from which some propositions can be about

what a business family can expect in terms of relationship stressors when undertaking a
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generational transition in their business (Table 4.4 below):

Table 4.4 Postulates for Relationship Changes in Business-Owning Families

Successful Change in Relationships	 Propositions for Change in Relationships
in Business Families in Transition

1. An intimate relationship is able to balance	 1. Planned change with few surprises will
between too much change (chaos)	 ensure a balance between too much
and too little change (rigidity); 	 and too little change and will allow

time for relationships to adapt to the
________________________________________ 	 change.
2. Too much change leads to a lack of	 2. Leaving succession tasks until there is

predictability and chaos, whereas too	 insufficient time to experience and
little change leads to too much 	 adapt to the change will lead to
predictability and rigidity;	 instability or chaos. Those involved

will not be able to cope with the order
in their lives changing from being
predictable I rigid to being
unpredictable I chaotic. Too little

_________________________________________ 	 change_will_lead_to_frustration.
3. An intimate relationship is able to change	 3. Intimate relationships in business families

its system type when appropriate 	 allow those in the system to change
(second order change); 	 the way they relate to each other as

___________________________________________	 the_situation_requires.
4. Staying unbalanced (Extreme system 	 4. Relationships in business families will

type) too long can create problems in 	 suffer if conditions persist where
an intimate relationship,	 there is high levels of anxiety

generated by too much change or not
enough change during times of
transition. Pressure will be exerted to
ensure the process gets started,
continues to make progress and

________________________________________ 	 achieves completion.

Finally, the Circumplex model was chosen because it involves (and relies on) assessment of

the family as a whole system (i.e. completion of the questionnaire by as many members of the

family system as possible), and because sufficient evidence existed to demonstrate that it was

based on empirically proven concepts. The model's reliability and validity has been, and

continues to be effectively tested, and the norms used to set rating scales are based on

sufficient cases both normatively and with clinical and non-clinical populations. Since this

research is not about family pathology, it was also important that the instrument was suitable

for research purposes in non-presenting families. Over 1,200 studies that have used or are
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using the Family Circumplex Model and FACES questionnaires (Olsen, et.al, (1982). These

include studies into family relations and dynamics, stages in the family life cycle, marriage and

divorce, sexuality and reproduction, types of families, the family and society, physical health,

families with special problems, family counselling and education and theory and research. In

terms of studies into work and the family, there are two studies completed and four underway

into dual career families, one ongoing study into farm families and one study completed into

military families (Olsen, personal communication. April 1994). Lansberg and Astrachan (1994)

used a FACES questionnaire for their study into succession variables and mediators but other

than this, it is clear that assessment of family functioning in business families is still to be more

widely researched.

Despite the evident suitability of the model for this research, there were practical difficulties

associated with operationalising it. The respondents needed considerable guidance to fill in the

questionnaire so that they related their answers to the nuclear family who own and work in the

business (that is, the generations who own and / or work together now). Anticipating that

respondents would define which family was being referred to, a letter was written to guide

respondents and attached to the questionnaire. Nevertheless, some respondents (those who

were married adult children of the owners) assumed the questionnaire was asking about

behaviour in their immediate, new nuclear families; and others (those who are the senior

generation in the case study families) assumed it related to the families in which they had

grown up rather than the nuclear family they created. This meant that in some cases, the

questionnaire had to be re-sent and telephone calls made to clarify the requirements.

The FACES II questionnaire was used in December 1997, which was just over three years

following the initial survey questionnaire in which all firms responded that they expected their

succession to be completed within 5 years. Now that they were well beyond the half-way point

in this timescale, it was obvious that their family systems were affected by the stressors arising

from the succession process. The questionnaire was optional and of those families who did
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respond, the response rate was high (66%-i 00%). Only one family (Case A2) refused to

participate. The style and manner of refusa' in A2 was consistent with the pattern of parenting

emerging from the interviews of parental over-control, although it is to be expected that some

people have a disdain for psychological assessment tools. The results from the FACES II

questionnaires are reported in Chapter Seven.

4.7 Integrating the Data Collected for Case Study Analysis

To integrate the data collected for analysis, documentary evidence and questionnaire data

were examined alongside transcript data to substantiate dates, timings and events in the family

and business domain, since these are known to be important when exploring how families and

individuals manage anxiety and stressors. A "timeline" or time series analysis illustrating events

happening in the environment, ownership, business, ¶arrthy anó 'ice' iiv\ua\s'

was constructed for each case study depicting key family and business events over the lifetime

of the business and the nuclear family, based on all the factual information available throughout

the period of data collection from any of the multiple sources used.

The documentary data, along with information from the transcripts, the family assessment

devices (genograms and family histories), timelines and the successiän task checklist were

brought together for each family business to inform the writing of a case study (i.e. the central

analytic story). Having observed these families over the years and learned about their

backgrounds, personalities and histories, it became increasingly clear that an important result

in this research was the story of each case. These are reported in Chapter Five (Case Al, A2

and A3, the controlling owner recycle firms) and Chapter Six (Case BI and B2, the controlling

owner to sibling partnership firms). The cases are written to tell their story, in their own words

as far as possible, and to describe how they went about trying to make progress in their

generational transition.
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4.8 Conclusion

This chapter has described the research methods used to examine the influence of

developmental and emotional factors on the management of generational transitions by

business-owning families. The approach used was inductive and employed the multiple case

study method in which the design logic was replicated in all the cases studied. Data collection

involved in-depth interviews, documentary data and questionnaires. Each case represented a

whole family enterprise system facing similar emotional, structural and situational dimensions

inherent in the context of their generational transitions. The independent variables in the

selected cases were the life-cycle stages of family, business and ownership and within the

family, the stages of adult development were consistent for each generation. Using Yin's (1994)

design tests for validity, reliability and generalisability in a grounded theory approach, the raw

data were analysed and integrated into a central analytic story or written case study telling each

family's story and their approach to making progress through their generational transition.

Comparative case analysis was carried out to assess the ways in which these different families

went about the same tasks, and to specifically assess the influence of emotional and

developmental factors on their ability to make progress. The following chapters contain the

written case studies, the results of this analytical process and the conclusions of the study.
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CHAPTER FIVE

FIRMS RECYCLING CONTROLLING OWNERSHIP

CASES Al, A2 AND A3

5.1 Introduction

This chapter contains the written case studies of the three firms undertaking the change in

controlling ownership from one generation to the next. All the cases involved the transfer of

leadership from father to son. However, the transfer of ownership in each case was a much

more complex affair. In case Al, the senior generation was unable to settle the matter of

whether to transfer ownership in the form of equal ownership to the two siblings, whether to

give a majority to the designated leader who was the only sibling working in the firm, or

whether to transfer all the ownership to him. Case A2 was a "pure" controlling ownership

recycle in that the only offspring working in the business was the designated leader and would

become the sole owner after the second parent's death. Case A3 was a hybrid of the

circumstances in Al and A2 because the father wanted his son (who expected to be the

successor) to get total ownership of the firm, but the mother wanted the ownership to be split

equally between the son and his sister, who did not work in the firm.
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5.1
5.2
5.2.1
5.2.2
5.2.2.1

5.2.2.2
5.2.2.3
5.2.2.4
5.2.3
5.2.3.1

5.2.3.2
5.2.3.3
5.2.4
5.2.4.1
5.2.4.2
5.2.4.3
5.2.4.4

5.2.4.5
5.2.4.6

5.2.5

CASE Al

CONTROLLING OWNER RECYCLE

THE POWER OF THE PAST: ITS INFLUENCE ON THE PRESENT AND THE FUTURE

Contents

Introduction
Case Al: Controlling Ownership Recycle
General description
The first transition: controlling owner recycle (CO-CO)

1945- 1971: The early years as Start-Up I Young Business
Family / Gi Controlling Owner
1960: G2 Entering the Business
1971 - 1981 Gi & G2 Working Together
1981 - 1984 GI - G2 Passing The Baton

The second transition: controlling owner recycle (CO-CO)
1984: G3 Entering The Business / Expansion / G2
Controlling Owner
1984-1 994 G2 & G3 Working Together
1994-1998 G2 - G3 Passing the Baton

Succession tasks:
Management & leadershipdevelopment for the successor
Transfer of Important Managerial Tasks & Key Accounts
G3 successor Attempts to Become His Own Man
G2 successee Attempts to Build a Life Structure for
Late Adulthood
Progress and Lack of Progress on the Transfer of Ownership
Establishing Roles and Boundaries in Ownership, Leadership,
Family and Advisory Roles.

Conclusion: Notable features of the case study
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G1F:
GIFSp:
G2S1:
G2S2:
G2S1Sp:

G3S1:
G3S2:
G3S2Sp:

5.2	 Case Al: Controlling Ownership Recycle
5.2.1 General Description

Key Players (see family geno gram, Figure 5.2. 1):

The Founder; first generation (GI)
Founder's spouse
1st son & eldest sibling of founder. 2 generation (G2) successor.

son & youngest sibling of founder. Killed in accident in 1967.
Spouse of G2 successor. Daughter of firm's accountant in Gi
Sister to firm's current (G2) accountant.
Eldest sibling (son) of G2 successor. Works outside the business.
Youngest sibling (son) of G2 successor. G3 successor.
G3 successor's spouse.

1994/5 Family Business Sutvey Responses (ref. # 223):

• 100% family owned.
• Significant proportion of family in senior management
• 2nd generation in control
• No non-family or advisers on the board
• Has non-family in senior management
• No documented succession plan
• Last 3 years average annual sales growth I 0-25%pa
• Sales £2m+ per annum
• Would put "business first" in event of conflict
• 20 employees

Business Activity

This is a wholesale business based in Central Scotland selling parts to the transportation

industry. It employs 20 people and operates from very clean and tidy custom-built premises on

an industrial estate in Central Scotland. The premises are not modern, but functional. Al

carries out sales and service business all over Scotland and in parts of England and Northern

Ireland.
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G1F	 b.1911
1995 Stroke

95 dementia( 31

b.1936	 1G2S1/	 b.1937(G
1994: angina

33%

b.1964	 b 966

d.1967
Np2Sb.1946road accident I

G3S2Sp

7	 1 16	 I	 (2

Figure 5.2.la Case Al Family Genogram 1995

"Family Board"

G2SI	 G2SISp	 G3S2	 G3S2Sp

Managing	 Successor
Director

"Middle Management"

Sales	 Telesales	 Warehouse	 Office
(External)	 Transport	 Manager
(age 57)	 (48)	 Manager(28)	 (58)

1	 2	 8	 4

Figure 5.2.lb Case Al Company Structure 1995
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5.2.2 The First Transition: Controlling Owner Recycle (CO-CO)

5.2.2.1 1945- 1971: The Early Years as Start-Up / Young
Business Family / GI Controlling Owner

This wholesale business was established in 1946 when the founding couple's eldest son was

10 years of age, and in the same year that the youngest sibling was born. The founder (GI F)

decided to set up in competition with his previous employer. Stories characterising the

founder's rugged individualism were told by family members describing the difficulties he

faced in trying to get the business going at all, and how his children saw little of him as they

were growing up because the business occupied him fully. He had to deal with trade suppliers

who had refused to supply, his ex-firm was making it as difficult for him as possible, and he

was forced to seek alternatives and devote his time to getting the business established at the

expense of family time. His eldest son, (G2S1), did not see much of the founder at that time:

It all started that way. I was 10 at the time, and the sort of things I remember: the
beginning, no premises, all he had was a van and he was out on the van all day,
selling. And he sat at night doing paperwork because he was having to give people
credit. [AINI/G2SI/1/p7].

5.2.2.2 1960: G2 Entering the Business

The firm struggled to grow in the early years. G2S1 qualified as a draughtsman but with the

future looking bleak in a declining industry, he decided to join the family business when he was

25. There may have been other, more family oriented reasons for joining the firm too: he had

been going out for four years with the daughter of the firm's accountant, and his marriage

coincided generally with the decision to join the firm.

At that time, the firm was not doing very well:

..l was actually quite late getting into all this because when I came into the business
(inaudible) if we survived and got into the black that was a good year... it was only
when my father was about 60 [1971] that the company was making the kind of money
that enabled him to pump some into a pension. And he was 60 before he got started
on it... I was about 25.[AIN3/G2SI/31p10].

A lot happened in this family and business between the early I 960s and 1971, before things

started to improve.
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1967: Tragedy in the Family

In 1967, when the founder was 56 and working with his two sons in the business, the youngest

was involved in an accident. The eldest, G2SI, described this:

My mother and father had a - and myself too - had a big tragedy in their life, because I
had a younger brother in the business and there was 10 years between my brother and
l...he was out as a rep and he got killed in a car accident while he was working...That
was a tremendous blow to mother and father. To be honest, they never fully got over
it.[ibid. p11].

At this time, the business became the axis around which the family focused its energies. It

needed their attention to survive and grow, and they needed the resources it could provide to

survive. G2S1 had two children under 5 and a wife at home. The founder, at 56, also had a

wife not working and had no pension arrangements in place. Their retirement, whatever that

would be, was clearly going to be dependent on what their sons could make of the business.

Now, this tragedy devastated everyone involved:

Shortly after that, maybe a year or so, my mother came to work in the office, mainly
for therapeutic reasons because she never had any notions to do that, but badly
needed something to take her mind off other things. But once she got in she actually
enjoyed it. She was in the office for about 15 years, until eventually she was getting a
bit past it. [ibid.].

It seems that the successor (GI SI) took the burden of handling this crisis fully on his

shoulders. By 1971 the firm was doing well. At this time, he was 31, and having to think ahead

and look for ways to secure and income for his parents' pension and retirement, and also look

for ways gain some autonomy for himself in the business. Decisions were made about

channelling funds into his father's and his own pension funds. His mother appeared to be

finding some therapy from working in the business: it allowed her to be close to her family, yet

with sufficient occupation or distraction to give her own space. His own family were growing up

and the business was holding everyone together financially and emotionally. All was not ideal,

though because the founder was renowned for his fiery temper and his son was also known as

the one who would usually bear the brunt of it.

5.2.2.3 1971 - 1981 GI & G2 Working Together

The years between 1971 - 1981 were not easy ones for the successor-in-waiting (G2S1). A
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non-family manager [NFl recalled:

[the founder] got upset so much easier and probably forgot it much quicker, whereas
[G2S1] would take quite a bit longer to get upset about something. But [the founder}
was quite a volatile person...[AIN4/NF/1p2].

In addition to this, he recalled that there was a difficult period for G2S1 when, having decided

to do something about the unsatisfactory work performance from his nephew (on his wife's

side), he called an ex-employee [NF] to invite him back to the firm:

...they actually had a family member doing the job at that time, who had been here for
about seven years, but out of that seven years they reckoned that perhaps he had
given six years' work... he doesn't work here anymore; I'm sure it must have been quite
difficult because his father was the warehouse manager.[AIN4/NF/1/p31.

However, the successor did what had to be done and the non-family appointment was made.

During these years, he was working on putting the people in place he knew he would need to

support him in the struggle for power with his father.

5.2.2.4 1981 - 1984 GI - G2 Passing The Baton

By 1981, pressure was mounting for change in the leadership: the founder was 70, his wife was

still working in the business but finding it a bit much, and the successor was by now 45 and had

worked in the business for nearly 20 years enduring his father's temper and the occasions

when he was humiliated in front of the staff. The third generation were also growing up: the

eldest (G3S1) was at university and hoping to work in computing, and the youngest (G3S2)

had left school and was working in an insurance company, not having shown an interest in the

family business. The founder was aware that the business was his pension, because with only

10 years' worth of contribution built up, his choice was either to sell the firm and live on the

proceeds, thus endangering his son's opportunity for employment and wealth; or, the parents

would have to remain reliant upon the business (and therefore the leadership of their son) for

their income. Theirs had been a "business marriage, and the business had been the focus of

their lives initially because it was their livelihood, but then after the death of their son, the

business became the place that connected the family in grief, and gave them a process and

routine of work to distract them from their grief. Now in their 70s, they were faced with the
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emotional challenge of being a couple again but without the business being there as a buffer

their relationship. Since they were also financially dependent on the business, the founder

therefore had emotional and economic reasons for staying involved.

This clearly caused a great strain on the whole family. The successor's spouse recalled how

her husband avowed not to put his own son through what his father had put him through:

The one problem I think [G2S1] will try to avoid is that his own father came in far too
much for far too long and didn't quite know when to step back - in as much it got to the
stage that [G2S1) couldn't get on with what he was doing with his dad sort of sitting
there; and he always says I'll never make that mistake with 1G3S2].
[A1N4/G2S1 Spp5].

The non family manager recalled how it took from 1981 to 1984 for the founder's exit to finally

happen: At 70 (i.e. 1981), the founder had intended to retire, but in fact:

the father hung around until he was in his 70s; although things had been passed
over.., he had received his parting gift. I think at that point he was 73 and [G2SI] had
said "I will not hang around like my father did. There will come a day when I will just
not be there." If he has got the money, why not?.. .Although [the founder] sort of retired
at 73 he still came in every day and at times it was a bit of a nuisance because he
was always looking for someone to talk to and that just went on and on. He would
come in and hang around for a couple of hours then would go away with the banking
and that was it really. It just got him out from under his wife's feet. [A1N4INFIIp5-61.

By 1984, although the shares had been transferred to the successor, the founder was still

unable to create a life structure away from the business. His wife had ceased working in the

business and her roles (functioning as the emotional buffer between father and son, and

functioning in the business role of payroll / administrator) had been taken over by the

successor's wife. To manage the anxiety that was being generated by the unstable father and

son relationship, the G2 successor needed to have the support of people of his own generation

in order to cope with family and managerial relationships. By 1984 he had positioned a senior

non-family manager (one of his peers) into a key sales role, and he had his wife dealing with

the aspects of business deemed to be uprivate such as payroll and banking. For outside

advice, he was using the same accounting firm his father had used, but by now he was dealing

personally with the son of the founder's adviser (his wife's brother), so the outsider" on whom

the firm relied for external advice was also in some senses an Insider".
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However there were other pressures mounting in addition to the founder's ageing which were

to cause the first transition to go beyond the point of no return, from the second and now also

the third generation. G3S2, the successor's youngest son joined the business in 1984. These

structural changes, as well as the onset of physical deterioration is may have contributed to a

sense of isolation for the founder in his firm. For the successor however, he now had his hands

full trying to change his role from junior to equal to successor with his father, and at the same

time, begin the process over again with his own son. It is not surprising that he brought his wife

(who was reluctant to get involved) in to this triangle to support his efforts. The second

generation successor recalled:

My son [G3S2] didn't really see my father in operation because by the time he came
in my father was technically still an employee of the - you know - a working director.
But by that time he had really - his role was really wandering about, watching what was
happening. [A1NI/G2S1/1/p6].

When asked about the whole process of taking over from his father, he reflected:

It [i.e. the founder's temper] did affect our relationship, my father and I. Though
basically we worked for many years and got on fine and...when the kind of gradual
changeover of responsibility took place, it all happened extremely painlessly. My father
was very happy to pass over his shares, and do all the things that were necessary for
the ongoing of the business - never any hassle. The only hassle we had was when he
lost his cool, which was fairly frequently. [ibid. p8].

In 1984, circumstances had changed a lot for the founder: he was now 74 years old and was

being observed by all as doing only menial jobs in the business. He was still a director but not

a shareholder anymore. His successor, now 48 years old, was making excellent progress with

the business upon which the founder relied to supplement his and his wife's retirement income.

The successor had also engaged his own wife in the business and her role was becoming quite

cleaily defined. Finally, his grandson (now 18) had joined the business and was observing the

struggles between his father and grandfather:

my memories of my grandfather are very good because he was a very kind and a
very good man. But I have heard a lot of stories and I have seen once or twice,
instances of him on a very short fuse and often he would apparently give my dad a
right good dressing-down in public which - you know - when its the future boss - for
making a mistake. My grandfather didn't always treat that mistake well. He didn't
always handle it well. [A1N2/G3S2/1/p8].
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All these pieces, but especially the timing of the third generation joining the firm, shifted the

balance or equilibrium beyond the point of no return: time and change were working against

the founder. The successor had been working to change the culture in the business from one

that was characterised by conflict and flare-ups to one of quietude and consensus. For the

founder, it was now perhaps time to let the next generations go their own way, and he ceased

coming into the business after 1984. Between 1984 and 1997, the founder and his wife got

their retirement, However both now live in a church-run nursing home, each requiring constant

nursing support: the founder had a debilitating stroke and his wife has dementia. Since there

was no health insurance, their estate (from the sale of their home) is being used up to pay for

the cost of constant healthcare.

5.2.3. The Second Transition: Controlling Owner Recycle (CO-CO)

5.2.3.1 1984: G3 Entering The Business
Expansion I Entering the Business I G2 Controlling Owner

When the third generation (i.e. the successor's youngest son, G3S2) joined the business, his

parents and particularly his father had already given a great deal of thought as to how to

implement the three significant lessons of family business learnt from the first period of

ownership under the founder as controlling owner and from the recycling of ownership to the

current controlling owner: G2SI. These were to do with

1. the circumstances under which their sons should, if they wish, join the firm;

2. the type of company culture which should be created and preserved in order to allow good

working relationships; and

3. the way in which the next successor would take on and be given responsibility.

Although he was able to articulate these lessons very well, and was emphatic that he did not

want to repeat the pattern that had gone before, the successor soon realised that some

aspects of implementation were more difficult than he had envisaged because there were

other family considerations to be taken into account when taking decisions about the business.
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Between 1964 and 1984, the second generation was a Young Business Family struggling

typically with the challenges of parenting their own children, and dealing at the same time with

the consequences of their own parents' ageing. This was made all the more intense by 1984

because all three generations relied on the family business for their livelihoods and economic

well being. One of the bittersweet aspects of this is the prospect of the family business being

both a tremendous opportunity and a tremendous burden: in this family, the evidence is

consistent with there being a strongly held belief by G2S1 that the family business would be a

burden to his offspring unless he ensured that certain things were done differently to the way

they has been done in his father's day. Under different circumstances, the family business

could offer opportunities for personal wealth creation, employment and job satisfaction.

He and his wife were clearly aware of the strain which being a family in business can create

and did not want to impose working in the business on their own children. Asked if the eldest

had ever been tempted to consider joining the business, the successor's wife [G2S1Sp]replied:

Never. The one thing [G2SI] and I both had made out minds up about when we had
the boys was that never at any time would we even try to influence them to come in,
because [G2SI] felt so much that it had to be their decision. And he said that if they
come to me one day and say 'Dad I would like to get involved in the business" he said
that's fine, but he says no way will they ever come into the business and a few years
down the line say "well, if you hadn't talked me into it..." [A1N4/G2SISpIp4].

However this has not been an easy lesson to adhere to for these parents. It turned out that her

husband had in fact been encouraging their eldest to consider the family business as a career

opportunity. She went onto say:

[G2S1] has spoken to him [G3SI] a few times and said 'any time, even at this late
stage, if you ever want to be involved in the business all you have to do is ask and
we'll get something done"... but he has never asked. [ibid. p4].

Perhaps parents do not want to admit that their feelings, thoughts and actions are inconsistent:

here they felt the wish to have both sons on board and although their thinking was that it

should be their own choice, they acted in accordance with their emotional needs rather than

their thinking minds. Nevertheless, the next generation is finely attuned to the signals
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transmitted about this even if it only exists at the subconscious level in their parents' minds. As

G3S2, who was to become the controlling owner of the third generation, recalled:

I am told that when I was four, I was brought into work, which was not these premises
here, and I told my grandfather that ["Founder's name Limited" was one day going to
be ['G3 successor's name Limited"].. .1 don't recall that, but that obviously made an
impression and for several years after I was told that this was a competent statement I
had made. [A1N2/G3S2/1/pl].

The second generation successor's eventual decision to join the founder in the family

business, he said, was to do with poor career opportunities in the industry for which he had

qualified rather than coercion. However the coincidental timing of G2's marriage implies that

joining the family business offered a fast track to a life structure for middle adulthood. His

spouse recalled

.things weren't just going to be going along the way he wanted and I think he thought
it would be a very good idea to get involved in the business; but I think originally it was
his idea but quite often, looking back, he'll sort of say "why did I do it? Why did I ever
do it?" you know - when he's stressed out - and "I would never put this on any of my
own boys" [ibid. p4].

It seems that as parents they had struggled with separating Out the opportunity which the

family business can offer from the difficulty of managing the process of working together. This

may be one of the reasons why the successor, as a father, could not help keeping the door

open for his eldest son despite the continued lack of interest in the firm.

The inconsistency around terms of entry to the business, ironically, became one of the few

issues to cause tension between G2S1 and his own successor: G3S2. Knowing that his eldest

son's needs would change over the years as he married and settled down, and that working in

the computer industry would render him vulnerable to the bigger forces of the world economy

and rapidly changing technology, the successor ensured that he left the door for entry to the

business open for the eldest son. He mentioned in one interview that he wished they both

worked in the business because it would "make everything easier", and qualified this as

meaning he could then leave his estate divided equally between the two sons. At present, he

is in a quandary about how to complete his will because although he wanted to leave it equally,

he knew that this would create friction between himself and his successor, and between the

150



two sons. As the youngest son, who was also to be the G3 successor emphatically pointed out

in the last interview of the research period:

I think he's fairly keen on the shares remaining equal. He [his father] and I have talked
about this several times and I highlighted some of the inherent dangers of the shares
being equal; at the moment my brother and I get on fine, and we don't really talk much
about the business. But who knows if in 10 years time and perhaps he has got his wife
thinking they may take more interest in these things and try to influence matters...
Just one thing, its more a problem for my father because he's got to be fair in the
matter that my brother's the eldest son and traditionally the eldest son might be
expected to inherit more or whatever. But my dad wants to divide it equally. I want to
make sure that if I'm in here, grafting, them I'm working knowing my destiny's in my
own hands and that I'm not working for other people who, you know, I love and all the
rest of it but at the end of the day I want the control to be in my own hands, 'cause I'm
the one that's grafting for it...
So I think, well, I know that my dad has now said that what we need to do is organ ise
his will in such a way that the majority of shares come to my side of the family, not all
of them, but just so I have a majority shareholding. So, I don't think he has organised it
yet but he's said that was what he was going to organise. [A1N4/G3S2I2Ip12J.

It is clear from this that his parents are unable to separate out the various issues at work in

their dilemma over their estate planning. They are trying to implement better practices than the

G2 successor had observed about how family members enter the business by avoiding

coercion and other forms of luring their offspring into the family business. However, it is the

offer, and uptake of employment which would solve their equity / equality estate plan

dilemma, and they are foregoing good practice as employers to try to salve their consciences

as parents.

Although this is technically a Co to CO transition, in reality it is a hybrid form of CO to SP

transition. Leadership will still be concentrated in the hands of one controlling owner, but the

ownership may well end up being diluted. The second generation successor [G2S1] is using,

as far as possible, the way the first CO - CO transition was managed / mismanaged to guide

his choices but since his parents did not have to consider sharing the ownership because of his

brother's death, there is no precedent to guide which choice to make. Under these

circumstances, the default decision seems to be to find the solution to the estate planning

dilemma in the linking of family employment to conditions for equal ownership, despite the

problems which this route is already creating in its turn. Implementing family business lesson

number I has turned out to be for more complicated than was envisaged. Parenting, managing
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and owning are all interwoven and attempts to separate them out call for conversations which

could potentially engender heated exchanges between family members.

How conflict was to be managed was the second key area which the successor vowed would

be very different in his regime. Having had a working lifetime of overt, often public conflict, he

was not willing to get into conflict with his family if it could be avoided, or put off for as long as

possible. This approach to conflict by definition meant that the opportunity to learn from

working through conflicting viewpoints was being denied.

5.2.3.2 1984-1994 G2 & G3 Working Together

When the founder retired and his only surviving son [G2S1] took over as the next controlling

owner, it was already apparent to the family and to employees that his style of leadership and

decision making would be very different to his predecessor's style. Also, the nature and style of

the new father and son team working relationship would be different. The period of 1981-1 984

was a period characterised as both Passing the Baton for Gi and G2, and at the same time,

Entering the Business for G2 and G3. In 1984, with the final departure of the founder, these

phases abruptly ended and a new phase of Working Together ensued for G2 and G3 which

lasted until 1994.

Typically in the founder's day, decisions had been made on the hoof and unilaterally. If the

founder disagreed with what, or how things were to be carried out, his son said he would

...have this blow out. Then a quarter of an hour later he couldn't be nicer to everybody,
like as if he were trying to make up for it. And I thought "well, I think its better in life if
you can manage to avoid that.". [A1NIIG2S1/1/p8].

It is not hard to imagine how the successor would prefer, and aspire towards a culture of

conflict avoidance rather than the culture of unpredictable flare-ups of temper. That he

achieved some shift in culture was evident from this comment from his youngest son, the third

generation successor, who knew that his father had had a rough time:
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Now I have made a lot of mistakes in my years as well but fortunately my dad has
maybe taken me to one side and said "you shouldn't have done this, here's how you
should have handled it". [AIN2IG3S2I1Ip8].

His father's description of their working relationship emphasised the benefits they enjoyed from

there being a much more peaceful atmosphere in the company:

Also I think both of us - I don't want to presume anything - but we never do any
shouting. There is never anything - [G3S21 will deal with anything in a very quiet
manner, the same as I would do. I think that helps too... no disagreements between
[G3S2] and I. [AIN1IG2S1/11p6J.

However, this peace seems to rely on the junior generation's respect for the senior

generation's rank, authority and family hierarchy, just as was the case between the founder

and G2. This serves to repeat the issue of the father & son being unable to find a way of

resolving their differences, by driving them under the surface. It also sustains the family

tendency to avoid learning from issues that may cause pain or upset, as G2 claims there has

"never been any disagreements at all..." (ibid.).

This "culture of avoidance" in Case Al is evidence of how powerfully the past (with the weight

of its cultural values and patterns) is always in the present, and how heavily it weighs on

people, influencing the way they go about their tasks and interactions with others. In this family

business, their current predispositions, styles the firm's culture can only be understood against

the backdrop of the past.

Although this process of communication reJied on a respect for parental and occupational rank,

it was not enough to satisfy either party at this time on the matter of how the transfer of

ownership of the business was to be decided. From the dialogue on p.151 above it is clear that

the G3 successor, whilst acknowledging respectfully that the contents of the will are his father's

business, fears that their usual approach to decision making will compromise his Dream. This

means his controlling ownership would be diluted and under threat of interference by inactive

owners. At this point in the research, they had reached a stage where G2S1 knew he had the

power to decide, but was not able to exercise his right because he feared the consequences.

Consequently he was stuck on the matter and made no progress on it throughout the research
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other than to have heard his successor become more vocal and emphatic about his opposing

views on the matter. The "no shouting" culture did not prevent feelings running high, and

naturally each party took their anxiety about this into other relationships, creating emotional

triangles to alleviate their anxiety.

A second feature of the different culture of the firm under the second generation's leadership

was the issue to do with respect and how respect was generated and earned rather than

commanded. Although he did not respect the founder's communication and leadership style,

the successor certainly respected his father for what he had achieved as a businessman and

the opportunity it created for their family's creation of wealth and self-direction:

My father started the business, so naturally he had a fair amount of ambition and drive
to ever dream of believing in what he was doing and get involved in this business fifty
years ago to the year... I was 10 when my father started the business and of course we
have often reminisced about it as a family. [He managed the depot in Central Scotland
for a national company] for about 5 years and it was doing so well that he thought that,
well "why don't I do that for myself?" ... So you know that took a bit of courage and a
wee bit of ambition to get out of what he was doing and start from absolutely nothing.
He had not, I mean, literally I think he had about £100 to get the business going and
he spent £80 of that buying the van and the van was the business.., selling to
customers [of his ex-employerj when he suddenly arrived standing on their doorstep,
explains what had happened and they were saying "that's nice, that took a wee bit of
courage. What have you got on your van?" and it all started that way.
[Al NI /G2SI /1 1p6-71.

He [G2S1I also reflected on how this important feature was passed on to his son, the next

successor:

I think [G3S2] has just, I mean he has shown a lot of aptitude in the business and I
think people have seen that, that he's a very hard worker, puts in a long working week
and I think that too earns respect. He's in, in the morning at 7.00; he's not relaxing
under his father's coat-tails, he's very much in there driving the business now. That
earns respect. [ibid.p8]

The earning of respect has been linked to success from courageous endeavour and has been

transmitted through the generations of entrepreneurs in this family. A year before the

announcement was to be made in which G3S2 would be given the title of Managing Director

and become the G3 successor, he described his aspirations in the following way:

It is something that I have wrestled with for 3, 4 years now. My grandfather started a
business and made it from nothing into something, so he made his mark. My dad took
it from where it was, greatly increased the turnover and made it a very profitable
company. So he had made his mark. When it comes to the third generation, what am I
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going to do with it? I've talked about this to close friends, and my dad. The temptation
is to sit back and say "well, we've got a good business - there's not an awful lot can go
wrong" [A1N2/G3S2/1/pl 0].

It is clear from this that he is perplexed, though not fearful, about what to do next. He wants to

be courageous without engendering too much risk, and to make his own mark and become his

own man. Then he would have earned the respect of his colleagues and would have carried on

the family lore of respect being duly earned through courageous deed. This was achieved

between 1994 and 1997 (described below) as father and son began in earnest the process of

passing, and taking, the baton.

1994: G2's Illness

Throughout the period from 1984-1994, all those in the family and business had learned that it

was possible to carry out business in a non-confrontational, respectful way. However, one

wonders if there was an emotional price to be paid for the culture in the firm taking such a

swing in the opposite direction so swiftly. The suppression of conflict means that the anxiety

generated by tricky situations has to be managed somewhere in the system. Typically in family

systems, chronic anxiety can be tolerated using coping mechanisms (for example, how the

successor brought his reluctant wife into the business for support when his working relationship

with his father was difficult). However, when stressors lead to anxiety generation becoming

intense, or for sustained periods, then emotional, physical or social symptoms can appear, and

in 1994, the second generation successor, now 58 years old, was hospitalised with angina.

This, according to a senior non-family manager was the trigger for earnest activity in making

succession arrangements, apparently because he truly thought he was going to die in the near

future. According to G2's spouse, G2 regarded the heart problem as a "warning":

I think it's just been a combination of things. Maybe a lot more stress in as much as a
lot more competition in business life and they were having to work harder to get the
contracts and to just stay the same. And it was pressure, pressure, pressure all the
time. Plus, I must say - I mean I keep talking about our church life - [G2SI] was an
elder at that time and he had a lot of, there was a lot of problems in the church with
one thing and another - they had a lot of elders' meetings which went on 'til midnight
sometimes one o'clock in the morning. And I think it was just too much of everything
all at the one time... .he really took stock of things then because up until then I doubt if
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he'd been at the doctor for 10, 12, 15 years sort of thing, you know. And suddenly he
was faced with this problem with his health, and I don't think then, he thought, right,
I've got to get things in order. ..[A1N4/G2S2Sp/1/p91

It led G2 into a state of panic which was carried over into their lives in the following years.

This illness triggered a shift in the life cycle for the family and the business: the Working

Together phase had come to an end and there was a sense of urgency to commence and

make progress with the next stage: Passing the Baton.

5.2.4 Succession Tasks:

1994-1 998 G2 - G3 Passing the Baton

The third lesson which the second generation successor had learned painfully from his own

father, and was keen to try to get right this time as he went through the same process with his

son was how to prepare his own successor for taking over the control of the business. The

illness created a sense of urgency for tasks to be attended to. The one given most attention

was how to match increasing his successor's responsibility and autonomy with the phasing out

of his own power and authority. As with the other two lessons described above, there were

elements of implementing the learning and doing it differently that led to much success, but

there were also complications, mainly originating in the family system, that compromised the

success of the task.

G2 knew that succession of his leadership required the successor to shift in role from being a

novice employee, to becoming a capable manager, then to become a leader able to inspire

and take full responsibility. At the same time, G2 as the successee has to shift his role from

being the one in full responsibility, to overseeing the next generation taking on responsibility,

and to being willing to let them take over control. Meanwhile, in his own personal life, the

successor has to balance family and business, and become his own person by separating

emotionally from his family of origin to achieve independence. G2 had to accept decline and

build a satisfactory structure for later life to allow meaningful occupation outside and inside the

business.
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In this case, the work that was done on developing the successor was meticulously planned

and executed, and the successee's willingness to step back and oversee his son's taking over

of authority and control unfettered. The seamlessness with which this all took place was a

function of how developmentally ready all the players were in the system, and therefore of how

ready the whole family enterprise system itself was for the transition. The successor had been

trained as a manager and leader, and from the family perspective, was ready to "make his

mark" and was looking for opportunities to demonstrate courage and achieve success. The

successee, having had a fright with his health, needed to be assured the successor could

perform in order to bring calm where possible into his life. Father's and son's life stages were

in alignment and this led to much progress being made quickly on the leadership transition.

However, building a life structure for late adulthood is not something that can be achieved

quickly and the father struggled with being apart from the business and back in the home, as

indeed his own father had done. Once again, although a lesson from the first succession

transition had been taken on board (in this example the lesson was about transferring power

with minimal interference), it was proving much harder than G2 had expected to behave

differently to the pattern set by the previous generation, and therefore to avoid the same traps

that his father had fallen into. Although G2 was not "interfering" in the sense that he was

undermining his son's decisions, clearly he still had a very strong need to be involved in the

overall direction of the business. To the extent that this suited the successor, it was not yet a

problem between father and son.

However, the will, and how the business ownership should be transferred to G3 was certainly

an issue for the parents, and became a cause for increasing concern for the successor. This

remained a problem throughout the research period and was not resolved in this time (94-98).

How these succession tasks were attempted is described below.
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5.2.4.1 Management and Leadership Development of the Successor

The third generation successor [G3S2] was 28 years old, married with a young family and had

been working in the firm for ten years. He had earned the respect of the workforce during this

time, mentioned above, by working long hours and working hard. However, tie did this whilst

following a development plan laid out by his father:

My father is still into this principle of the fact that I would have to earn any respect that
I was to get. I couldn't walk in as a fresh faced 18 year old knowing nothing and expect
to walk into a responsible position...l understood it then but I understand it better now.
First two years that I was in the company I was just like the boys who start here
washing the cars, making the tea. ..just menial everyday things, but all the time
learning about the product through handling it and that kind of thing. After that I had
about another two years where I did a pricing job where - we now have a computerised
system.. so I did two years on that sort of pricing side of things...l was then put on the
road and for roughly two years I was out seeing customers and knocking on doors
trying to get business, further increasing my understanding of the product in terms of
how it applies to the customer. So that was the third stage - the fourth stage was I
came back in for an inside job and did the warehouse manager's job... running the
warehouse, being in charge of the good-in goods-out procedure, the warehouse
boys... for maybe two or three years. The last two or three years have been spent on a
more sort of general manager's position.., most of my day is spent handling the major
accounts, both purchasing and selling to them, making sales calls, I'm responsible for
the quality assurance system of the company as well. I am just at the stage... of
gradually taking more and more from my father as he takes less and less...
It used to be that if an awkward decision had to be made, a price which was too close
for comfort, do we do it or not.., it would always be that the answer had to come from
my father, now people come to me as much or even more than my
dad.. .[A1N2/G3S2/1/p3-5].

One of the important elements in the transfer of seniority to the next generation, and a true

measure of the senior generation's trust and belief in the leadership of the successor is the

transfer of important managerial tasks and key accounts. In this case, G2 worked assiduously

on this task and had the details of the timing and method worked out well in advance. There

was also evidence that he had truly delegated many other tasks. In 1996, a non family

manager was asked to think about specific aspects of the work which was being handed over

to the successor:

I was amazed recently, I was looking for a particular order that had gone missing,
discovered that it was in [the father's] order set. I thought it must have just happened a
few days previous, because it was only seven orders down from his top copy and it
was in fact from three and a half weeks. At first, I could hardly believe it because as far
as I was concerned he and I wrote most of the orders in the place. I would have
expected him to have written several hundred in that time. I am only next door, I didn't
realise just how far back he was.. .1 was amazed. [A1N4INF/11p6-7].
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The final piece in the handing over of internal control of the business was the major accounts

in N. Ireland. In May 1996, handing over this was a major concern of the father:

a third of our business is in Northern Ireland and I visit the customers over there.
Next time I go I'll be taking [G3S2] with me because its time he knew the geography
round there and knew the people. He knows a lot of them and has talked to a lot of
them on the phone, but, well, when you get to my age you never know the minute your
health might become a bit more indifferent and its difficult maybe to feel up to going,
so I need him integrated into that... and I don't have to feel committed to doing
that.. .we need to make sure that if anything happens and I am not able to go there is
no lack of continuity there, that [G3S21 is well integrated into it and can pick up the
threads. [A1N3/G2SI/3/p9].

5.2.4.2 G3 Successor Attempts to Become His Own Man

As the third generation successor amassed more experience of the business during the

Working Together years, he became conscious that a major part of his own growth as a young

adult and as the successor in the business was to find his own way to "make his mark" in the

business. Now aged 30, he had established his first life structure and was gaining credibility as

a mature adult. He was in the process of Becoming One's Own Man and he was seeking a

way to achieve this through making a difference in the business, as was the pattern set by his

father and grandfather who were described as "courageous" in their business endeavours.

This developmental work was taking place against a backdrop of an increasingly competitive

business environment: a new competitor had emerged in 1995 and had set up about 15 miles

away. It was set up as a subsidiary company of a major competitor and was regarded by

father and son as if it were a significant irritation. They expected a repetition of the past when

this had happened before, namely that the parent firm would subsidise a low cost entry to the

market and some customers would switch to enjoy lower prices for a while. However, no firms

in the past had sustained their low prices for long enough in order to match or better the

experience and service offered by G2's family business. Its economic stamina allowed it to

remain viable during the battle for customer loyalty and this usually meant that the newcomer

gave up after 6-18 months. Nevertheless, the competitive threat was still to be handled

delicately with clients, and gave the successor food for thought as to how to make his mark:
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I think in terms of our company's competitive growth we have reached a point where in
our present market place in Scotland and N. Ireland we have really taken it as far as
we could. We were just resting on our laurels and hoping that everything stays the
same but it never does. [AIN4/G3S2/2/p5].

Recalling his comments seven months earlier about his search for a way to "make his mark" in

the business as had his predecessors, it is clear that felt the timing was right in terms of his

own readiness and in terms of the competitive environment, to take control of the strategic

direction of the company. As mentioned earlier, the past weighed heavily on the present in this

case; on this occasion it took on a positive form as the successor seemed to relish the

prospect of making his mark and becoming a worthy custodian of the business during his

tenure. Resting on the laurels earned by previous generations was not acceptable.

Towards the end of 1995, the opportunity presented itself to the firm when a competitor in the

north of England let it be known he was looking to sell out, and was interested in selling to this

family business. Father [G2SI] and son [G3S2] were both ready to seize the opportunity for

their personal developmental reasons as well as the for the common good of the business, It

was a good move for the business as it would allow the firm to increase its critical mass and

competitive presence throughout the UK. For the successor, it was an opportunity overtly to

make his mark, and developmentally it was the opening he was looking for (over and above

taking over the firm as his father left it) to build the structure within which he could Become His

Own Man.

His father clearly saw this as a timely opportunity for his son to learn about being personally

responsible for raising the risk profile of the business, and ensured that his son got experience

of dealing personally with the professionals and others who became involved in the valuations

and transactions. Although the deal did not actually take place at this time, it was clearly an

exercise for the next successor in strategic management and strategic leadership, and it was

not a waste of time because it led him to think more laterally about ways of achieving the

strategic objective other than by acquisition:
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what we did do is we said "well, the acquisition's dead so what's the next stage? And
we've decided what we'll do is make a presence south of the border and . . .we've
decided that the sort of area we should be looking at is maybe Manchester, south to
Birmingham and over to Leeds, that kind of central - that's quite a large area but that's
the sort of area we were thinking of a core of business in. So we have since agreed
terms with an agent there.. .what we're doing is trying to build a picture and once we
feel there is sufficient business for us, then we will come up with a depot or something
in that area.[A1N41G3S212/p3].

Asked whether he consulted others during this period to help his thinking, he replied:

I don't think so, not outwith the company. Obviously my father and I worked hand in
hand in it, and our warehouse manager... I get along very well with him. I usually
discuss these sorts of things with him, and of course [his wife].[Ibidj

This strategic exercise had provided experience for the successor in many ways, and had

tested the capability of the newly emerging senior management of the firm. Also, the

successee could gain assurance (and therefore reduce some of his anxiety) from his son's

handling of the exercise that he was not going to jump at the first chance to come along to

make his mark, but was able to assess the risk involved and seek alternatives or wait.

By the end of 1996, the acquisition was back on the table again. This time, the successor and

successee worked hard to find a way to secure a deal. Finally, they agreed on owning 51% of

the firm even though their accountant and bank advised against it. G2S1 described the effect

on him of this as "energising" and that his health was improving generally. He said his

successor was feeling "bullish" and that responsibility for the business now rested on his

shoulders [A1N5/G2S1/5/p3].

Between 1994 and 1996, the successor completed the final stages of becoming the firm's

general manager by taking over major customer accounts. The successor's closest colleague

was promoted to a more senior role. The father's intention was to hand over the title when he

was 60, and remain involved in the business, but easing off, until he was 65 unlike his own

father who had remained until he was 73. He would not leave until he was assured of being

financially independent of the business and again, unlike his father, he had pension and other

investments lined up to ensure he would not be a burden to the company. In August 1996, this

succession timetable was on target as the successor explained:
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There's a significant stage taking place in a fortnights time where there's a letter going
to go out in the payroll and its going to inform everybody that of a change in roles
within the company, where as of the end of this month, I'll be referred to as the
Managing Director and my father will pass that title on. Also, [the non family manager]
I have a good working relationship with, he will be classed as the, I haven't thought of
the exact title yet, but it will be something like Works Manager, or General
Manager... now that will probably be the clearest signal to everybody of the change in
the relationships... it will be recognised from that point on that he is no longer the boss,
but after that I don't see that being the final cut off point. The day that letter goes out,
the next day nothing will have changed in terms of his working hours and his
responsibilities, it will just maybe give him a wee bit more freedom that knows that he's
no longer recognised as carrying the final decision. But when a decision is being made
we will still be up there talking to him about it. All that happens is then over the
proceeding 3, 4, 5, 6, 10 years he'll just gradually become less and less but with no
final cut off. [A1N4/G3S2/21p91.

This was not to be a surprise for anyone in the firm, and the seamless way it was done was

characteristic of the quiet, unobtrusive culture engendered by the second generation:

Over the past 3 or 4 years we've discussed it openly... it was "right lads, just do it
anyway on my 60th birthday" and I can't remember whose suggestion it was but we
decided that obviously the people have to be told about this. We're not going to
advertise the fact, we're not going to phone up all the customers, its just going to be an
in-house thing and gradually people will talk about it and it will become known. There
will be no general letter going out to suppliers and customers, they'll just be for the
staff here. [ibid].

A non-family manager in interviewed 1995 anticipated a seamless transfer ("I don't see any

great rational changes - there may be a bit of fine tuning" [AIN4/NF/11p4]) and it seems this

is how it was to be.

5.2.4.3 G2 Successee Attempts to Build a Life Structure for Late Adulthood.

When he was hospitaiised in 1994, G2SI drew up his schedule for the transfer of leadership in

the business and as shown above, this was implemented like clockwork. He also planned for

his own exit from the business physically (i.e. he anticipated the hand over period and the

reduction of his influence and presence in the business) and financially (i.e. he ensured that he

would not be a burden on the business after the age of 60 or thereabouts). These were both

working out as expected. However, what was not working out as he had hoped was his

emotional separation from the business. The "warning" of the angina attack had led to attempts

being made to explore and reactivate outside interests and hobbies as a non family manager

observed in 1995:
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I see him slowly drifting out. [After the health "warning"] . . .that's when it became
noticeable to me. He would start to take the afternoon off to go and play golf, just
spend it in his garden, or whatever else he does. Its one of the reasons, think, he
won't be back as much as his Dad was. IA1N4/NF/1/p71

Although this process of stepping back may have looked straightforward to outsiders, those

closer to him and in the family were very aware of the struggle taking place. The struggle took

place on two fronts, one was the breaking of an attachment to the business and the other was

the strengthening of his attachment in his marital relationship. To become emotionally

separate from the business required him to wean himself from the enjoyment and satisfaction

to be gained from the routine and success of the business. Although G2S1, his spouse and son

all attested to the closeness and strength of the marriage, the challenge remained to make the

marriage the axis around which the senior generation's lives would revolve, rather than the

business. Clearly, he was making a huge effort in both directions but was also discovering the

real extent of the challenge:

Well, I have thought about it because I have seen people struggle with it (inaudible)
and I think it must be very difficult adjusting to that [the retired spouse being around
the marital home more], especially in the winter. I am not planning for that to happen
to me - certainly not up until 65. And my wife is threatening to walk out if I walk in!!
The last thing she wants is for me sitting around the house all day. She's a very social
creature.. .what she doesn't need is an old man kicking around the house making her
feel old. So I don't think that's an option. I'll have to do something with myself.......ists
interests: golf, garden, church]...So between all these sorts of things I would think that
I will have no problem in the early years. But later on, if I still feel - well, I think I am
going to struggle a bit in the winter. I think the winter is the biggest problem for me and
for others taking early retirement. I think winters are a bit of a struggle for them and its
easy to sit in the house all day in the winter feeling sorry for yourself.
[A1N3IG2S1/SIpl 3-14].

His wife was vividly aware of his struggle. She had noticed between 1994 and 1996:

G2S1Sp: He definitely has sort of brought me into it all. I can't see him too easily
handing over. I think he'll find it a lot more difficult than he thinks its going to
be... I think he's doing it the right way, doing it gradually, because there is no
way that he could suddenly say "I'm retiring now and that's it". For the past 2
or 3 years he's been trying to do things, it hasn't quite worked out as well as I
think he has thought it has.

InteMewer: What do you think he finds difficult?
G2SI Sp: Well, its just that he's been involved in the business for so long, that, its not

that he feels if I'm not there things won't happen, but I think he's just, I think
its just been so much part of his life that I think that, you know.
[Al N4/G2S1 Sp/1 /p5-6].
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After a recent holiday, G2's wife had noticed her husbands urgent need to distance himself

from her, and to be physically back in the business premises:

Even now, when was it? We came back from holiday and we came back about lunch
time, and I mean, G3S2 knew quite happily that everything was working away and
they weren't expecting him in until the Thursday. We came back on the Wednesday
and we came home and I was unpacking the suitcases and I saw him sort of getting
and I said "where are you off to?" and "Oh, I'm just away into the office to see how
things are going", "But" I said "G3S2 isn't going in until tomorrow". "That's fine", he
said, "but I'm just going in"... he's just been so involved with it for so long - its just so
much a part of his life that I think he is trying to step back but I think that maybe he is
going to find it more difficult than he thinks. [ibid].

It is a two-way struggle for the spouses: for the successee his dilemma is that he knows he

needs to be making a different life structure centred around his connection with his wife and

other elements, but it is as if he is just not ready yet, that this is just not enough. For his wife,

the dilemma is that she already has a life structure which is satisfying and suitable for her

vision of late adulthood, and she is working on making the adjustments required to allow her

spouse more space in her structure. This is not a quick fix, though, and it is not easy to sustain

the effort required when her husband literally runs back to the business at the first opportunity

he can, as if rejecting her efforts or denying that the old life structure has to change.

These are the early years in a long process of adjustment and it is clear that the successee is

making big efforts in a short timescale, possibly because he fears a relapse of his health.

Perhaps he truly fears that his time is limited to the short term (less than two years) and

therefore he wants to ration his time between his wife and the business, helping his son to

become an effective leader. Or perhaps he does envisage along retirement and decline, like

his father, and is determined not to be unprepared for having a lot of time on his hands. His

son is not rushing him in any way, possibly because his own Dream is on track, and no

deadlines have been ignored or surprises encountered along the way. The next markers in the

disengagement process involve the successee being taken off the payroll and switching to

pension (this was a moving target: it was continually monitored and judged to be ready within

the next year) and the official "retirement" on his 65 birthday. Looked at with this perspective
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and timescale, the disengagement process appears to be under control, although it may not

work out as smoothly from an emotional perspective as the transfer of leadership.

5.2.4.4 Progress and Lack of Progress on the Transfer of Ownership

In this case study, a lot of progress was observed with the tasks of transferring leadership to

the third generation successor (and his preparation for handling power and control) and the

initial moves associated with creating a life structure for late adulthood. One of the areas in

which progress was to be more elusive for the family was on the matter of transferring

ownership. As a result of the accident that killed the successee's younger brother in 1967,

which meant that the first transition was a CO-CO transition rather than a CO-SP transition,

there was no precedent to guide G2 on how to work out the ownership transfer. During the first

CO to CO transition, ownership had been passed 100% to the only surviving offspring of the

founder, and he [G2S1] now had to work out how to transfer ownership of the business, which

was the most valuable part of he and his wife's estate, to their two offspring. In search of

peace of mind about leaving the ownership equally, G2 had made overtures to invite his eldest

son into the business as an equal owner and also as an employee. However, he had

established a career in the computing industry and was not willing to get involved at all: he had

refused to attend AGM5 and other meetings. In fact, some of the shares had already been

transferred to the sons who each owned 17% with the parents controlling the business, so this

has left the door open (arid may have set n p'ace some expectations) for eqL,a) in.beriianca

Dividends were paid each year to the owners.

The successor, however, was seriously opposed to this:

But my dad wants to divide it equally. I want to make sure that if I'm in here, grafting,
them I'm working knowing my destiny's in my own hands and that I'm not working for
other people who, you know, I love and all the rest of it but at the end of the day I want
the control to be in my own hands, 'cause I'm the one that's grafting for
it... [AIN4/G3S2/2/pl 2].

The family as a system struggled consistently with this issue throughout the research period.

G2SI Sp, as the successee's wife and as the successor's mother was worried:
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It makes life, family life, just a wee bit difficult, you know, when one son is involved in
the business and the other son isn't. Obviously because, you know, G3S2 gets a lot of
the benefits of the business and obviously if [G2] hands it over, as he always says,
providing the business does well then G3S2 is set up for life more or less. If the
business doesn't do well then G3S2 could be the loser but I think its very difficult to try
and keep your sons alike when this is the case... and I would never like it to get to the
situation where there was any jealousy with either of the boys... [the eldest has an
established career elsewherel...

These concerns are in tune with the worries voiced by G2 throughout the research period, so

this is an issue for both as a couple, even though the wife speaks as if it is her husband's

responsibility to sort it out. It also signifies their thinking that this is a family problem first (how

to divide their estate equitably) rather than a business problem (how to ensure the ownership

structure can provide the capital for future growth, and that the leader is motivated by the

structures under which the business is governed). It seems that as parents, they feel that

"putting their affairs in order" extends to finding a way of guaranteeing equality for the siblings

whatever the future may bring:

Whether things will change now that he's [G3S1] getting married when he has a wife
and maybe a family, but up until now, G3SI 's attitude has been uIm happy in my job,
I'm happy with the people I'm working with, I've got enough, my salary's enough to
keep me the way need so what more am I wanting?". So, that's just the difference but
it will be very difficult, especially when [the successee] hands over - just to work out
how its all going to... you want to make sure that once we're no longer here, that - but I
must say that the boys get on well, they do, so there doesn't - we have spoken to
[G3S1I about it frequently and he said "look Mum, Dad, there's no problem, you know
[G3S2's running the business and as far as I'm concerned that's it" [ibid.p71

From this, it seems that she understands her husband's dilemma, but like her husband, she is

apparently not able to incorporate the implications arising from the strength of feelings held by

the successor into her thinking. Their culture of conflict avoidance means they view getting

further into this matter as risky. Although to do so may pose the risk that voices become

raised, and may cause feelings of unease and upset to be stirred from the previous generation,

not to do so also poses a risk. This is the risk that the family misses the opportunity to learn

from living through conflict and finding a resolution to it other than their family pattern of

backing off or putting it off.
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The eldest, stuck in the middle of the problem between his parents and his brother may not

recognise the complexity of the issue or may not want to face up to the mortality of his parents

and having to deal with what they leave behind. By the end of the research period it was clear

that the family were stuck on the matter in some rigid emotional triangles. The parents were

discussing the matter with each son in isolation, but the sons were not discussing the business

together and had formed their own views. For the eldest, it was a "non-issue"

[A1NIIG2S1II/p3] but his father was sure his needs would change as he progressed through

life and wanted to accommodate this or make provisions for it preferably by leaving it equally,

or at least by leaving a minority of shares to the eldest son and his new family. The youngest's

(i.e. the successor's) emphatically expressed view was that he did not want to be working for

inactive shareholders in the future, and did not want others to be able to have any influence in

or on the business. The mother described her view that what unites them spiritually and as a

family will guide them through the problem to a satisfactory conclusion, but she sounded more

hopeful than convincing:

...l think a lot of it is your background. We're both very involved in church work and
they've both got a very strong faith as [G2SI} and I have too.. .Obviously the business
plays a big part in our life but it has never been our priority and I don't think it will ever
be even with, you know, G3S2, because they have never let it take first place in their
lives. Our family, our church lives, our commitments there I would say are much more
important. Obviously you need to make a living and its nice that we do have the family
business, but you just have to get your priorities right. [ibid. p.8].

After hearing about this issue over 2-3 years, it seems they had been through the process of

assessing the scope of the problem and lookfrig far ways of sotiaq k ot tkat did Qot eai

rocking the family boat. They had become stuck because they were unable to see that the

issue needed expertise to untangle the ownership, leadership and family elements to it, then it

needed a process that everyone could engage in, so long as it felt safe and contained. In the

absence of these, and the unwillingness to seek advice outwith the usual sources on

something so private, when it came to negotiating the issue of the parents' wills, the conflict

avoidance pattern of dynamics set in once everyone's views were known.
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5.2A.5 Establishing Roles and Boundaries in Ownership, Leadership, Family and
Advisory Roles

By March 1997, G2's wife's retirement from the business as an employee (although she woutd

remain a director) was underway and both pensions for the senior generation were due to

start. The successee badly wanted to see progress on the transfer of ownership. Recognising

that this vital piece of his succession plan was going nowhere, the father looked for advice on

the matter from his accountant (who was also his wife's brother). It may be symptomatic of the

anxiety that G2 felt about the ownership issue that Fed him to leave the successor out of the

meeting at which he enquired about options for transfer of ownership. The accountant's view

was that he should keep control UIfl case the son messed it up" [AIN5/G2S1/5/p5]. This

caused the father a lot of worry indeed. Asked by the researcher if he felt his son might mess it

up, he said definitely not, and that he just wanted to get this ownership issue sorted out. He

was also asked to clarify the situation: he was financially independent of the business and did

not need an income from the business in retirement, so was he avoiding transfer of control - in

whatever proportion - out of fear that the successor might erode the inheritance for the two

sons if given control of the firm? He said he knew it was not fair on the successor, who was

ready and waiting to finally receive full control of the business. He also said he felt he was

being manipulated by the accountant and that it was difficult because of the family connection.

For this family, the management of relationships under conditions of heightened anxiety (such

as ownership transfer decisions) appears to Iead to conflict avoidance 'be'flaviour c'naraceñseO

by the activation of emotional triangles (Figure 5.2.2).

Figure 5.2.2a illustrates the G3 successor's reliance on his spouse as a buffer between

himself and his father, just as the first successor brought in his wife to be a buffer and source

of support in the relationship with his father. The second successor's wife now entered the

scene at a time when the first serious issue on which the father and son did not agree was

being clarified. Although both wives had real functional roles, they were also there to provide

emotional support for their spouses and the way in which they were brought in, somewhat
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reluctantly, to supposedly help with business matters illustrates the tendency to rely on family

relationships to buffer tricky issues in the business. Figure 5.2.2b describes the rigid triangle

in place keeping the ownership transfer dilemma stuck. On the ownership issue,

Figure 5.2.2: Triangling Patterns in Case Al
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the parents were holding individual meetings with each of their sons and had not held a family

meeting or tried another tack to explore the issue in a different way. In this triangle, the father

was having private discussions with his brother-in-law / accountant who then influenced his

view on the matter. This polarised the situation and left the successor in an isolated position at

a time when he needed to be closer to his father to work out the consequences of the

ownership options. In the senior couple's relationship, G2 knew that he and his wife had not yet

reconciled the matter, and so the process became stuck because confronting the issue was

avoided. These triangling patterns were the more likely determinant for progress (or absence

of progress) than what was presented to the outside as the father's rational desire to carry out

proper business planning. Indeed, there was no written business or strategic plan despite the

apparent thoroughness of the succession planning timetable.

It is not difficult to see why the successor [G3S2] held such strong feelings about the

ownership issue, if he feels that his father's key adviser (to whom access is denied) is
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advocating no change, and that his skill or credibility are in question. One of the succession

tasks in the transfer of leadership is to familiarise the next generation with the firm's advisers

and get them involved in the handling of information and the decision making process, yet this

seemed to be notable for its absence in this case. It is possible the father saw the accountant

not in his role as business adviser, but as his personal adviser, but this was not communicated

to his son. The way in which the adviser has handled his multiple roles (accountant to the firm,

to the father, mother and son, company strategic adviser and brother / brother-in-law / uncle)

raises issues about who he perceived his client was. The private meetings between G2 and the

adviser suggest he regards his client to be G2 as an individual, rather than the legal entity of

the family business. This would be consistent with his functional position as an insider in the

father-mother-adviser triangle, and also in the father-son(s)-adviser triangles, as well as his

enjoyment of a peer relationship with the father. The adviser may fear the loss of his own close

relationship with the successee and be trying extend the working relationship with him as far as

possible. For the father, until some consensus is reached within the family as to the way

forward, the ownership question remains a stressor whose intensity increases over time.

5.2.5 Conclusion

The most notable feature of this case are:

a) the impact of the past on the present. Although G2 endeavoured not to make the mistakes

he thought his father had made concerning the transfer of ownership and leadership of the

business, he learnt that this was harder to do than he had anticipated. Firstly, he had not

wanted to influence the entry of his sons into the business, yet his youngest son joined the

firm, along with his wife, at the height of his period of frustration when taking over from his

own father as if to provide emotional reinforcement. Also, he actively encouraged his

eldest son, who had a career elsewhere, to keep his options open about joining the firm at

some time. Much to the dismay of the youngest, who expected to be the next controlling

owner, G2 tried to find a way of solving his puzzle about how to justify an equal inheritance

for the sons, by encouraging the eldest to consider working there. Secondly, he did not

170



want to perpetuate the culture of conflict that was around when the founder and G2 worked

together. The consequences of this culture meant that issues that should have been

addressed went unresolved and the opportunity to learn how to resolve them was lost

because G2 capitulated out of respect for his father and to avoid venting feelings of anger

and hurt. However, despite his best intentions, G2 inadvertently repeated the outcome:

issues went unresolved because G3 and G2 had an understanding that shouting was not

allowed, and G3 restrained venting his feelings out of respect for his father's wishes.

Thirdly, although G2 had every intention of avoiding interfering in his son's executive

decisions, and that so far the successor actively welcomed his father's involvement in the

expansion of the business, it was becoming apparent to G2, to his wife and to his

successor that implementing an arm's length policy of keeping out of the cut and thrust of

the business was not as easy as G2 had hoped it would be. He was energised by the

growth and acquisition taking place, and found himself still using the business as a means

of regulating his contact with his wife, as his father had done during the time he too

struggled to let go. Although it was early days and no one was expecting nor wanted G2 to

simply cut himself off from the firm, it is clear that he was having difficulty disengaging

himself emotionally from the business, and working out how to re-invest emotionally in the

marriage, in order not to be seen to repeat his father's behaviour.

b) unconscious influence of the accidental death of the founder's youngest son.

The accidental death of the founder's youngest son in 1967 is another issue from the past

that has a place in the present for this family. G2S2 was ten years younger than G2S1 and

had not been in the business very long when he died in a road accident during a sales trip

at the age of 21. The emotional shockwave of this tragedy were still being felt by the

family: the business became a place where the family could be connected without having

to face up to the loss and guilt associated with his death, and was used as a form of

therapy for family members in the aftermath of the accident. Behavioural patterns that

continue in the present reflect coping strategies that have been in place all along to avoid

the acknowledgement of feelings of hurt and anger. Also, G2's pressing need to divide his
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estate equally and guarantee an equal inheritance for both sons (even though he already

has sufficient evidence to show that this would have adverse consequences for the

brothers) may have its origin in the guilt still being felt for being the surviving offspring,

and for being his parents' sole inheritor when there could have been two to share it.

c) repeating patterns of emotional functioning

The way in which patterns repeat in this case was notable throughout the data collection

period. On further analysis, it seemed this had its origin in patterns of emotional

functioning. For example: both GI and G2 used the same accounting firm for their audit,

and G2 married the auditor's sister (son of the original auditor). This led to the firm's only

access to (what should have been) neutral outside advice being affected by the history and

emotional investment being made on both sides to keep this less than objective

relationship in place. Also, three generations have brought in their spouses. The wives

have carried out three distinct roles. They carried out business functions as directors (on

paper) and as payroll administrators; they provided emotional buffers between their

husband and the business or their husband and another family member; and having them

involved has legitimised their marriages having the business in it and allowing some

distancing between the spouses. G1 and G2 have both experienced the difficulty of re-

building a relationship with their spouse when the business was not there to offer a means

of controlling contact with the spouse. It is early days so far for G3, but he was already

concluding that his wife understood why he had to be away so much on business because

she was around the firm and saw how much it was growing.

d) the speed of progress juxtaposed with being "stuck"

The case illustrated how "stuck" Gi and G2 became when developmentally their

generations were out of alignment leaving little room for making progress on the

succession tasks that were long overdue. After the illness in 1994, spurring G2 into action

to plan late adulthood, G2 and G3 found themselves well aligned developmentally and

within three years they were able to carry out the effective transfer of leadership and

control of the business. However, even when there was a good alignment, this did not
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guarantee progress with the ownership transfer because G2 had emotional issues to be

addressed before anything could be settled.

Putting these factors together, it seems that this family was on a trajectory that meant they

may inevitably repeat the conflicts of the past despite all their wishes and endeavours not to do

so. At the emotional level, this may be a consequence of anxiety persisting in parent-child

triangles originating in the unresolved guilt and grief from the sudden death of G2's brother in

1967, and possibly other factors. At the practical level in the task environment, the family

seems to have become stuck around an issue of family equity, which has exposed their

unwillingness to risk disturbing or changing the equilibrium in their family system that has

worked in the service of keeping conflict at bay since the founder retired in 1984.

G2's efforts to find a solution without anyone being upset (first order change) were

counterproductive because they contributed to generating more anxiety within the system, at a

time when the other dimensions of the context in which their generational transition is taking

place are suited to a good outcome. The successor had almost all the strands he needs

(social, love and career relationships) in place to settle down happily and build on the life

structure he had chosen so far. G2 had almost all the strands he needs to complete the partial

reconstruction of his life structure which was taking place during his age 60 transition. Until the

family can overcome its fear of finding an alternative way to solve problems (second order

change), which would require at least one person to differentiate themselves within their family

system, these patterns are likely to remain entrenched.
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5.3	 Case A2: Controlling Ownership Recycle

5.2.1 General Description

Key Players (see family geno gram: Figure 5.3.1):

G2S2	 Present Managing Director 85% shareholder

G2s2Sp	 Present MD's spouse

G3S1	 Eldest sibling, female, not active in business

G3S2	 Youngest sibling, male, to be successor to MD 1% shareholder

NFl	 Non Family Director, 10% shareholder

NF2 and NF3 Non family directors, minority shareholders (c2% each)

1 994\5 Family Business Survey Responses (ref. # 365:

• 86% family owned.

• Significant proportion of family in senior management

• Control going from generation 2 - 3

• 3 non-family people on the board

• Non-family in senior management

• No documented succession plan

• Last 3 years average annual sales growth 10-25%

• Sales £1-5m per annum

• Would put "business first" in event of conflict

• 60 employees

General Description

This is a service business related to the construction industry with its head office in

Central Scotland and a depot in the midlands. They employ around 60 staff and have

two key areas of business activity, or strategic business areas (SBA5). The first, SBAI,

operates in a declining local market only, but the firm has an excellent reputation and is

struggling to retain industrial, commercial and domestic contracts where price is
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Figure 5.3.la Case A2: family genogram 1995

Managing/
Direct,/55%

Sales	 Estimator	 Production	 Finance
Director	 Director	 Director
(38)	 2	 (52)	 2% (39)	 0%	 (28)

London Midlands N'.Eng Scotland

Figure 5.3.1 b Case A2: organisation chart 1995
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the key concern of purchasers, before quality and service. The second business

activity, SBA2, is also a service industry and involves gangs of men working on projects

across the UK. The company works collaboratively with manufacturers to create robust

materials for application in industrial and commercial buildings.

The head office, based in Central Scotland, is the third set of premises in the firm's

history, and is owned by the company. They were purpose built to cope with the

expansion into SBA2 in the mid-70s. Half of the employees are based in the midlands

and the other half work around Central Scotland.

5.3.2 1970-88 Leadership Under G2

The business was established in 1929 by the founder [G1FI, and continued with slow

growth in SBA1 (Strategic Business Area 1: a labour intensive service industry) under

his leadership until around 1970 when his son [G2S21 took over. The son had been in

the business since the age of 16 in 1954 and in the early years of his leadership, when

he was in his mid-30s, he was on the look out for other business opportunities which

may or may not have been related to the business. In 1971, when he was 33 and

around the time of his father's death, a non family manager joined the firm [NFl] as an

estimator and together they looked for ways to grow the business and reap the benefits.

In 1975, they came across what was to be SBA2 and after some years of tnaJ and error,

finally settled on investing in a related diversification that would offer some of their

existing customer base an extra service and maintenance option, and should also bring

new market development opportunities. They then set about geographical expansion

and established a base in the midlands which is under the control of the sales director

and managed in England by the contracts manager. This elated diversification gave the

firm a new lease of life and created growth and wealth for the owners and directors.

Although he wanted the ownership of the business to remain in his family, G2S2 also

recognised the need to incentivise his co-directors, and agreed to have them participate

as co-owners and directors as long as he retained overall control and as long as the
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shares could be bought back when they were redeemed. Insurance arrangements have

been made to ensure this can be funded. The organisational chart and the shareholding

structure of the firm are shown in Figure Al .1. Of the 15% of shares disbursed to

directors, NFl has 10% and the three others (including the managing director's son

G3S2 with 1%) together own 5%. Over the years, the managing director invested in

other businesses either incorporating them into the family business, or going into

business interests with other shareholders. In 1978, a small firm which competed with

the family business inSBAI but at the smaller end of the market was acquired and

owned 50-50 with NFl. G2S2 was also one of a group of owners in a small travel

agency which ceased trading in the 1980s incurring a loss for the other owners of £1000

each.

The Financial Crisis of 1984 11985

This phase of opportunism was brought to an abrupt halt in 1984-85 when the bank

suddenly questioned their increasing need for overdraft facility. Prior to the first

research visit, G2S2 wrote a paper which he gave to the researcher (Appendix 1) in

which he benchmarked his business against the key headings used in the 1994 Survey

Questionnaire. In his account, he referred only briefly to the crisis which had been the

single biggest threat the business had faced in its lifetime:

In 1984/85 the company was faced with severe financial problems brought
about by the professional negligence of our external accountants and
auditors.[A2\D1 \p2].

Asked to elaborate on this during an interview, he said

• ..I couldn't understand how it appeared to be in the red because we had
£10,000 in the bank at the beginning of the year and you end up with an
overdraft at the end of the year when you know its been a great success.. .there
was something wrong.. .The decision that we had to make was how to keep
going given that the auditors were negligent. We had to concentrate all our
efforts on trying to rebuild the business. [A2\V3\G2S2\2\p141.

Why the firm did not take legal action is not clear, however it seems that at that time,

G2S2 had authorised expenditure for expansion of the premises and for purchasing

computers:
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.So ri the basis of that, I made the decision (inaudible) "Yes we'll do this"
and "Yes we'll do that" and then discovered that the figures were all
wrong.[ibid.]

The onus was then on the firm to prove that a loss was made as a direct result of those

decisions. It seems that the firm's cash flow was at odds with the corporate accounts

and that their internal control system did not balance the cash situation with the bank.

The non-family director commented

The auditors made a major error over a number of years. We assumed that we
were running profitably and we couldn't understand why the bank was acting up
and called in our company's auditors. And all of a sudden we said "wait a
minute, what's going on here?" and had we known 4 years ago we would have
taken decisive steps and we would never have lost what we did. However, in
some ways it has been a good thing because we are now very conscious of
what can happen very quickly and it was very much a case of going through
everything and try to make sure no such situation could ever happen again.
Now we have [G3S21 and accounts which are very
accurate... [A2\V2\NFI\1 \p81.

The managing director was not keen to provide written financial information for this

research, other than his own analysis of how the business had got over the crisis and

moved on (Figure A2.2). Asked how this was achieved, he said he used his own

pension fund to restructure the capital base of the firm:" I used my own personal

pension so that we could pull ourselves through without having to go into hock to do it"

{a2\V3\G2S2\2\pl 5].

According to NFl, the crisis focused the managing director's mind on succession. At

that time, 1985, the MD was 48 years old and had worked in the business for 32 years.

His son and daughter had both worked in the business during holidays and the son, now

18, intended to have a career in the firm after training to become a chartered

accountant.
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Figure A2: Financial Performance of the firm in 1985 and 1995

1985*	 £
Sales in 1985	 793,000
Capital Base	 150,000
Bank Overdraft	 242,000
Net Current Liabilities 176,000

1995*

Sales in 1995
Capital Base
Bank Deposit
Net Current Assets

£
3,109,000

235,000
3,000

131,000

1995/1 996 Year to date (6 months)* Sales \ Business Activities 1994
£
Sales	 1,737,000	 Est Total Sales	 £2,500,0
Capital Base	 405,000	 Strategic Business Activity A 	 £ 400,0
Bank Deposits	 190,000	 Strategic Business Activity B	 £2,100,0
Net Current Assets 	 301 000

Retained profit for year ending 30 April 1995 £5,578

Sources:
G2S2 (Managing Director), 12 Dec 1995
Company Accounts, 1994-95
Consultant's report, 1994.

Before the cash flow crisis of 1984-85, the firm was controlled by G2S2 who held 85%

shares, with a style of strategic opportunism. The co-directors each received bonuses

based on company performance and little thought was given to succession. After the

crisis, the firm was still owned 85% by the managing director, but his retirement income

was now dependent on the long term performance of the business. Now approaching

50, ensuring continuity became a priority not just for his own income, but also for the

co-directors who were expecting a good pay-out (i.e. value for their shares) when they

retired.

5.3.2.1 1990: G3 Entering The Business

The decision by G3S2 to join the firm appears to have been made in his teen years

when he used to help out during holiday periods, getting to know the business. His elder

sister also worked there but was apparently never interested in a career in the firm. He

carried out his plan to go to university and then go on to join the accountancy

profession. Whether the financial crisis in 1984 and the issue with the auditors in some
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way affected his career choice is not known - however it is clear that he saw his future

in the family business and had been aware during his late teens and early 20s that poor

accounting and control had nearly brought the business down.

The timing of the successor's entry into the business in 1990 coincided with three key

events all having their origins in the family domain and their consequences in the

business domain. The first event was G2's health crisis in 1990. In the period between

the cash flow crisis of 1984 \ 85 and the health crisis of 1990, the business had enjoyed

a settled period of growth and stability. However, this was built on fragile foundations

because it was entirely dependent on the health and leadership of G2. In 1990, G2's

health cracked under the strain when he had a heart attack and two strokes. He was

hospitalised and out of the business for three months. This event highlighted the

vulnerability of the business, as well as the physical absence of a successor and a

contingency plan for such eventualities. Serious consideration was given during and

after this time to how to attract the successor to the business, and G2 arranged his will

shortly after the illness to ensure that the entire controlling ownership would go, tax

free, to his wife to guarantee her an income, then to G3S2. This signifies the agreement

between father and son to recycle the controlling ownership of the firm as in the

previous transition, and to ensure his sister's inheritance did not include any business

assets or ownership, also as in the previous transition.

The second event coinciding with the successor's entry into the business was his

marriage at the age of 23, in the run up to the wedding he was also negotiating his

salary and perks package for his role of Finance Director in the business. He joined the

firm straight after the honeymoon. Thirdly, there was the son's disillusioned with his

professional career choice which he saw as too administrative and not directly providing

the type of management experience he had expected. Joining the family business

offered him the chance to put two important components of his early life structure in

place simultaneously, which at the age of 23 amounts to a fast track to adult

development tasks. Asked to recall all these dimensions and to state his feelings about
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joining the firm, he recalled being made aware of the opportunity joining the firm

presented, but felt less than enthusiastic about it and reluctant to make the move:

I got married.., it just happened at once. With hindsight it is difficult to
understand why I was so reluctant to come and work for my - and at the time,
the job with [CA firm] became quite difficult.. .to be honest I was quite glad to
get out of the door because they were a nightmare and you weren't really
getting the support from [CA firm's] managers that really you would want. So
from that angle. I wasn't really disappointed in leaving. Also, you didn't really
learn a vast amount about running a business with them. You audited, you
checked debtors, you checked creditors you checked fixed assets, you got very
little in terms of management experience out of that. Now I could have stayed
with them and maybe got some more experience about managing people, or
trying to move department and things like that, but at the end of the day I didn't
feel that it was worth the effort in terms of learning to run this business.
Interviewer: This was always your long term plan?
G3S2: Yes, it was. As I say, with hindsight I don't know why but its - the move
was just because I didn't feel there were any benefits in staying where I was.
[A2\V2\G3S2\1 \p2].

One of the adult development tasks of the 20s is to work on separating from the family

of origin and putting in place an life structure to use as a foundation for becoming a

young adult. Here, the son had experimented with being away from the family at

university and living away from home since the age of 18, and had achieved financial

independence and professional qualifications at a relatively young age. Joining the

family business was a double edged sword: it provided the fast track to a senior position

and its material benefits, and so it expedited the career dimension of his first life

structure for the adult world. But it also sent some development tasks off course. By

joining the firm, which he says he did reluctantly, the successor moved 'back" in terms

of his emotional separation from his family or origin:

To be honest around the time I joined I was working until 8 or 10 o'clock at
night. I was trying to organise the wedding. The last thing on my mind was the
physical moving from there to here, but as I say, its difficult to - there wasn't
really that much in the way of discussion, really, just [terms and conditions] I
wanted a car, I wanted a rough salary level discussed.[ibid.p5-6].

Interestingly, the successor never made a link between the timing when he joined the

firm with his father's illness during this round of interviews in 1996. The consequences

of his joining the firm were that he became physically closer to his father, who was

recovering form his illness earlier that year, and so was in place to relieve the stress of
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the business from his father. This would also calm his mother (who also worked in the

firm until 1995), because she could see her family around her at an important time after

the illness and could gain confidence that her husband should not have to face the

same stress again in the future because their son was there to take up the mantle. The

father's illness came at a time in the family life cycle when generally, seniors expect to

face the launching of their children and to have to work on being a couple again, and

when juniors work on becoming separate - yet attached - to their family. It seems that

in this case, the illness was a significant moment in this family because it froze, or

suspended, any launching or separation which had been achieved so far.

Despite all the concerns in the business about succession since 1984, the succession

dilemma was in fact resolved almost instantaneously in the midst of the heightened

anxiety of G2's illness when G3 agreed to join and the will was made guaranteeing him

controlling ownership after his mother's death. However, no feelings were recalled

about solution for the business dilemma being found from within the family, so that the

seniors' anxieties about a future with G2 gone or unable to generate wealth as he had

before could be quelled. Indeed, the succession solution was described by G2 as a tax-

efficient technical decision and by G3 as a somewhat reluctant career move that can be

rationalised or justified if necessary. The absence of any mention of feelings around

such momentous events implies a lack of awareness of them, or a successful defence

against them in the family.

5.3.3 Succession Tasks
5.3.3.1 1990 - 1995: G2 & G3 Working Together

During this period, the successor's tasks in the business domain were to get to know the

business and develop leadership potential. As a young adult going from 23 - 28 who

had already got the career and love \ social relationships established for young

adulthood, he was relatively ahead with these tasks, but would soon need to test this

initial life structure and determine how satisfactory it would be for the forthcoming prime

years in middle adulthood.
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The successee's tasks in the business domain were to coach and teach his son about

the critical factors required for business success and continuity in this particular

business. Career development and the nurturing of leadership were required. He

already had his estate planning and will in order so the emphasis in the business

domain was clearly on the development of his successor especially since the wealth

and livelihoods for himself and the others on the board was contingent upon continued

business success and profitability. As an adult going from the age of 53 to 58, and with

a recent history of heart disease and a stressful occupation, he had already begun the

transition from middle adulthood with the awakening that late adulthood was around the

corner and needed to be planned for. This would involve re-considering his marital

relationship and finding the basis on which to build a life which didn't depend entirely on

the business. Since his retirement income depended on the business continuing to

provide a salary and bonuses, it was clear that financial separation from the business

was not possible without external replacement capital and that emotional separation

was not going to be straightforward.

5.3.3.1.1 Successor Development

During the first four years of the successor's career in the business he set about

formalising and modernising the information systems in the business. He also took on

the firm's legal requirements for Health and Safety at Work, and wrote the safety

manuals. He began implementation of the quality standard BS5750 and his title was

changed to reflect this: Finance and Quality Assurance Director. He was also given

responsibility for implementing the marketing strategy for SBA1. It was clear by 1994

that all was not well, and that the successor was looking around for support to help him

implement the stated objective of professionalising the business. At that time, firms

could receive a subsidy from the government for having an external, objective analysis

of their operations carried out if they were interested in growing their business and

creating jobs. In 1993, the successor was involved in having such an analysis carried

out in the firm:
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A lot of the issues raised - see this is an area that is a learning process for me -
I didn't learn it from [CA firm] but when you get consultants in - we got these
guys in - we got a guy in to do the marketing.. .1 have learned from them a lot
and to identify some of the issues more clearly. In a way it is difficult with family
businesses. It is hard to stand back and take an objective view of things and put
things into a clear cut perspective. When you get somebody else in and he is
looking at it objectively, and he is coming up with his views which more often
than not correspond with mine - but it is helpful to get somebody to put it down
on paper [A2\V2\G3S2\1\p15].

The consultants presented their written report to the firm in February 1994. Their

analysis provides a good overview of the situation from an organisational development

perspective at that time, highlighting the key strategic and managerial issues faced by

the firm (Appendix 2). Their brief was to "carry out an independent study of the existing

organisation, controls and costs and make recommendations on improvement

opportunities" [A2\D2 p4] but it quickly became clear that

the immediate issues and consequent improvements required by the business
were not totally related to cost control or business systems. It was clear that
Business Planning and Control, Company Structure and Human Resource
Development issues required to be tackled before considering other
improvement initiatives". [ibid. p5]

Although the report mentioned "succession" and the absence of forward planning of

the company's structure and skills required for the future, it did not look at the effect of

family ownership and management on the politics of the succession process. For

example, the consultants appeared to go along with the gender assumptions that

women did not have a say in the business, and did not interview the managing

director's wife [G2S2Sp] who was a director at that time, and had worked in the

business for nine years. They seemed to be unaware of the delicacy of the succession

situation and saw only the presenting issue of a firm needing professionalisation. In

spite of this, it provides a good opportunity to see the firm through outsiders' eyes and

gain insights into the shape and form of resistance to the developmental work required

in the business. In the three years after the successor had joined, during which time he

had implemented the systems mentioned above, there were other problems of a long

term nature which had not been tackled by the board or the MD, event though the

successor had tried to implement them. These were prioritised by the consultants as a

requirement for the board to:
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• schedule regular directors' meetings;

• define and document a 2-3 year business and marketing plan:

• develop an organisation structure to meet the business plan; and

• review the existing director and staff roles and responsibilities.

This analysis is in line with the successor's own views of the firm: that the board was

not functional, that the business was drifting and not being driven in both its strategic

business areas, and that even though the long standing human resource issue with the

contract manager in England was now undermining the profitability of SBA2, there was

no commitment at board level to sort it out. Although it may have been reassuring for

the successor to see an independent analysis coming up with the same conclusions, he

still has the problem of how to get his father to see this as objective (his son brought in

the consultants), and how to get him to listen and to take on board the messages being

conveyed.

In addition to this, working in the family business was not proving to be very satisfactory

on another important dimension from an adult development perspective. Although the

family business might be expected to be a social place, for this successor it seemed to

be a lonely experience:

• . its had a fairly big impact on the social side. There is no social side. Whereas
there [with the CA firm] on a Friday night there were 15 of us in the
pub. [A2\V21G3S2\1 \p4].

The closest person in age to him on the board was 38 but he was someone that the

successor struggled with in terms of business objectives. The next oldest was his

father's closest colleague at 52.

By 1994 then, the Working Together years had been unsatisfactory for the successor

for some time in both the personal and the career dimension. It is not clear in this case

when (or whether) a shift was ever really made from the Working Together stage to the

Passing The Baton stage in terms of the leadership succession agenda. However, the

successee completed the Family Business Survey in December 1994 agreeing that the
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succession would be completed within 5 years, so on that basis what happened next is

explored from the perspective of a father and son working to complete the leadership

transition.

5.3.3.2 1995 - 1997: Passing The Baton

This phase has been divided into two parts: 1995-96 and 1996-98.

1995-1996:

The commentary written by the G2 ml 995 in preparation for the first research interview

(Append ixi) was his view of the business when benchmarked against the key headings

used in the 1994 Survey Questionnaire and the 1995 report published afterwards on the

Challenges Facing Scotland's family businesses. He painted a picture of a company

with no problems and doing extraordinarily well as the following quotes suggest:

•	 The company holds management meetings and Board meetings and non-family
directors have a meaningful input to the company.

•	 As a Board of Directors we are keen to further diversify the activities of the
company but have not yet finally decided where our investment will be made.

•	 The financial position of the company has changed dramatically in ten years
(see figure above) - The above indicates an average compound growth rate of
15% per annum.

•	 Succession is already planned in the most tax efficient way that exists in
consultation with our legal and financial advisors.

•	 Despite our company being in its third generation it must be stressed that had a
very high lifestyle' been sought it could have destroyed the company.

"I have never made personal commitments on a long term basis that would put
a burden on the company and it seems likely that this will be the position with
the third generation."

"What I do personally on a year to year basis is dictated by what I can
personally afford from my personal income. I have always discounted the
actual or potential worth of the company in personal commitments." [A2\D2].

Despite this account of affairs in the family business, it became apparent that father

and son saw the many dimensions of the situation very differently and their opposing

views created tension between them and others on the board. The son was frustrated

that: no meetings were taking place; the policy of expansion was thwarted by the board
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at every opportunity; the tax efficient succession has not taken account of the struggle

for the transfer of power and authority; his father did not regard his standard of living as

a "very high lifestyle" even though it cost a lot to sustain it; and finally, that the father

denied that a burden was being placed on his son to ensure continuity of income for his

parents for the rest of their lives. The consequence of this was that no power (the right

to influence the course of the business and internal arrangements) was transferred and

the leadership by the successor was inhibited. Over the years, the son pushed

continually for formalisation and professionalisation of the business, drawing again on

the resources of independent outsiders, and the father resisted where he could in cases

where agreement would allow the son clear authority in most areas other than the

management accounts. For example, the son had realised many years ago that the

avoidance of directors' meetings prevented routine analysis and discussion of issues

facing the business, and so he pressed to get meetings arranged:

...in 1994 [the consultants report] said there was no meetings. This was in 1994
and they just didn't have management meetings at all. There is still a lack of
meetings. ... more and more I am forcing... I am not recognised as managing
director and I don't classify myself as managing director but I am pushing and
making things change. There are limits to what I can do within - not being in
control or having the control, there are limits to what I can and can not do... the
managers meetings we have and then we don't have, then we have. Its spits
and spats and it gets so complicated because we are so far flung... it gets very
difficult to get everybody to the table at the same time. [A2\V2\G3S2\1\p12].

The fact that these differences and issues have remained in place for years, with no

progress or resolution is evidence that the successor is in a bind in the business: he has

the title and status that would go with being a credible finance director and the verbal

support and commendation of his father, but he has no power lacks credibility because

the board continues to support his father even when to do so means they fail in their

fiduciary duties as directors.

Four months after this, the father was asked about how they were doing with holding

meetings:

.we have now, for some considerable time, been running monthly
management meetings. Apart from quarterly management accounts
meetings.. .WeIl, we were supposed to hold one last Friday, and it can't
happen. ..we will postpone it and that's fine. We will get it done, we will get it in.
So that's the kind of, the kind of information that we'd get on a regular basis for
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our management meetings. Most of the directors are involved in the
meeting...so you know, we've got that formal aspect that we once didn't have, It
keeps everybody up to date.[A2\V3\G2S2\2\p4].

The son's view on this was that the prevention of meeting had caused the business to

lose direction:

..there isn't really.., but left alone he handles the other directors which is why the
business drifts along and won't change.. .A lot of things I am having to do and
make sure happens, because there is no other leader here to make sure it can
happen. [A2\V2\G3S2\1\pl 1].

One of the particular frustrations the son held was about being blocked when trying find

solutions to the long held problem with the contracts manager in England, and about

the overlapping roles and responsibilities of directors:

It just doesn't happen - unless I have the responsibility to do something, I can't
do anything... it was my responsibility to say to the contracts manager that
"things are not working out, you are going to have to go back on the tools and
get another guy in. But the production director is the man in charge of the
contracts manager and the man to be brought in to take his place. And for up to
10 years the problem has been recognised and nothing has been done about
it...

.the contracts manager does not have the personality to fit the job...
I am having to get involved with things like making sure the time sheets are
reasonable - I mean we work all over the UK and you can't be on every site
every day. You have to trust the men to a certain extent but he takes what they
are saying as gospel.. .we have caught people and disciplined people for putting
in false time sheets but I don't think this is my job... he went through a phase of
saying "I'm not paid enough, I am not doing the job to the best of my ability.. .we
have said we will give you an extra £300 a quarter if you will lift your
performance and to a certain degree that has changed his attitude....
if he does well enough, I can start targeting the problem area, which I can
do.. .then the cost of fraudulent time sheets will pale into insignificance of the
problem of getting another experienced persoito da" 'i 	 cva\
other things. [A2\V2\G3S2\1\p13].

His father, however, did not want to be drawn into this issue:

That [issuel has changed quite a bit. Not totally, but its changed to acceptable
levels now...we've now got the kinds of systems in place.[ibid.p21J.

This did not correlate with the view G3 gave on this a year later, when he said the

problem had finally been resolved when he, as finance director, slashed the overheads

of the firm:

...we took him out of that position and bumped him further down the line... I am
not saying he didn't act in the firm's best interests, but he also acted in the
men's' best interests.., also, his presence on sites was not welcome. There were
different things wrong with him. [A2\V4\G3S2\2\p2].
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On this issue, the son had to bide his time until the general business and his own

personal situation had changed paving the way for a stronger approach to sort the

problem out. Prior to this, although the problem was recognised, there was no

commitment to address it elsewhere on the board.

There were also tensions about aspects of another project that the successor took on.

One of the recommendations made in the 1994 consultant's report was that they should

develop a "defined business and marketing strategy with clear goals, objectives and

plans" [A2\D2]. This recommendation was taken up in 1995 and a marketing consultant

assigned to the task of carrying out a communications strategy and plan for SBAI.

Although this was a declining market, the firm had an excellent reputation and wanted

to be better positioned to pick up what work there was. The report found that they were

losing business through not being visible enough locally, and the firm's name lacked a

market presence for when the buyers were in a position to offer work to potential

suppliers. The key elements of the Communications and Promotion Action Plan are

shown in Figure 5.3.2 below:

Figure 5.3.2 Communications Strategy for SBAI: Promotion Action Plan
(Ref. A2\D2]

Communications

Advertising: Yellow Pages &
National Newspaper &
Chamber of commerce magazine

Corporate Brochure: A4, 4 page
full colour

Newsletter
Press Releases on projects

completed and won
Signage at sites of work
Van livery and overalls
Corporate stationery
Sales Promotional items

Sales Action Plan

Past\Present Customer Call Cycle
Identify Local Authority buyers
New Business Development:
identify 7 key segments
& their decision makers
them mallshot & follow up
to get an appointment
Follow up quotes
Direct networking
Sales lead sourcing
New Business Enquiry form
Quarterly review at Board level.

In January 1996, the successor had implemented almost all these points and
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was about to start a marketing graduate on a placement scheme. He was of the view

that no one else in the firm was particularly concerned about this other than to bicker

about various smaller issues on details:

You know again, to make this happen, its me that's making this happen. As you
can see this is my file on it. Its me that's sorted out [all the details of
implementation]... it bothers me that most of the other - don't get me wrong -
they're all busy, and to be fair the accountancy side of the business is not a full
time - but I mean when I got involved in [SBAI] I was the one who did BS5750
which we have abandoned. It seems that any project I find, that everyone is
eager to proceed but not everyone is eager to make it proceed.. .there are
things I want to get done and other things to do, I find things that were meant to
be done by others and it annoys me that I want them done. I don't have time,
personally. .[A2\V21G3S2\1 \pl 6].

Although his father had agreed to this initiative, he was at odds with the successor

about the details, such as which form of advertising to use in the national newspaper.

The successor regarded this discussion as a waste of his time - if no one was

sufficiently interested in the project, why interfere with it? The exercise reinforced the

successor's view that he lacked the support of his father and the board, and was

therefore not seen as a credible leader and successor.

Although these issues, which relate to the everyday running of the business, were

causing tension in the relationship between father and son, there were other, bigger

problems to contend with. Disillusionment had set in on a number of fronts: about the

nature of the business on which his career depended; the lack of strategic direction

making the future of the business look too uncertain; about becoming increasingly

more aware of his inability to leave the firm out of fear of what would happen to his

parents if his father had a relapse; and he was getting worried about his own career

prospects even if he did leave.

The successor knew that his father also had tasks to attend to in the succession which

were to do with stepping back and spending more time out of the business so that a life

could be built which was satisfactory and did not revolve around the business. On this,

the successee felt he was progressing well: he had been on two holidays this year and
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had a third one planned. When asked what it might be like to be spending more time

with his wife, it seemed as though this did not factor into his plans:

No, she's going to be stuck at the level we are at the moment. She's, I don't
know what she is at the moment, but - she used to be involved in the business

[A2\V3\G2S2\2\pl 0].

Their son was not able to comment on the dimension of the succession involving his

mother's role. In January 1996 he said:

Really my view is my dad has no intention of fully retiring from the business
until he drops dead. He is not making any provisions for his retirement - his
pension - what money he has outwith the business, his salary and so on, he
doesn't seem to be looking towards retiring. [A2\V2\G3S2\1\p9].

In an introductory meeting, which was not taped, the father mentioned that it would not

be unusual for him to take a salary of £100,000 out of the business if it had done well.

In 1995, which was considered a good year, the company accounts recorded a retained

profit of £5,578, and bonuses were being paid to directors who were seeking to take

retirement as soon as they can. Despite this, the father insisted that he lived a modest

lifestyle and would not draw unnecessarily on the business [A2\D1]. The son took a

different view in 1996:

G3S2: ... my dad seems to think that the business will provide him with an
income for ever more. I mean, I'm not wanting it all for myself. With a six week
order book it could easily take a downturn..
Interviewer: what prevents you from having a chat with him about that?
G3S2: Because I don't see that its going to make any difference. It is his view
that the business is his pension. He takes the view he's never been able to
afford to put money into the pension and I think its a definition of uwhat is a
reasonable income?".. .he is putting something by, but w'nen it comes 10 The en
of the year and last year the company needed money, and the directors said
well...
Interviewer: Does he have some under the mattress do you think?
G3S2: No. I don't understand - his whole attitude to life seems to be living life
for today and not tomorrow... yes he has had his heart attack and I think the
question is, is it worth putting money back for his retirement? Will he be here to
enjoy it? Again, I think that is selfish because it would be transferred to my
mum. That's not my view at all to live for today and stuff tomorrow. Nothing I
can say will change that... The ownership won't change until my mum dies.
[ibid. p10-Ill.

The father confirmed in the second interview that in his view, he had a right to expect a

good return on his investment, since it was he who personally financed the business

after the crisis of 1984. A year later, the successor confirmed that he still had a struggle

on his hands with the board about their reinvestment policy:
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Unfortunately one of the problems I have is that my father and [NFl] some
years ago went through that difficult time and nearly lost the business. And the
bottom line was that it was down to the accountants at that time. And because
of that, there is an eagerness on their part not to leave money in the business.
They are all heading to the stage that they are going to be retiring. I have to
fight that. In that respect, [NFl] is certainly not an ally on the board. NFl is
looking our for NFl, but in other respects, he tends to... [A2\V4\G3S2\2p4].

The successor had tried to discuss how the situation looked to him with his father and

said that neither he nor his father ever discussed the business with his mother.

The successor is also working against the structural issues inherent in family, business

and ownership matters whereby investors see the world very differently to successors.

The former want to see funds being available to take out of the firm, whilst the latter

wants them kept in for re-investment. In addition, he is working against the board's

implicit "conservation and harvest" policy by trying to implement the explicit "expand

and diversify" strategy. These structural and strategic issues are misaligned: they keep

the successor in a bind in the business and are crippling the firm.

It is also apparent that the successor is in an emotional and developmental bind. On the

emotional side, he can not leave the firm because he fears the risk of being held

responsible for a relapse and possibly for his father's death. On the developmental side,

if he stays he will eventually achieve the part of his Dream which was to do with having

his own successful business; but he is learning that to stay means he has to subordinate

his Dream in order to play a leading role in his father's Dream. His own ambitions are

being stifled and he is personally frustrated because his father could go on for many

years in this way. Also, if this is simply the wrong kind of business to be in (i.e it is

unattractive in commercial terms), then his Dream has become flawed and requires re-

appraisal. Being in these binds has set back any progress to be made with the life

structure he so rapidly put in place when he entered the business at the time he married

when he was 23, which was 5 years ago. That he was so emphatic by 1996 about these

problems and their consequences for him is indicative of how much time he is spending

considering the choices he had made and his position for the future. In terms of adult
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development, these show clearly that he had now entered the age 30 transition.

However his father appears to be in denial about his transition to late adulthood. Their

life stages are out of step; the coinciding of their very different individual needs is not

synchronised to allow each other any slack, and therefore is not conducive to a

satisfactory outcome. This has set them up in opposition and is acted out in the medium

of the business.

5.3.3.2.1 Ambiguity About Strategic Direction of the Business:

The consultants had been told in 1993 that the firm's strategy was one of "expand and

diversify" and this was stated again - with a cautious qualification - by the father in his

paper of December 1995 when this research got underway. The successor clearly held

expectations that the company would be looking for opportunzbes to expand and

balance its risk profile; he was enthusiastic about this because he was socially isolated

in the business, and saw the expansion route as an outward looking, generative

approach to business ownership and his own personal growth. However by 1996 he

seemed to think that if it was going to happen at all, he would have to find the

opportunity himself:

What I want to do is to get into something completely different. I don't want -
want to get something outwith the construction industry. What, where, which
marketplace I have no idea about at the moment. we've spoken to a guy at
Coopers and Lybrand who mentioned that they have guys who specialise in
ideas. OK. SO I am hoping that that will happen. .. .the firm has some capital
available.. .they are certainly not using their overdraft facility.. .what I would like
to do is get involved with other people and have a business that they want to
expand and doesn't have the money or financial capability or the management
capability to obtain that, then that's a way in the door. As I say, I want to move
and to diversify and I don't have any set ideas about what or where.
[A2\V2\G3S2\1 \p9]

In May 1996, the father was asked to elaborate on his views about the mission of the

firm being to expand and diversify. He would not respond to the question of what the

criteria would be for evaluating a business opportunity and although evasive on the

matter, he was clear that he was content to see no change:

G2S2: It has got to be totally diversified.. .what we would like is something that
is dependent on a different market sector of the economy.
Interviewer: Something that's new or well established?
G2S2: I really don't know.., its not something we have to do now. ... its our
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opinion that if we went beyond a hundred thousand ,in fact it would start to cost
us money... but its a cost that we need not have.. .l'm quite happy just to
continue to build the business we have.[A2\V31G2S2\2\p19].

Evidently, if an acquisition opportunity did come along, the successor would have an

uphill struggle trying to get agreement from the board (i.e. his father, who controlled the

board) even though his father has said:

Something will happen in the future because we've done everything and made
people aware that we want to diversify. It will be up to [the successor] to decide
what he wants to do providing I don't violently disagree with him. The one thing
that happens with [the successor] is that other directors come and bounce
things off me.. .with the experience I have.., and its more experience than
qualifications... [ibid. p16].

It was becoming clear that the successor does not have the support of the board nor

any real power in the business, and that he was there as the board's insurance policy

or a contingency so that if anything should happen to his father, in terms of a health

relapse, everyone can rest assured that the firm will not flounder for accounting

reasons.

Their complacency about the expansion issue was significant because the successor

was seriously concerned about the state of both of their trading operations weakening

the overall state of the firm: SBAI was in a declining market and they could not

guarantee enough work would be won, and SBA2 was suffering from remote

management and ineffective on-site man-management. There were other features of

their business which led to the disillusionment of the successor:

When you come in here you have to have the turnover to cover your
overheads. We work on a very short lead time... here we are talking 4 to 6
weeks. 12 weeks when its great but you never have more than 6 to 8 weeks
normally.. .which makes for a rough ride if things are quiet for a while. You get
very nervous. We don't generally have a problem funding work, the main
problem is going out and getting work. Just getting the work. A couple of quiet
weeks order-wise and you are staring at this big crevice, because we don't
really have the capital base to last very long if we don't have the turnover.
[A2\V2\G2S2\1 \p8J.

What I would like to see is formalising the sales side. We find more than 25%
of the firm's overhead is on sales. Between the sales people and cars for them
and phones for them and mailshots and things, you certainly spend more than
25% of the overheads on it and I feel there should be more formalised systems
in place. [ibid.p81.
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If the other board members were aware of the successors disillusionment, they were

not supporting him in the areas of actively seeking diversification opportunities,

formalising sales and dealing with the contract manager. They were also leaving the

implementation of projects he identified up to him, and were complacent about the

marketing and quality initiatives. The non family director mentioned in January 1996

twice in his narrative that people always had the choice to join or leave the firm. He

may have suspected that the successor was unhappy but could not envisage that a

succession would never happen:

We knew that [the successor] may or may nor come. The choice was his... and
it is still up to him whether he wants to stay. We were very conscious - we didn't
want the company which we had spent a lot of time building up to frifter away
and just disappearing, that's the worst thing that can happen to a family
company... you must always look to the next generation for succession.
Because I would hate to think that, all this work we've put in, is just going to
disappear because there is nobody there.[A2\V2\NFI\1\p9].

5.3.3.2.2 The Successor's Dilemma: Dealing with Guilt and Loyalty

What kept the successor in the firm around 1996 when it was clear that he did not like

the characteristics of the business they were in, he felt stifled socially and from a career

perspective, and when any ambitions he may have felt about running and growing his

own business were being deflated? The comment above from the non-family manager

implied that it would be unthinkable for there to be no family successor. The very real

pressure to stay had its origins in the emotional, unspoken "understanding" between

father and son:

It worries me - as I said - I would be fairly hopeful that if anything happened to
the business I would be able to get a job. It might not be ideal, a high paid job, it
might not be - I could live from week to week. You know I might not be able to
go back to a big six firm but I would be able to get a job and support myself. But
as I said, you sometimes wonder if the business went down, what would my
mum and dad do? .. .The problem is that I'm getting to the stage where I am not
that marketable and there are advantages to having your own business.. .1 think
its difficult in a way to work with the short lead time of this business that when
you accept that is the case there is nothing you can do about it. The only other
business - I could try going into audit - they have people coming back year
after year to get their audits done... I - I feel very unsettled. I feel as if there
was a turn for the worse in terms of turnover and margin then when that
happens I am the first person who should go. So when things get bad, you
wonder would it be better...[A2\V2\G3S2\1\p171.
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Clearly the successor at this stage is seriously questioning his career prospects and has

become aware of the emotional bind he is in:

I mean, I nearly moved in the last year. I had an interview with a big six firm.
But when I sat down and talked it over with the guy, about leaving this firm, he
said "what would happen if something happened to your dad?" They said - they
know me quite well and I asked myself: have I got it in my heart to say, well,
"tough - I'm getting on with my life you know, its not my problem". And to be
fair, it would be fairly difficult to sit by . ..I could go and start a career
somewhere else and he could drop dead and I think that would be very difficult
to live with. And I know if I left the business, it would put a lot more strain on
him. And given that, it would be very difficult to live with myself if something
happened to him, you would always wonder if it was your fault. [ibid. p17-18].

The emotional bind was complex because the fear of "causing" or "contributing" to his

father's death or illness led him into being responsible for his father's (i.e. his parents')

income now and in the future. This is indicative of his inability to achieve emotional

separation from his family of origin. Even though he has been out of the family home

for twelve years, was married and also professionally qualified at an early age, he was

struggling to break the ties held firmly in place by his parents so that he could feel able

to control his own destiny.

There is evidence that the successor was becoming increasingly aware of the factual

basis for his situation: in the initial interview, the father said that he used his pension

fund to finance the business after the financial crisis of 1984-85. However, the

successor said that this was not the case:

Well, before the problem there wasn't really a pension scheme in place, its only
in the last - it started when I arrived. I can't see him anymore in 7 or 8 years
having made any provision for pension. If the company makes a lot of money
he has not said "well, I am not going to retire in 5 years' time. I had better stick
some of that money in the pension" - he has taken it out as salary. I don't know
all of his personal affairs but I would imagine he is spending most of that.
[ibid.p9].

It seems that the father in fact drew on his personal savings to refinance the business,

and that he did not have a pension in place at all, other than to regard the business as

his pension even before the crisis. So the dilemma for the successor is to work out how

to get his life in order: how to balance his sense of duty or loyalty to his parents with the
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need to make adjustments to his career choice. The interdependency of family and

business ties make this difficult for him:

In a way I feel trapped, I think probably I may be happier working elsewhere but
that's just not going to happen. Even if I could find a good job, I am still faced
with that situation that he could just keel over. [ibid. p1 81.

Of the information collected so far on the family dimension, it appears that this is not a

family who communicate openly and discuss such matters. His mother, for example

has never been involved in any discussions about the business and its affairs even

though she worked there for 20 years. The successor said that he tried to discuss this

with his father:

I have not ignored the problem. I have tried to raise it gently, but it got the kind
of - not the response I was looking for. What his view was: he need a
reasonable income and he was not going to get out of the firm.[ibid.pl 8].

Between 1995 and 1996, the work which took place on Passing The Baton from father

to son did not move the transition along in any purposeful manner. The successor was

very clearly aware of what was going on, and that he felt trapped. As this point in time

it is clear that the successor is feeling isolated socially, emotionally, and politically in

the business. He was operating under different structural and strategic objectives to

those being held by his father and by the board. His father appears to be living in denial

of the need to plan for late adulthood, which would be consistent with his fear of a

relapse and death. Both are stuck, and whilst the successor is open to analysing the

situation as part of his age 30 transition process, his father is by comparison in denial of

his situation and therefore not open to assessing data that would shake his views and

stance about the succession choices he has made.

5.3.3.3 1997 - 1998: Dropping The Baton

If there were tensions apparent in the Working Together stage and in the first year of

Passing the Baton, they took a turn for the worse in 1997. By 1997, the successor

appeared to have come to grips with his problem, and began the process of unravelling
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the strands to break the interdependence linking his career with his emotional

attachment to his parents. The strands he worked on were:

On the business side:

a) his future given the risky nature of the core business and its precariousness

b) the absence of a balanced risk profile and the reality that there would be no

diversification, and only expansion through organic growth

c) his position on the board: its allegiance to the successee and the age profile of

other board members

d) the prognosis for his future career.

On the family side:

e) his father's hedonism and how to reconcile leaving his father to handle the future

himself with his struggle to differentiate from his family of origin

o his & his wife's wish to start a family

g) how to communicate his concerns given the family's inability to communicate openly

about feelings and these ongoing issues.

The intensity of the situation became clear during the interviews in 1997. Although

the successor reported at the end of February 1997

Nothing has really changed. I mean, in terms of responsibilities between my
dad and have not changed... I don't do anything he used to and he doesn't do
anything that I used to do. Everything is still the same. (A2tV4G3S22p2

he had in fact taken a hard look at the industry and its future and was convinced this

was not a good business to be in:

I have to say that personally I would not be here if my dad was in better health.
I would have just given up the ghost and gone for another job. That is not
necessarily anything to with the people. It had nothing to do with my dad in
personality but it is just our business. It has rained for the past month. You get
up in the morning and it is raining and you think I've got 12 guys. What the hell
am I going to do with them?" and you get to the stage you get so fed up of
it... so it's a nightmare. It is such a short order book we have.., it is very
unsettling, but that is just me. I am not comfortable...

its not about control. Its not about unhappiness about things. Its a pig of an
industry. It is affected by the weather. It is project based. You have a very short
order book. It is high risk in terms of health and safety. It is high risk in offering
guarantees - if something goes wrong in ten years' time and it is under
guarantee. There are too many aspects of the business which I personally am
uncomfortable with. That is not to say that the business is not reasonably well
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managed, that they are not doing the right things. It is just I do not like the
business....[ibid. pill

Given what is at stake for the successor, it is likely that he was looking at that time for a

rational basis on which to build a case for his exit from the business and a way out of

his many binds. His next statement shows his awareness that breaking the career link

with the business means disrupting the emotional bond with his father:

G3S2: There is a limit to how long I am going to live my life for somebody else
and at one point I am just going to say "Right. I have just had enough."
Interviewer: And the guilt thing will just have to take care of itself?
G3S2: Yes. I cannot go on living my life in a job that I do not like.
Interviewer: What prevents you discussing this type of thing with your mother?
G3S2: Well, I discuss it more with my father than with my mother. My mother
tends to go into a bit of a panic.
Interviewer: She would think: "Here we go. All this stress is going to start up
again?"
G3S2: Yes.
Interviewer: So have you got some strategies for controlling the guilt in your
conversations with him?
G3S2: (speaks quietly) I think what I will do is wait until things get better then I
will leave and at least I will feel that I am not bailing out at the worst time. It is
like the Captain jumping the ship before everyone else, in a way. don't think I
could live with myself saying "right, I am going now because things are not
looking good.. .so really I am waiting for things to get better.. .wtien we have a
good order book, well that could be the time that I would go...I just feel that I
will be there to support him through bad times but when things are looking up
then that is the time for me to go...
I have got to make the decision and start living my own life at some point.
When you start getting older, you start getting problems. As it stands, I have got
six to seven years experience of managing a business. I am no longer just a
number cruncher, and I feel I could do better. When you start getting in the
same job for far too long, it is a problem. I am conscious at the moment that the
problem is taking longer than it should. [A2\V4\G3S2\2\pl 2-13].

By 1997, there was a clear shift in the successor's thinking: he was far more resolute,

he had rationalised his views on the disadvantages of their market place, and had

begun his disengagement from the business by changing the way he thought about it

not as a career anymore, but merely as a job. Re-framed in this way, he was able to

make his case to his father and agree exit terms. But what led to such a move? What

led to such a fundamental change from being aware of the problem to being able to act

to break the binds that held him in place? There were two factors, one in the family

domain and one in the business domain, both of which pushed the situation, and the

system, beyond the point where the normal reaction (to contain the problem so that

nothing changed - first order change), was no longer appropriate or acceptable and a
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new reaction (to change the behaviour so that the system could change - second order

change) had to be contended with. In the business domain:

We were approached by somebody [to sell] and we have had discussions about
selling the company. But since then, the company has not done very well. It has
seen better times... Basically my dad got the phone call and I said "if you can
sell the company, sell the company and don't worry about me. I could go out
on my own, I would be happier doing that." I have had discussions with people,
but since then it has gone cold. [ibid. p71.

This event opened the way for conversations with his father about the way out.

On the family side, two things had changed, one was the openness of the conversation

with his father about leaving, and the other was to do with his wife:

I am reaching the end of my tether... my new year's resolution is to have things
sorted out by the end of the year. That is basically far enough. Give up the
ghost in terms of moving elsewhere, and stick it out for ever more or I go. I
think it will be go. ..He knows how I feel. I am not happy To be honest, he is not
a well man at times. It used to be: ufine if you're not happy, just go. You are not
expected to work in the family business" but just lately, when I have made
noises about leaving, it has been that he "can't afford to be running about and
doing as much".[ibid.plOj.

The successor was therefore starting to feel parental pressure - expressed as financial

needs - to stay, but this was up against the wish of he and his spouse to get their own

lives in order:

She [his wifel knows. I mean she is in a family business herself that she is not
happy in. She is sick to the back teeth of it so she is in exactly the same
boat.. .working very anti-social hours.. .the basic thing is that neither of us can
live the life that we really want to live at the moment because of our family
businesses... I think at some point in the near future we will think about having
a family in which case she will need to stop working at some time. And at that
point the problems would have to be addressed. .. . We are very much in a
similar boat. She is not happy with what she is doing, and I am not happy with
what I am doing, and from that point of view, we support each other but, all we
can rely on at the end of the day is our power to do what we want to do and we
can only make the decision.[ibid.p15].

How solid was this change on the part of the successor? Following this interview, the

opportunity presented itself to interview father and son together for the first and only

time in this case study. At the beginning, the father was very evasive when questioned

about the state of the business and the options open to them given that the offer to sell

had gone cold and the business was now in a real downturn. However, his son pointed

out that "she knows", meaning he and I had discussed these matters minutes before he
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joined us, so there was no need to pretend things were better than they were. The son's

perspective on matters was communicated just as clearly in front of his father as it was

when he was absent. G2, though, was apparently having difficulty dealing with this

interview. He was very edgy indeed, and began to give some contradictory statements.

At one point, the father said about the succession:

G2S2: My own aspirations for the future are to get out, to retire.
Interviewer: Are you serious about this?
G2S2: Oh yes.
G3S2: The problem is that you do not have any intention to do that.
G2S2: I cannot afford to retire... it basically comes down to the simple fact that
until such times that I can afford to live off a restricted income coming from the
business, or alternatively get the business back to where it was and sell it... It
depends on G3S2. I think if he were satisfied in what he was doing, then there
would be a succession, and if not, it would not be.
[To drive home his position, the successor replied:]
G3S2: The last discussions were really about being bought out after being
approached. I made it quite clear that I want out as well. I do not want to be
here forever, so the idea is sell the business. For a period I would need t deal
with the sales thing for a year, but at least then I could go... if the business can
be restructured so that we do make profitability, I could go.
G2S2: I think the other thing is that basically it does not matter how well the
business is doing, on a year to year basis, I don't think that would make any
difference to you.
G3S2: No [ibid. p4-5].

This statement supports the shift in the successor's perception and analysis of the

business. He now sees it simply one of a number of potential career prospects. He is

using the findings from his analysis of the cyclical nature of the business, its trends and

the overall potential for wealth to rationalise his reasons for breaking the business binds

he is in, and by breaking these, (so his role is thought of as merely a job rather than the

role of custodian and all the burdens that go with it), he is beginning to break down the

emotional binds too.

They then discussed the successors achievement of an overhead cut of 15% and that

there could be more to come. Although the father and son are clearly exploring options

now that it is clear that the son will not be the successor, they are doing this in private.

Apparently neither wanted the other directors to know that the son would be leaving uto

prevent unsettling them" [ibid.p7].
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5.3.4 Conclusion

At the end of December 1997, a telephone interview took place with the father to ask

him to distribute the FACES questionnaire around his family (his wife, son and

daughter). He agreed to do this. He also said that his son had left the company a few

months ago and had decided to "go the professional route". The father claimed to have

got his son a job with the firm' s auditors, and the chance of a partnership within a few

years. Since the son would have a conflict of interest about (eventually) having shares

in his client's firm, this meant that the ties had to be completely broken and his shares

sold, if indeed he ever got them. The father said he was considering his options on this,

on what to do with his will and was biding his time. Asked if he may consider involving

his daughter in the future ownership option, he was unclear. He maintained that the

business could easily get over its difficulties and would again be a good prospect for

take over by another firm.

In April 1998, the son and his wife had their first child, so it seemed that their wish to

start a family was a developmental pressure building up on the system to push for

change. Looking back on events in 1990, it is evident that the family had a crisis

resulting from a number of coincidental events and life-cycle stage shifts: there was a

serious health issue for the seniors coinciding with their launching of the offspring and

the start of the senior generation coming to terms wtl t(eic re?a&as?çi s cac1ie &t

late adulthood; for the juniors, the son was building a life structure for young adulthood

and was knocked off course for seven years by the emotional call to make his parents'

anxieties recede. In 1997, when the son went through a crisis of his own brought on by

his age 30 transition, his decision to leave the firm coincided with him developing the

ability to separated from his family of origin and also coincided with the beginning of his

own nuclear family. Events in the business environment created favourable

circumstances for his move out of the business, and to offset the guilt of leaving his

father to cope with his health and structure for late adulthood on his own, the move was

rationalised as being a sensible thing to do in such an industry where so many factors

worked against the business.
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Relatively little information was available on this family as a family other than the data

collected from the narratives and from the researchers' experience relating to the father

and son in the case. Despite the assurances given by the successee in 1995 that the

family understood the nature of the research, he refused to arrange meetings with his

wife and daughter. It was evident, though, that there was multigenerational gender bias

at work (Figure 5.3.3 below). The women were not allowed into discussion and decision

making about business matters. The successor's elder sister had been told that she

would not participate in the ownership transfer from CO to CO and that inheriting her

parents' property would not be equal in value to the business, as was the case in the

first CO - CO transition. If the value of the business fell, then to ensure the son would

have equality, tile situation would be looked at again. This struck a chord with some

comments made by the successee about how his mother's estate was settled, and how

he managed her affairs and handled his elder sister on the matter. He had power of

attorney for his mother and sold the house apparently to pay for medical bills. The sister

was not aware that her mother had willed 2\3 to the son and the other 1\3 to her, so

when everything was settled there was very little left for her. This apparently caused a

cut off between the siblings. She later emigrated to Australia and there has been no

contact between them since (Figure 5.3.3a below). The other obvious triangles in the

case include:

father, mother and son (Figure 5.3.3b): in which the son is relied upon to guarantee

the well being of his parents. This inverts tile normal parent-offspring hierarchy

giving emotional responsibility for the parents' well being to the son; this is

unnatural because parents should take responsibility for their own lives, and not

burden their children. This responsibility put their son in an emotional bind on a

number of levels: he was taking on responsibility for his parents' lives as well as

trying to build his own, as a 23 year old novice adult; also, although he was being

expected to deliver and income for his parents indefinitely, he was not given access

to the power and resources in tile business to learn how to lead it into a more

balanced risk profile and better profitability;

204



Females are
outsiders in
insider-outsider
family triangles

G1F&Sp

G2SI	 G2S2

G2S1.............................G2S1Sp'3
G3SI

father, business and the young couple (Figure 5.3.3c): an insider \ outsider triangle

keeping the son and his marriage in a subordinate position to the father's agenda

for himself and the business. The couple were unable to influence the father-

business relationship until they asserted their wishes and were able to achieve a

less isolated position in the relationship.

Figure 5.3.3: Triangling Patterns in Case A2

Figure 5.3.3a	 Figure 5.5.5b

G3SI	 -	 G3S2

Figure 5.5.3c

G2S\/Business

G3S1 & spouse

Emotional container triangle:
Emotional distance
between parents.
Son needed to ensure
business continuity; distance
regulated through the business

Couple are
outsiders in
triangle until they
assert their
wishes

It is not known whether the consultants who carried out the 1993-4 analysis asked or

expected to get access to the successee's wife when they did their interviews and group

board meetings. She was not included in this whole process, even though she had

worked there nine years and was a director of the firm then. Whether the consultants

assimilated the gender bias and assumed she had no value to add is not known, but

there is no mention in their report of being denied access to her as an information

resource. The father's view of keeping his wife out of the business domain other than in

a low key administrative role was also taken up by the son - he did not want to have his

mother involved in any of his thoughts or problems and did not even assume that there
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may have been any value in asking her view. He was also afraid of having to deal with

her emotional response (panic) if she had access to information on the business.

It is difficult to try to come away from this case with some understanding of what was

going on for the successee and why did he agree to be involved in this research since

he had no intention of involving the women in the family in the research? He returned

all the FACES questionnaires unopened along with another paper describing their

family as one "with no communication problems and no hang ups".[A2\D8]. From the

outset, he built up an idealised picture of the business which it was easy to see did not

match the facts, and when challenged on some specific aspects of this, he reiterated

his view ever more forcefully as if his repetition somehow made it incontrovertibly true.

He was heard to be de-briefing the non-family director after an interview and it became

obvious that he had spoken to him beforehand too, requiring him to build up his picture

of the business's success. His preoccupation with money and an extravagant lifestyle

was at odds with his statements about how much he abhorred such a thing, and that he

had seem this be the downfall of his wife's siblings' business because they had

apparently "milked it to death and drove flashy cars and had boats at the marina"

[A2\V1 1.

G2 himself had experienced some crushing disappointments in his Jife: he had grown

the business way beyond anything his own father had achieved, then was caught out in

terms of financial errors not of his own making and health problems. He was back in the

business within three months, and secured his successor in place that same year. Then,

the successor left and he had no one he wanted to pass the business on to, and no real

work done on preparing himself and his spouse for their declining years. The last 15

years of his life have been filled with the many highs of being in a position of

omnipotence, of envied business success and wealth and the prospect of a continued

legacy, as well as the lows that brought great anxiety, the exposure of his human and

managerial weakness and the loss of his legacy. His heroic stature was all invested in

the business; within a few years, there would only be people at his gentlemen's' club to
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envy his stature and status, because his co-directors wanted out as soon as possible.

His heroic mission had now failed. As time was marching on, and the next generation

were getting on with their own lives, he could no longer avoid the reality that he was as

mortal as everyone else, and money did not buy happiness. This must have been a

fearful way to live.

5.3.4.1 Notable Features of the Case

a) The family's rush to get the succession decisions made as a means to reduce their

anxiety at the time of the health crisis. This showed how interwoven the strands of

family, ownership and business had become: a family solution settled the business

and ownership succession dilemma.

b) The faith placed in the "tax free" (i.e. a technical) succession solution - that the

promise of receiving wealth and control (one day) would be enough to indefinitely

keep the lid on the feelings of loss of independence and autonomy and on the

learning taking place from the successor's experience over the years. This was a

serious underestimation of the power of feelings to drive actions, and also of the

needs in young adults to strive to build a satisfying life structure and to receive

personal and professional development so they can become competent people in

their own right.

C) The extent to which the desire for unitary control obscured the successee's view of

the world: this impacted on the board in terms of their reluctance and avoidance of

fulfilling their fiduciary duties as directors of the company; it meant the successor

got mixed signals form his father: on the one hand he was to be the next leader, but

on the other hand, he was not to experience and learn how to handle accountability

and power until his father was gone; it subordinated the marital relationship and the

role of the spouse in the family and the business, and it led to all the family's wealth

being risked in one business venture, which in turn relied on the precarious health

of the successee.
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d) The enormity of the successor's struggle to differentiate himself from his family of

origin: he grappled with increasing frustration and anxiety on the various challenges

for years until he recognised the various binds he was in, then he assessed his

prospects for the future under these conditions. Ultimately, he had to be able to let

his father take his own responsibility for his & his wife's income and quality of life in

late adulthood, rather than the successor assume that it was an unspoken and non-

negotiable part of his job description.

e) The dynamics and politics of power in the case: how disem powered everyone in the

case was other than the successee: his family (his sister, his spouse, daughter and

son) were subordinated by gender and hierarchical power in the family (only the

son's differentiation challenged this); the board were disempowered by the

successee's ownership power (even though they had some legal backing to

reinforce their own power as directors, they were not willing to risk opposing the

personal influence of G2); and the business as a legal persona itself was

disempowered by the unfettered unitary ownership and management control of G2.

Under these circumstances, the business was subject to strategic drift and had to

wait for on the absence of checks and balances causing a crisis as it had in 1984

before its needs would be properly taken into account.
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CASEA3

CONTROLLING OWNER RECYCLE

PUTTING OFF THE SUCCESSION:
AN ACCIDENT DIVERTS ATTENTION FROM

THE FOUNDER'S FEAR
OF RETIREMENT
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Case A3: Controlling Ownership Recycle
General Description
1977-89: Leadership Under Gi F

Start-Up I Young BusinessFamily / Controlling Owner
1990: G2 Entering The Business
1991 - 1995: Gi & G2 Working Together
1996 - 1998 Succession Tasks

Passing the Baton?
Successor development
Re-creating a business marriage
Evidence of entrepreneurial zeal?
Recycling controlling ownership?
Successor's struggle to attain credibility
Gaining comfort with outside advisers

Conclusion: Notable features of the case study
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5.4	 Case A3: Controlling Ownership Recycle

5.4.1 General Description

Key Players (see family geno gram: Figure 5.4. Ia and Organisation Chart,
Figure 5.4.Ib):

G1F	 The founder. (b.1931) 28.6% shareholder

G1FSp	 Founder's spouse. 28.6% shareholder

G2S1	 Eldest sibling, male, b 1965 21.4% shareholder

G2S2Sp	 Successor's spouse. m.1994

G2S2	 Youngest sibling, female, b.1966 21.4% shareholder

1994/5 Family Business Survey Responses (ref. # 262)

• 100% family owned.

• Significant proportion of family in senior management

• 1st generation in control

• No non-family or advisers on the board

• No non-family in senior management

• No documented succession plan

• Last 3 years average annual sales growth 10-25%

• Sales £650,000 per annum

• Would put "family first" in event of conflict

• 11 employees

This is a small service and manufacturing business based in Scotland providing a

packaging commodity to relatively big manufacturing companies. They do short

production runs, offering some further customisation of design and finishing, and the

ability to work with non-standard materials. This results in a more flexible service than

their bigger competitors where volume is needed to achieve economies of scale.

Theirs is a small niche market depending on repeat business, and therefore on their
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Figure 5.4.lb Case A3 Organisation Chart 1995
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quality of service. They have extra production capacity but limited physical space to

carry out more work, so growth is constrained.

Established in 1977, the firm grew to 24 employees by the mid I 980s, but was

deliberately cut back to around 10 employees and has been constrained since

because the founder does not want the managerial problems (structures and systems)

associated with having a larger firm. In 1995, when first contact with the firm was

established, the founder described the firm as "family first" but looking for containable

growth - meaning one which would allow a comfortable lifestyle, minimise stress and

hassle for the owners and be growing at a rate deemed appropriate for these

objectives.

5.4.2 1977-89: Leadership Under GIF

The founder [Gi F] started the business when he was 45 years old and married with

two young children aged 2 and 1. He had been made redundant from his job and

decided to start his own business.

Stories were told by the founder about how the firm had always competed on quality,

not price, and where exceptional service and keen lead times brought repeat business

which was about 85% of their work. Described by him as a "family -first" business, he

talked of "looking for God" in all they did; that they were not in it for the money, and

that they never advertise because that was to deny God would provide

[A3N2IGI F/2/pl 0]. The business operated from dark, overcrowded premises with

poor access which was clearly constraining their activities. Efforts were made by the

founder over the research period to source new or better premises, but with no

success.

5.4.2.1 1990: G2 Entering The Business

In 1996, the successor [G2SI] described how tie had always intended to join the

family business. As a youth he had been in and around the business before he had
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gone to university. He was also there for about 6 months after he qualified as a

chemical engineer because an industry downturn meant no jobs were around in his

chosen field. He said he had always intended to get outside experience then come

back to the family business when he was ready:

Interviewer: So was it always there as being very likely or just as an option?
G2SI: Oh no, very likely. Even more - like having work worked for a firm
with 25,000 employees it really was either you were a very, very small fish and
I didn't particularly like that. I mean it was a very sort of bureaucratic
traditionally civil service (inaudible). I mean it was interesting to work there
but.. .[A3N2/G2S1/p5 I

The timing of the successor's entrance to the business is relevant because of all the

coincidences taking place around it. The decision to join took place at a time when he

was in his mid 20s (in 1990 he was 25), and working as a graduate trainee, having

reached the rank of production supervisor in a part of a major UK engineering firm in

England. He was single, sharing a house with co-workers, earning well and travelling

up to Scotland to visit friends and family every month or so. He had not anticipated

returning to the family business as early in his career development and youth as this.

However in 1990, a combination of circumstances led him to review his situation. A

trust fund set up by his parents dissolved, releasing 21 .4% shares in the firm each for

the two siblings, and his father began talking about retirement plans, ownership

opportunities and the personal satisfaction family business potentially offered. This led

the successor to start asking his peers at work far advice and for him to seriously

consider his choices. He then weighed up the information he was hearing from his

peers with his own view that it would mean joining the firm earlier than he had

expected. It turned out that a friend and colleague of the same age and qualification

but from a farming background was struggling with a similar decision: whether to end

his well paid engineering career and join his wife's family's farming business? The

successor's family business was very profitable, and in his case, there would also be

ownership so it would not mean ugiving up" a financial incentive. He confided in a

friend in the personnel department who said to him :

.for every 5 graduates joining [the chemical engineering firm] , 4 will have
left in five years. People are sought out by design engineers and contractors.
So the company spends large amounts of money on your training - they only
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really get 5 years out of you. High turnover. So it was a bit mercenary: get
your experience and swan off somewhere else.[ibid.]

The extent to which he asked around for advice is evidence of how seriously he took

this decision. He also spoke to his line manager, who constructed an image of a life

structure based around a career with the current employer in the chemical engineering

md ustry:

My boss at [location] warned me not to stay too long at that area as you can
get stuck. He was mid 30s, with family & kids, house and was stuck -nowhere
else he could work. He was happy but felt constrained. He said if you want to
settle here for the long term, OK but if not, get your experience and go. And I
did - it all became very real. I gave a month's notice and left.[A3N2/G2S1/p5].

However the key influence initiating this process had clearly been his father with

whom there were uongoing not formal"[ibid] discussions. There was evidently a need

not to lose his attachments to his family and friends in Scotland becoming firmer in his

mind, but this was at a time when he was content to see for a few years where his

initial life structure could take him. The life structure he had built for young adulthood

was based on building up career experience away from the family business; there

were a group of peers to enjoy life with, a steady girlfriend from university days at

home, and a hazy Dream in which one day, when he was ready, he would return

home, settle down and take over from his father. The thread was to be broken by his

father's Unow or never" offer:

Interviewer: How did you come to decide to join the business at that time?
G2S1: Well, I knew when I went down that I wasn't necessarily going to come
back to Scotland ,but father, well this was the late 80s we were talking about
this - he was going to be retiring at 65 so there was a limited window of
opportunity. If I swanned off and worked for another engineering company for
five years it wouldn't then be a case of walking into the business when father
retires and pick up the reins, It's a new industry. Although motivation etc are
supposed to be the same, what it really comes down to is your intimate
knowledge of that industry and you can apply all the theory you like but its the
practical side. I couldn't just walk in when he retires; I need to pick his brains
to get some of his experience before he retires... [ibid. p6].

The "offer" to join the firm also concealed the possibility that if he did not seize his

chance now, his Dream would not be attainable in the future. After asking around for

advice, he decided to amend his original timescale and get the Dream into a sharper

focus than it had been before the offer.
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He returned to Scotland and to the family business at the age of 26, then began to

work on other dimensions in his life structure: his relationship with his girlfriend from

university broke up and he then met the woman he would eventually marry. As with

the career choice, a parental influence was present when he was choosing his spouse.

The parental influence again linked the business (and therefore its potential for rapid

access to career benefits) to the decision being made by the young man about who

would be his partner and complete his initial life structure. His father recalled:

When he first met and shortly after we first met [the girl who would become
the successor's fiancée] , I did say to [him] that if they got married and so on
and so forth I would be prepared to buy a bigger factory, which is a vote of
confidence in her and a reminder to him to visit on Sundays.[A3N2/G1 F/21p5].

With all of these influences, the successor appears to have re-joined his family of

origin, and re-affirmed his attachment to his parents by forgoing his own agenda and

life course, and joining the family business at this time. When asked to look back over

this,, he rationalised his decision as being obviously the right one at that time.

However the "now or never offer" implies that dissolution of the trust containing the

shares, along with the 60th birthday and the ticking of the founder's own developmental

clock were all reminders of the inevitability of entering late adulthood. The founder's

actions are consistent with him feeling the need to get his own life course in order by

firming up the retirement and succession plans, even if this meant pushing the

successor to get the answers he needed before he was ready to give them.

These plans had been unclear before, because the son was under the impression that

he could rejoin the business when it suited him at some stage in the future. The

founder's adult development agenda therefore became a force influencing the

successor to forestall his own developmental plans at a time when he was not ready to

do so: he had been thinking of building on his industrial experience elsewhere before

re-considering his option to join the family business. If he had worked elsewhere for

another five years or so, he would have been 30 when he entered the business, and

his father would have been 65. The founder may have felt that this was too long to
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wait to be sure his business affairs would be in order and an experienced successor to

be in place. The developmental paths of father and son were not in alignment. The

result was that parental power was used by the founder to alleviate his anxiety about

ensuring continuity of the business and the protection of the legacy he had created.

5.4.2.2 1991 - 1994: GI & G2 Working Together

When the successor joined the business in 1991, he and his sister (who has a career

elsewhere) each owned 21.4%, and his parents each owned 28.6%. His father was just

approaching 60 and he was 26. He had gained experience as a shift manager in

charge of 40 or 50 production staff, being on quality and safety committees, and

learning about leadership:

it was very well run ... but the main plant, having seen their very heavy
handed approach... I mean that was one of the most valuable lessons I
learned is that if you don't get these guys committed to it, it doesn't matter how
much money you throw at it, how much effort it's not going to happen.[ibid.p41

The successor regarded his primary task to be one of successor development: i.e. to

assimilate his father's knowledge and experience within five years. He also started a

MBA course part time at a local university.

The Accident: A Major Setback

By 1996, this was not working out as either the successor or the successee has hoped.

One of the reasons for this was that just after the successor got married at age 29 in

1994, he was involved in a motor accident causing unconsciousness and injuries to his

head and back. He made a good recovery and was off work for about a year. He

returned to work in the business full time a few months before the research interviews

started. In the successor's view, the accident had "set me back a year" [ibid.p3]

meaning that he expected his preparation for taking over from his father to take

another year or two. Now that he was back he was feeling confident:

Interviewer: Since you've come back, you've finished your MBA.
G3S2: Yes, well yes I handed my dissertation in recently but I've still got
more courses but basically once the dissertation is out of the way that's it, the
big chunk.
Interviewer: Congratulations on a good recovery.
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G3S2 Yes, oh yes, I mean I'm very happy about it and it's, I'm part of this,
you know I'm doing more and more at work and sort of new enquiries that are
coming along I'm sort of being left to deal with them you know. I've got my
father there for advice 'cause he's got the experience (inaudible). So that's
basically 4, just over 4 years experience whereas he's got 35 years
experience.[ibid.p3]

It soon became evident that his father viewed this very differently, and that he made

links between the set-back the accident had caused in his son's successor

development and other times in his son's upbringing when he had not achieved the

success his father expected. His father also made references to times when the

successor had not gone about tasks with the drive and direction he wanted to see. The

father expressed a great deal of disappointment in his son's approach to life in

general, and seemed to find it hard to attribute the son's pace of development to the

accident, because the issues presented were so similar to what had taken place before

the accident. He gave the MBA dissertation as an example:

GI F: It's very difficult, you see when he did his dissertation - a fortnight ago, I
mean in the end he was struggling. He tried and tried, he was determined to
do it himself and then 10 days before it was in, after 3 prompts from me he
said 'okay'. And what it was, he'd basically been doing his - and this is
something of a digression but it is still straight - he had been doing his reading,
it hadn't quite clicked, so he'd gone back and done more reading and there
was just an ever increasing pile of data and he couldn't see - but once I gave
him - I read through it, and gave him some structure.
Interviewer: So what about the supervision arrangements with the University?
GI F:Well, I think he got to the limit of what his supervisor could reasonably
expect.[ibid.pl]. 	 -

Although this could be evidence of a father's wish to help his son get back on track

after such a setback, in fact this was one of a number of times the father had stepped

in and influenced or assessed the course of events in his son's education and

development. As a child:

GI F: ... - I remember the first parents evening I went to, we happened to be
the last to arrive. The teacher greeted us "Ah, my problem child's parents!".
What was it? I was a wee terror at school, I used to pull the girls pigtails and
those things. [G2SI] did nothing, literally nothing. So she put him on the front
row and he still did nothing!
Interviewer: She didn't know how to deal with him?
GI F:	 He was just so laid back (inaudible). He was just a (inaudible). So
that's why he had to go to a fee-paying school.

When the successor was growing up, and at boarding school, his father said he

intervened at the "A" level stage, to ensure he got a place at university. He described
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the university admission as usecond best" because tie did not qualify for his first

choice. The father recalled that when his son was at university in his third year,

"...he came back home. He wasn't working hard enough. My wife said I was
too hard on him but I just got there in the nick of time. He just got a 2:2.
[A3N4/G 1 F/31p4].

Then, when it came to the son applying for his first job: his father claimed to have

been instrumental in getting him his first job. When probing this statement further, it

turned out to be more about giving his opinion than an intervention:

GIF: I got him an interview at (chemical engineering firm]
Interviewer: How?
GI F: I saw it in the ROGAT [careers directory] book. Got him to write. My wife
had to force him onto the train. He got the job. But they did an assessment of
him eight years ago and said he was goal-less. He knew he'd hit the buffers. A
consultant at [chemical engineering firmi said to him to join the family
business, and he asked to join. [ibid.].

The father has felt the need to monitor and, by making interventions, try to control his

son's achievements and progress throughout his upbringing. A pattern seemed to

develop whereby the mother's anxiety about the focus on their male child led her to

defend the child where possible, creating an anxious parent-offspring triangle. This

pattern was carried over into the business, in a way that would ensure the successor's

wife is not allowed to influence the parent-offspring relationship pattern:

So far I think he's doing quite well but he's not reporting progress, so I have to
from time to time say 'well what's happened to this one - how have you got on
with that one?' And to that end wy wife, he and I had a chat on SuoIa',
because his wife was in Paris, at a conference or something, so we had a chat
and the problem we have at the moment, and this is the specific one, is time
to disentangle the 2 things which have got interwoven, mainly the effect of his
motorbike accident from what is a problem, was or may become again.
Well I want to see how, my hope is you see, I've told them I'm not retiring at
65 which is next week, but what I want to see is, in the weeks and months
ahead is if he's given things, what does he do when he's stuck?
[A3N2/G1 F/21p2].

The intensity of the father's focus on the son in the family, and relative lack of

intensity on the daughter was made evident by a comment from the father in a

disinterested tone that his daughter led her own life with her partner who, he

supposed, was the father of both their children.
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The father was asked to reflect on the interventions he had made over the years, and

stated:

But, you know, back to the Christian model. As a father loves his son', that's
the model for me. Not as a rotten father in the sense that, not that I bullied or
anything. Unfortunately [G2S1] was 12 and [G2S21 11 when I was made
redundant....
But I was saying to myself "Right, if I keep, get, this business going, I can keep
the house, get the children educated and all will be well". But they didn't get
my time, which they needed. And this is what I'm trying to repair now. And
therefore when they ask, when they get stuck in dissertations, I help them, I
just minister, to use Christian jargon, to a felt need in a, I hope, a non-critical
manner and in a very constructive manner in the hope that it strengthens
relationships, repairs the damage. [A3N2/G1 F/2/pl 3].

Whether the founder is in fact trying to make up for being an absentee parent during

the years needed to build the business, or whether this pattern of control and

intervention was in place before the family business was started is not known. The

founder's feelings, thoughts and actions around fears that his son's capabilities and

behaviours as a growing child and young adult would not meet his hopes and

expectations were inconsistent with what his son actually achieved academically, and

with founder's positioning of his son as imminent successor. The mother became a

buffer when issues of conflict arose between the father's hopes and aspirations for his

son, and the son's own aims and the pace and scope he was setting for his life.

Explicitly, the business was being prepared for continuity in this family by the stated

process of leadership transfer from the father to the son. But, the accident

notwithstanding, the founder's ideas about transferring power and accountability

remained vague and inconsistent five years into the successor development period,

and his stated retirement date was not setback a further five years. The only aspect of

the plan that was clear was that if son were incapacitated or killed, the business was to

be sold.

The mother [GI FSp] carried out payroll and administration on a part time basis

working from home, where all the records were kept. The founder went home for lunch

and conferred with her every day, which obviously excluded the successor from this

hybrid family-business routine:
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How it works with my wife and myself and when you see her you'll be able to
learn that is essentially the classical model. She does payroll and some of the
book-keeping and things like that, but you know, I will go home, I can be home
by lunch or in the evening:, "what sort of day is it?" and this and that, and she
sort of gets a picture. And then I say, "you know we should get this machine"
or "we should do that" and then she will make some inputs but all the while it's
basically my decision [ibid.p5]

These discussions illustrate how enmeshed the roles of spouses / directors / owners

had become, and how blurred the boundaries were between home and business.

Since the opportunity to involve the successor in these discussions was missed, he did

not have the chance to learn how express his views and be listened to. He also

missed out on the chance to hear how capital investment decisions were made, what

criteria were deemed relevant and important, and how the big picture was formulated

and followed. The business was clearly the axis around which the parents' relationship

revolved, and theirs was a "business marriage" in which the business of the family

firm, and the business of the church preoccupied the partners. The successor was

kept as an outsider in the triangle between his parents and the business, and he was

therefore unable to work out how the business could be part of his own Dream, and

how he could make his own mark with it. This arrangement also meant that his parents

were missing out on the learning they needed to be able to complete some of their

own succession tasks. They were not enabling the transfer of power to their son to

take place, and so were not getting the evidence they needed to know whether their

succession plans were on track and possibly to see their son deve'op into a capab'e

successor. Transferring power would have meant breaking their "lunch and decision

making" routines, which would change the business balance on which their

relationship was steadied. Consequently they were not giving themselves the

opportunity to learn how to re-define their marriage outwith the business. The rigidity

of the emotional triangles was holding all this in place, and keeping everyone stuck.

No one was willing to break the patterns because everyone had a lot at stake.

The Working Together years were not defined as such from the outset. In 1990, each

generation regarded the next five-year period from the successor's entry into the firm
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as their "passing-the-baton' period. As time went on, and it became evident that no

baton-passing was in fact taking place, the accident happened, effectively creating a

diversion because it allowed the founder to add another five years to his timescale for

retirement. Although this extension was openly announced, the successor believed

that his five year development was still on track, and that the set-back from the

accident pushed his personal timetable back a year. He had entered the business

expecting his prior supervisory experience to stand him in good stead. Having started

at the bottom in the family business, he felt he was gaining experience of the business

operations and their market segment. He was finalising his part-time MBA and

exploring expansion opportunities into bigger premises. He had also got married. The

successor was clearly getting ready for the next stage of his life; he wanted to

consolidate his life-structure decisions (his marriage, the career and keeping his

Dream in sight) and to settle down in preparation for middle adulthood. He was

unaware of his father's misgivings.

The successor's development process was again not in alignment with the founder's

developmental agenda. Five years on from the previous developmental clash, the

reverse was happening: the son now needed answers about his capability to create the

future of his Dream, to enable him to settle down in the timescale he was working to.

His father, however, was not ready to do the work necessary to get these answers,

because he would have to change the pillars on which his marriage and social identity

were constructed. He was in charge of the situation and could keep it contained

through his strategy of monitoring and controlling. The successor and the pace of his

development as the next leader were in place and under control; his financial planning

had paid off and he had a satisfactory retirement income in; he had encouraged his

son's marriage and foresaw a repetition of his own model of the subordinate wife in a

"business marriage" being repeated.
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Clearly, things were just not adding up. Neither the father, the mother nor the son were

being honest with each other about how they saw their futures and the challenges they

would need to each to face up to in order to get things into balance.

5.4.2.3 Succession Tasks

5.4.3.2.1 1996 Onwards: Passing The Baton?

It is not easy to distinguish between when a Working Together phase ends and a

Passing the Baton phase starts, especially in a case such as this where rigid emotional

patterns have such a powerful influence on the key players' ability to make progress.

In the 1994 survey, the founder envisaged the succession being completed in five

years, and in 1996 he put his retirement back another five years. The successor was

working at least internally to a shorter timescale. These are regarded as evidence that

in 1996, each generation had an endpoint of succession in their sights, even if their

sights differed. If the Working Together years were not as satisfactory as the father

and son hoped, they seemed to set the scene for continued dissatisfaction in the

Passing the Baton years. However, no one was vocalising their concerns and, in

keeping with the family pattern, everyone maintained a respectful distance from each

other.

5.4.3.2.2 Successor Development

As the interviews went on, the founder maintained his view that the successor was not

shaping up as quickly as he would wish, and that he continued to harbour doubts

about whether he was able to do so. However, when exploring the alternatives to

appointing his son as successor, the father reiterated his intention to retire at 70 with

his son in situ:

I think I have broadly narrowed it down to [G2S1] - he can make it. and
basically I would probably continue as a consultant. I have described the
concept of: I will come in only on request and I will only deal with what I'm
asked to come in for and I will keep my blinkers on, I'll not, I will not do it. It
so happens I think I can do that, but I would continue to get the accounts
[A3N2/G1 F12/p4].
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Asked how he was going to be sure the successor would be ready when he was 70, he

said he was aware of the need to get the work he does transferred to his son:

Well there's 2 things, one is identifying what I do so that I can specify what
other people will need to do to keep the business going. And the opposite side
of that coin is at the moment I'm progressively handing over, you know,
starting up the details - new projects, for example [ibid.p4]

His strategy during this time for developing the successor was one of

monitoring, seeing how it is very much handled and there is going to be
more and more like that... But that's broadly the way its going to be. But as
part of it bringing the family dimension in, I'm very conscious of the family
expectation as that a son will take over and I'm closely monitoring [G2S1]. In
other words setting targets, things to do and see how he gets on and does
them. So far I think he's doing quite well but he's not reporting progress, so I
have to from time to time say 'well what's happened to this one?[ibid.pl]

In early 1996, he was not happy with his son's progress and took the opportunity to call

a meeting, when the son's wife was away, with the son and his mother to discuss his

progress. His parents were vigilant about two issues: one was to do with assessing

how he was coping, health-wise, with the demands of being back at work and back to

a full workload again after the accident. The other was to assess his prospects as their

successor. Clearly anxious on both counts, it is possible that their constant monitoring

after the accident, underpinned by their long-standing misgivings about his inherent

capability may have lead to a self-fulfilling prophecy. When the father was asked

whether he may be perceived as a leader who is impossible to follow, and therefore

there was a danger that others may get complacent rather than challenge, he replied

"Yes, there is a touch of that, undoubtedly" [ibid.p3]. However, he was resolute that his

son's "goal-lessness" was the major problem, and again linked this to the accident,

obscuring the issue:

Gi F: You come back to "Is this the accident or is it just him?"
Interviewer: What do you think it is?
Gi F	 (Sighs) Well he once told me, you know, (inaudible) about career
assessments at [chemical engineering firm], you know, that the comment was
he is goal-less, he doesn't have goals. You know, he'll set some sort of goals
but he doesn't, you know, he can't see (inaudible). You can't hear him saying
"right, that's what I'm going to make happen" you know. So, yes, you see this
is what I'm basically doing, listening to him. i've used the expression 'There
are those that make things happen, those that watch things happen and those
who've no idea what's happening', he tends to be in the middle category and
that's just no use.
Interviewer: So have you got misgivings at this time as to whether it's going to
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work out?
G1F: Open minded... I just don't know how interested he really is, you know,
he doesn't sort of come to me and say "Ever thought of doing it this way?",
and I'm the one that does the thinking in the bath.[ibid.p2-3].

The founder decided that he would continue to monitor for progress and wait for "a

defining moment" [ibid. p5] at which his questions would be answered:

Gi F:l'm fairly clear that there will a - to quote the expression of Tony Blair -
there will be a defining moment. It will be something small, it won't be a big
issue and just suddenly the decision made itself. It's not that I'm putting it of,
but...
Interviewer: By the decision, do mean the decision of what to do with the
business or what you -
GIF: Yes with him[G2S1]. I dare say the whole thing will certainly
gel.[ibid.p5].

5.4.2.3.3 Re-creating the "Business Marriage"

What would the defining moment comprise? How would his father be convinced that

any change demonstrated by the successor was real, or good enough, given the views

formulated about his talent throughout childhood? Is it fair to make the successor run

the gauntlet, if the benchmarks are not agreed and known? Asked to elaborate, the

founder said he envisaged it being made of two parts: the first being to do with a

satisfactory demonstration of entrepreneurial zeal by the successor, and the second

piece being the instalment of his son's spouse in the business, as a source of support,

just as his own wife had done::

You see one of the things, you know... it could be "come and have lunch with
us and we can have a discussion on, you know, do we set up a new business
to develop this soft material cutting or do we do this or that" and you know
[G2S1Sp] will have a role somewhere though - I think she would be quite
interested in the discussions. Now I think that's most likely where the defining
area is going to come or the defining moment.[ibid.p5]

Taking the issue of the involvement of his son's wife first, it was becoming apparent

over time that the founder's idea of a stable structure for the future was one in which

the models that he knew had worked for him in the past were replicated. Not only was

the recycling of controlling ownership envisaged by him as the business model for the

future, but he also wanted to see a replication of the "business marriage" model that

had stabilised his own marriage and given him access to emotional and business

support.
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The founder's efforts to influence the creation of a "business marriage" between his

son and daughter-in-law raised some complex issues. This was the 1990s, not the

1960s and 70s, and the father had a dim view of dual career marriages: "I warned him.

I said to him to think before the invitations went out which career comes first"

[A3/V1 IG1F/1/off tape]. Bringing the daughter-in-law in the firm meant he would have

to reconcile his highly principled views about career women and his denial of their

changing role in society with his wish to have her involved for the greater good of the

family business. That is, he could not rely on his son to handle the business, but if the

son's spouse were there to back him up, then the risk was reduced considerably:

Well I knew there was this tension of your generation, his generation, their
generation, of the 2 careers and I have no shadow of doubt about it, if there is.
If [G2SISp] is determined to pursue her own career, I don't see [G2S1] will be
able to cope. But I think, if [she] gets involved in the business, just as
someone that he can discuss things with at lunch or in the evening or
whatever......ibid. p5].

If she were to join the business, it would be to play a certain emotional support role

and would not be as a valued member with skills to contribute:

Okay, so where do I, I think there is no reason why [G2S1Sp] shouldn't be
able to monitor [G2S1] from (inaudible) like today. I think she could ask if its
"quite a good day?" or this and that, and you know, the bouncing of ideas, it
could work. I think it could. And then as the family starts to grow up, she
might want to spend more time.. .[ibid.]

The father had been encouraging his son to involve his wife in design ideas (she was

a lecturer in textile design). The father also held some very firm views about the role

of women in society (that they should be homemakers and not be ostentatious) and

firm views that businesses existed to serve God:

We've got a incredibly decadent middle-class now in this country. Look at our
MP's. I mean, I wrote to a church friend in Belfast recently, I said the driving
in Edinburgh at half past 3 is a menace. All these mums collecting their little
kids, I was at pre-paid school - I'm glad I was —and [G2S1] was too. Col'ecting
their little children in their Range Rovers, their 4 Tracks, their BMW, their
Mercedes, they have no idea of the reality. They have husbands who are
maybe lawyers, investment managers, (inaudible), but in fact we are very
decadent as a society.

Gone is the Scottish tradition of 'You educate yourself'. When people would
go to night-school, they would work at night, etc and in so doing... Originally it
was seen directly as an opportunity for glorifying God.
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And then you know - this is the history of mankind. Then success leads to, you
know, you become self-indulgent and then decadent and you lose contact with
God. Then a crisis comes along and then the repentance. And therefore what I
think - an extension of that is - [G2S1] and [G2SISp] are certainly not in the
same place. I think if [G2SI] does take over and he demonstrates that he
wants to, really wants to, I think he would keep the thing going on human
integrity, service and so on. But he wouldn't as I'm so often doing in
situations, be saying to myself "Where is God in this?" "What is God doing in
this situation?". [ibid.plO]

At a family interview, later that year, the daughter-in-law talked about joining the

business, as a potential career opportunity, possibly because it came at a time when

she was very unsettled about her existing career and its limited opportunities.

However, she was also conscious of her in-laws' wishes to have her there to support

her husband, repeating the pattern as they had done with each other and whilst there

were still anxieties shared about his recovery from the accident. Once again in this

family, a life-structure decision was being linked to the business. If the timing of

joining the firm suited her from a career stand point, she was careful to give a

response that met the support criteria the founder was looking for, as opposed to

pitching for a career role on merit. She also made the point that she wanted to see her

husband get access to some control:

Yes, well. We have sort of discussed it a bit, we've touched on it. we haven't
really discussed it properly.... it means that he is actually taking control of the
business and having a chance to perhaps establish his own ideas and perhaps
things that he's learned or different views that he has, although obviously he's
not going to knock away everything that his father's done. He going to very
much build on that.

From my point of view, well I'd like to be there in support very much because I
think obviously it's a difficult thing for him to do until he becomes established
and confident in that role.

And also long term, well I know that after he's played a strong role in the
company, in terms of just support as his wife, I also want to bounce idea's off
and discuss things through with, obviously I'm very much there for him.

I have my own career as well at the moment. ..l'm quite a flexible person, I've
had quite a few jobs in my time and it may be that taking a role in the
business, whether it's part-time or accountancy that may allow me more time
for me to try explore other avenues on the creative side as well. I could be a
very positive thing for me to do, to become more involved in the business in
that sense, and it'll give me some sense of stability, provide greater support
for [G2S1] but also give me the opportunity to explore other creative avenues
that I haven't perhaps hadA3N3/FamIlIp8]
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Part of the founder's defining moment therefore means attracting his daughter-in-law

into the business, under the veiled offer of a career for her. The father's comments on

the matter are more consistent with her being a home-based insurance policy for the

times when his son may struggle with the pressure of the business.

5.4.2.3.4 Evidence of Entrepreneurial Zeal

The other dimension of the defining moment for which the father was waiting was to

do with his disappointment that his son did not "think in the bath" or come up with

ideas, vision and strategic opportunities in the way that he had done. The father

described how went about scanning the business environment for opportunities:

Now where I get this from, I don't know. I hadn't been taught it but I just say
"Hmm, just think in very broad brush terms, "what are the implications of
insecurity of this generation?", "what are the implications of reengineering or
downsizing", "what are the implications if they [a customer] put a new machine
in". Not "they won't be able to do a whole slew of work", and sure enough it all
came true. This - being a van boy - it's amazing what you learn at a back
door (inaudible) the manufacturers and the bosses do. Talking to the right
people, listening, you know, someone in the (inaudible) says "well okay,
course the first thing that we'll change is to get a decent car and this office
isn't big enough". You see it's the potters work ethic, fully paid job is about
glorifying God, doing good work as an end in itself and if you do it you'll get
some money.[A3N2/G1 F/21p91

The father's many references to the term "goal-less" and his labelling of his son with it,

may be linked to his envy of the opportunities for education and advantage his

children had, even though he had in fact provided them. This would be narcissism on

his part: as a parent he has tried to give his son a better start in life than he had, then

uses the consequences of this advantage to hold his son back and hold his education

and advantage against him. In Eriksonian terms, it implies he has not reconciled the

conflicting tendencies of Generatively and Stagnation from the dominant, mid-

adulthood years. He berated himself as a father for making life too easy for his son:

Laid back equals goal-less. Goal-less equals - you know. In a sense I
have drifting as part of my make up and I think he - You see one of the things
I've said I was saying 10-15 years ago to my contemporaries, is - the big
mistake we've made is we've bred insecurity out of my children. They've got
it made. They're doing their thing and they say "it's going to be all right, we've
no problems... Yeah, I'll take my degree, then I'll take my year out then I think
I will write to so and so because that's who I'm going to work for" and then
...crunch! By now, the mind set's already there. [ibid. p6].
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This label and his views on young people in society in general may have blinded him

to whatever potential there was for his son to be entrepreneurial. For example, in the

final interview with the father, he said that he had considered making his son a

director when he got his MBA but this did not in fact happen. He seemed angry with

his son about a conversation that took place when the family were walking back to

their cars after the graduation:

Gi F: . ..l am very disappointed he is not using his MBA as he should. When
we were walking back to their flat and the only thing he talked about was their
plans for selling the flat and using the money to get more properties. I mean
the firm paid for his MBA.
Interviewer: Is it possible that he might have been trying to show you that he
too is trying to be entrepreneurial in his own way?
GI F: I hadn't thought about that.[A3N4IGI F14/p3].

Other signs that the son had some ideas about what to do with the business when it

was under his control were evident. For example, he knew that he did not want to

repeat the lesson his father had learnt in the I 980s about growing the business

• .25 [employees] is unwieldy with the present company structure. Up to 15-20
is OK but above that, the management structure had to develop and it's an
overhead. So it's trying to find the balance between growing the company to a
certain point but not take it too far. But if it continues to grow, which I hope it
does, then we'd have to look at new premises, new management structure.
We're production oriented at the moment but we'd have to then get into
personnel issues.[ibid. p51.

Apparently the son's Dream is different to the father's in that it encompasses having a

dual career marriage, has modest or less lofty aspirations in the career sense, and

does not encompass the religious dimension:

[G2SI] equates God with ministers. And ministers, he reckons, have lost the
way, therefore God's lost the way [A3N2JG1 F/2/pl I]

Clearly the generation gap - how each generation sees the world and their values

about religion, marriage and careers is one of the sources of tension evident in this

phase of the transition. As with the lack of openness about the transfer of leadership

and authority, these generational tensions are privately acknowledged but not openly

addressed, and the opportunity to learn from them was being missed.

Throughout 1996, the successee continued to express disappointment in his

successor. During this time, the successor maintained that he was happy with his
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choice of joining the business, and that he still saw his job as being to amass as much

experience as he could so he could follow his father when the time came. At the end

of 1996, a family group interview was held to see whether, and how these

discrepancies were handled by the family as a system. The father was happy to call

the meeting, but did not invite his daughter. It was interesting to note the anxiety the

request generated for the father. It was necessary to firmly request that the

successor's wife be present at the meeting:

Interviewer: I'd like to ask for my next meeting to be with the family. Is that
possible?
Gi F:Yes, let's get the three of us together....
[discussion about "family" and which family members are requested to attendi
Gi F: Oh. Well, perhaps if I say she [G2S1 Sp] was born on the fourth of July
and her maiden name is Pankhurst that might explain things. This would not
be as straightforward.[A3/T2/G1 F151p1].

The meeting was very useful for illustrating the family's dynamics at work: the

example above about the daughter-in-law's possible entry into the business is an

example of indirect communication and there were to be others. At the beginning of

the meeting, the father tried to set a very upbeat tone which was not consistent with

his comments over the previous eighteen months. He stated that the business would

double in size over the next two years and they would have new premises imminently.

Despite his comments in private meetings that the option of selling the business if the

successor did not develop the required capability, his wife did not imply that this was

in her thinking at all, when she described her view of the succession process:

'Well - obviously the business is going to continue..." [A3N4IFam/11p2].

The two generations treated each other with the utmost respect but there were times

in the meeting when it became clear that there were tensions between the two

generations and also within each generation. The son, for example, got nervous when

his wife gave an example of what they discussed about the business at home, and the

father became critical of the successor about a lapse which he said had taken place in

the keeping of Quality Assurance records.
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5.4.2.3.5 Recycling Controlling Ownership?

The discussion about future ownership of the business stirred up a lot of feelings in

both generations. The father said that other than the arrangements that came in when

the trust dissolved (equal ownership for the siblings), there had been little further

discussion about how the shares would be left to their offspring. The son was quick to

make two points from this, one to do with the issue of his sister possibly expecting jobs

for her children in the future (now eight and three years old), and the other to do with

him generating wealth for an inactive owner in the future. He made it clear that he was

becoming more aware of the responsibilities and complexities of having a non-working

family shareholder. His sister has not been involved in any of the succession

discussions:

I'm in a sort of position now to what my father was 32 years ago. We don't
have any children yet, so the one slight issue is my sister who's, well not slight
but the other issue, is my sister and she's got 2 children who are, one's 8 and
one's 3. That's not anything I've ever discussed with her and she's never
mentioned it me. Whether there's a succession issue there or not, 10 or 15
years time they might be interested, who knows? By then we'll have our
children, but they're going to be by definition at least 20 years off coming into
the business [A3N4/Fam/1/plQ]

Regarding the prospects of working to reward an inactive owner, his father implied

that he did not feel sure this was a good thing. The founder then indicated that this

was not his own preference, that he didn't intend this to happen, implying that he

wanted the future model of controlling ownership to continue as it had been in the

past:

My position is that I would like to acquire [G2S2's] shares, when I say I,
whether (inaudible), but as always in these things it is not about money, it's
about timing, you know, what is the tight time from her point of view. Then the
issue is, what valuation to be put on it, but it is for that reason, to avoid this
untidiness that, not untidiness, (inaudible) everything is just going hunky-dory
and then wee nephew says "when am I going to get something from . . . ".[ibid.]

At this point, the founder's wife became very agitated and the daughter-in-law

intervened as if to calm or reassure her mother-in-law, but still to express concerns for

her own interest as part of the future "business couple":

I was just meaning - that it's some type of security, isn't it? I mean it's
safeguarding the company. Having brought it up, I mean you have a lifetime
relationship and there's no problem that I can foresee at all.
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But you don't know what's going to happen, you don't know. If we have
children ...[ibid.p21]

The father, noticing his wife's reaction, then modified his stance on total controlling

ownership to one of majority control for the son, but still proposed a solution that

assumed his daughter's continued invisibility and distance from the problem:

...Or whatever the legal position is - in a family business, if you've got 51% of
the shares you've got 100% in effect. [ibid.]

It was at this point that the mother became very agitated indeed and said

But it's also a very difficult thing to do even if we were to buy back [G2S2's]
shares for very good and Sound business reasons. It's the hidden agenda
behind that as well, is how will she feel. Will She feel she's being pushed out?
Is she no longer part of it? [ibid.p21].

The meeting therefore brought about exchanges which illustrated that there were

serious issues to do with the succession in the family and business which, despite the

dyad alliances in existence, were not being openly communicated. It exposed the

mother's role as the caretaker of people's personal interest and well being in the

family, and the fact that her husband was not as open with her about the business as

he had led her to believe, which was also the case with the successor.

5.4.2.3.6 Successor's Struggle to Attain Credibility

The meeting also revealed other tensions relating to the transfer of power and

authority in the business. The son had the title of Business Manager, but said he was

suffering from the "boss's son syndrome"

I'm very conscious of it in that, this chargehand and others, the operatives, will
approach me and ask me questions as I am the boss's son and as if I don't
want to be seen as the production manager. I know fine well the chargehand
would far rather ask me directly, but its the politics of supervising and leading
management. It's just not an option. You know you get in these awkward
situations often were people come up and ask you, you tell them what needs
doing and the production manager has actually intended that he go off and do
something else. So that has to be under-lined. The other one is tell them to go
and do something and then you actually have to go off and tell the production
manager what's happened. The problem is at the moment, myself and the
production manager are on the same level so you've got the sort of conflict in
that people do ask me but I'm not really their boss, although I'm the boss's
son. [ibid.p16]
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His father said he was aware of the problem of his son lacking line management

authority but that there was an awkward employee in the way (the production

manager) and until he retired they were stuck with it, as if there were no other options.

There was no one in the business of the son's age that he could turn to and discuss

these matters, and he commented that the MBA cohort had been good for this, but

now it had split up. The father said that the son had a mentor in the shape of a

consultant, who visited the firm once a month and did the accounts. This person had

been around since the firm was started twenty years ago, and was described by the

father as "the firm's midwife" [ibid.] and had worked there for a while part time. When

exploring this mentor I mentee relationship and other sources for developmental

support for the successor, it became apparent that there was no such relationship:

I have got my father but I've also got this chap [Consultanti and I've already
spoken to him once or twice and I know between those two, if there ever was a
situation that was new to me, or I felt out of my depth n, know there's at 'east
two people and also my mother, because she would have heard a lot of
(inaudible) [ibid.p12].

5.4.2.3.7 Gaining Comfort With Outside Advisers

The consultant was regarded as a very important person in this business, so it may be

surprising therefore that he has not had as much to do with the successor than this.

Although he is obviously highly regarded and trusted by the mother:

But you also have Stuart, who comes as a consultant and he certainly is very
good. He keeps an eye on us as well. He'll make suggestions and if he was
concerned he would probably say... [ibid.]

it is clear that this person is the really the founder's confidante and trusted adviser, as

the following comments by the successor illustrate

G2S1: Well I meet him whenever he comes out to our place, I usually have a
little chat with him.. .Well it's more on the general overview of what's
happening and he displays some interest in some of the big assets. He likes
to get shown them and shown round and so on, so yes I have a chat to him
when he comes round.
Interviewer, to all: Have you ever considered asking him for a presentation, is
not the right word, but at least an overview, a summary of the implications of
the transferral of assets and such things? Have you consulted him about
those things or is it more managerial accounting.
GIFSp: No More managerial.[ibid.p6].
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The successor, therefore, is left out of the lunchtime meetings held by his father and

mother, and also of the important discussions that take place with the firm's

consultant. He is in a tricky position managerially in the firm, where his status comes

from being the boss's son rather than having a clear place in the chain of command.

The title Business Manager does not appear to be meaningful in terms of his

development as the successor, and in fact sustains his isolation. From this, it seems

that his spouse is the only real person who can be his "sounding board" yet he is

nervous of his father knowing this happens.

Between the family meeting and the final interviews, a lot happened, some of which

helped the situation and some of which hindered it. Improvements were made in the

company structure, with the introduction of an experienced person as "production

controller" who sidelined the production manager. This boosted the spirits of the

successor considerably. In 1997, he was feeling very confident indeed. He was

convinced that it had been the right decision to join the business and, despite

considerable setbacks due to staff illnesses, felt that things were happening in terms

of the succession in a satisfactory way. He now envisaged the hand over of power, for

example, within a year:

...the problem is that until I am in charge. ..there is going to be a point at which
it will become very rapid from my father running the shop to me running the
shop. I have spent some time thinking about it recently, with me being off ill
and with the general mayhem and I think that while he is calling the shots, it is
very difficult.....I would then have to be the person at the top or the person in
charge and my father would have to be in the very background role...

Interviewer: It feels very much to me, from reading previous transcripts that it
is still very much your dad calling the shots. Do you feel comfortable with that
at this stage or would you like to see things move along a little bit more now.
What do you feel ready for?

G2S1: I mean, I feel comfortable with it, but I am definitely questioning it with
my experience and knowledge at the moment, it would definitely not be right
to have me calling the shots. I think that it is very far away...

Interviewer: Have you discussed with your father that your horizon is twelve
months?

G2SI Certainly not recently. In his eyes he is probably thinking more to the
eighteen months - two years for it. But I could accept that but I think it is a way
of motivating myself and try and move the process on... We have not really
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formally discussed it in any way. .[A3N4/G2S1/2/p5].

His business horizon was also preoccupied with the other two key decisions to be

made in the business which were preoccupying all concerned: whether to buy a new

piece of machinery, and whether to move to new premises or buy the premises next

door and expand in there:

If and when that happens, it is just like all the pondering, dithering will just stop
and we will move on and I think this has also added to the more longer term
reflection. [ibid.pl 1].

His father did not see things in the same way at all. He was extremely harassed by the

timing of illness, the big questions, still unresolved, about the future of the business,

the prospects of capital investments and relocation and also there were new orders

that had come in. At the final interview, he seemed quite demoralised about his

successor, the business and the future:

Yes, but I think there is another thing that I have become aware of and that is
[G2SII at interviews, discussions, meetings etc. He seems very positive and
fired up and then nothing happens afterwards...l think it is post accident. It
might be that but I have been doing an awful lot of agonising.

He once told me that his previous employers felt he was goal-less and I would
have to agree with them. You can't see what he is trying to do. ft seems to be
getting through but he is not nipping my ear all the time like he should be.
...Several months ago I did suggest to [G2SI] that it would help to have
another session with his clinical psychologist. He thought it would be a great
idea but he has done nothing about it, or if he has he hasn't told me... We
agreed that he wasn't functioning on all cylinders. [A3N4IGI F161.p2]

This seems to have brought the issue to a head for the parents, who decided to gather

information to assess their options. Firstly, they went to see their accountant, on their

own but possibly with their son's knowledge, to look at what the business would be

worth if they sold it. They discovered that they would not get the best return on their

investment if they sold now, and therefore had to consider expansion:

it was a very interesting discussion and his valuation of the business is
probably a little low than what is mine and [G2S1's], but unarguable
conclusion was that we were getting a far better return running the business
than selling it at even a good price than what we would get investing it in the
bank. (inaudible). So as I was saying we are getting a good return and so... it
was felt that yes, it was really worth acquiring next door even if we have to pay
over the odds. This is just going to be easier to run the existing business.
[ibid.p21.
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They also asked the consultant to write a report [A3/D11 which he submitted in January

1997. In February, the successor was not aware that this existed. The report looks

primarily at the impact of making a major investment in machinery on the business at

this time. However, it also looks more broadly at the overall state of affairs in the firm

and is summarised in Appendix 3. It is clear from the wording of the report that its

purpose is to let the founder and his wife know that the company has gone as far as it

can go under the current structures and processes, and in the current premises. The

consultant is clearly advocating that many of the barriers to the transfer of power are

removed, and that the successor is allowed to be tested on a more level playing field -

i.e. more usual business conditions than were the norm in this firm. The success or

otherwise of this approach would give them the confidence to end the drifting and

decide on the way forward. This may be to take on borrowing, expand, to make a

major capital investment themselves, whether to move to new premises or decide to

explore more radical options such as selling or bringing a non-family managing

director in as a bridge to the next generation. It is pointing out that their lifestyle

approach to the running of the business (where worthy religious values about helping

the needy had led to a recruitment policy which now caused skills limitations in the

business, and where the keeping of records and key administrative matters and

meetings were held at home) was no longer appropriate for the future needs of the

business. It pointed out the need to disengage from this style and culture and to bring

about some change to the way things were done, and to give the successor real

responsibility and accountability, and the opportunity to find out if he could take this

on, and if he really wanted to take this on.

What is clear from the report is that as far as Passing The Baton is concerned, the

founder talks about moving to new premises and then retiring, but he still has almost

all the tasks of this period to attend to: he is still the one with all the power, control and

influence, as well as the front-man of the business. He is still the organiser and

planner, and most of all, he still controls the key performance indicators of the

business: how much to pay for raw materials, what price to negotiate with the
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customers, and all the hiring I firing I organisational decisions. The successor, too,

does not seem to grasp the magnitude of the work ahead (perhaps from a sense of

being powerless to influence it), but still hopes to control the business within a year or

two.

5.4.2.3.8 Retirement and Letting Go

The founder and his wife were pleased with the arrangements they had in place for

funding their retirement, although it turned out that this did not include any provisions

for healthcare. The founder envisaged a "phasing out" type of exit in which he would

shift from being controller to non-interfering consultant, and that his timescale for this

was four years away at age 70. His wife, however, was over nine years younger than

him and pointed out at the family meeting that she was not ready to phase out, despite

the comments made about her daughter-in-law replacing her in her role in the firm.

She planned to leave in five years, which coincided with the new timescale announced

by the founder. It is clear, from the consultant's report, how tenacious the founder's

grip still was on the business so the psychological "letting go" process was also still a

long way off. The tasks to be attended to before he would feel comfortable about no

longer being such a force in the firm was discussed at the family meeting. There were

a number of issues relating to family and business matters. On the business side,

there was:

• unfinished business: the founder talked as if he had unfinished business to attend

to, and wanted the business left in perfect order:

I think probably the most important point to me is that whatever is handed on,
there are no skeletons in the cupboard. In other words, I don't want those who
continue to work to say "Well it's airight for him, but look at the mess he left".
[A3N5/Fam/1 /p4]

knowledge transfer:

...the gap between [G2S1] and myself is greater than it would have been for
most of my contemporaries. And therefore I still have this feeling that there is
a need for, to put it grandly, my wisdom and experience to be drawn on in a
way that is going to be positive and constructive without it being a constraint,
something that is inhibiting him. [ibid.]

• change of role and a more business-like approach to operations:
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So I think retirement to me will possibly be coming something like non-
executive chairman or something like that. And if we go to a double-sized
business, we're certainly going to have to have regular board meetings and
instead of having quarterly accounts we might get monthly accounts and
weekly meetings.. .we're beginning to become structured. [ibid.1

On the family side, work was still needed on:

• dealing with being a couple again:

the founder's wife did not expect there to be much difference in terms of adjusting

to her husband being at home a lot more, since he had been coming home for

lunch for many years. However, her comments suggest she has thought about a

relationship in which the business is not there as the axis (along with the church)

around which their contact and conversations revolve:

[G1F] always comes home for lunch... we've been able discuss a lot things to
do with the business over lunch... I know that one or 2 of my friends who are
now at this stage of their lives when husbands have retired, find it very difficult
to have them around all the time, because you get used to being in the house
on your own. Well I don't think we are going to have to much of a problem
with that.[ibid.p4].

When the founder pointed out that his sense of worth and stature was largely defined

by the business

• . . my own self-identity is tied up with the business... I only feel I'm of any worth
while I'm working, I have a hope that once I feel the thing is set so that it will
run, I'll have no problems. I'll quite happily dig holes or go and play golf or
walk the dog or do whatever other things.[ibid.p5]

his wife then realised the implications of the questions about their relationship:

I think in a way it's easy to say that, but when it comes to the bit, it may not be
so easy because apart from anything else he started the business.. .when it
comes to the bit I think it will be very difficult to step back completely from
it.. .[ibid.p5]

• letting the successor make his mark: the founder said he regarded the issue of

new premises as critical not just to alleviate bottlenecks in the premises, but

primarily because they would bring the successor a chance to make his mark on

the business, and to be a stake in the ground demonstrating that the old had gone

and the new is in place:

If [G2S1] unloads the equipment, then my fingerprints aren't all over the new
place. And then it's [G2SI] that's decided that's where he'll put it then it's not
my fingerprints, is it? So it will be, I believe, much easier to phase out going
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to the factory or entering the building.[ibid.

This task also relates to the sense gathered earlier of the founder being disappointed

with his son's modest ambitions and aspirations, and so he tries to instil in his son a

vision, his vision, of something bigger and better, as if the son only had to buy into the

founder's Dream and everything would be different: there would be a board of

directors, meetings, bigger, brighter premises, and they would have the successor's

mark on them. It is as if, in adult development terms, the father is challenging his son

to Become His Own Man by taking up a lead in the business. However, this may not

appeal to the son, because the family history he knows is peppered with examples of

his father being disappointed by the amount of effort he puts in to achieve, and the

standard which the son is happy to settle for.

5.4.3 Conclusion

One of the consistent features of this case has been the way in which the mother has

handled multiple roles: she is the founder's wife and business partner, the successor's

mother, mother to a daughter who is an inactive owner at present, she is also an in-

law and a company director and employee. Her husband implicitly senses the value of

her input. Her handling of these multiple roles reveals an emotional function which is

essential in this family, and for which the successor's wife is being primed to take-

over. The emotional function is one of anxiety buffer (emotional container) and

conduit. She is able to assume either role depending on how much anxiety is around

when relating to her husband and her son. Her role keeps the tension between father

and son in manageable proportions, and prevents escalation which could damage

relationships (Figure 5.4.2b below).

Although the functional effect of emotional buffering is to keep the system in balance,

it also holds back the change required in the system, by preventing confrontation of

the father's doubts and the son's real wishes, means the men never learn to sort out

their own problems. Her tendency to defend her son when he fails to meet the high
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expectations of his father introduces some slack into a rigid family system, but

sustains the pattern of intense child focus over the years. The successor was aware of

this family role and used it to his advantage when relating to his father in the business:

She [his mother] has actually also worked out as a very good channel
sometimes, getting things through between my father and myself through her.
And it has sometimes sunk in a little bit if I say something to my mother or my
father said something to her and she then said it to me or my father, It
sometimes helps it sink in a bit more. I don't see any problems really. She will
be in there in the background helping whoever takes over what she does,
whether that be Fiona or somebody else. [A3/V5/G2SI/2/p101

Figure 5.4.2 Triangling patterns in Case A3
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The successor's isolation was also evident in the way he was kept on the periphery of

his parents' relationship with the consultant (Figure 5.4.2c) over the years since the

business was established. The consultant's recent report (which exposes directly the
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structural and procedural changes needed in the business to make it more effective

and also to give the successor the essential accountability he requires) had not been

seen by the successor.

At the end of the research period, forces were gathering momentum in the business

domain that were pushing the family system for change: the consultant's report, the

after effects of the accident, the physical price being paid by the founder for having to

remain the driving force in the firm at a time in his life when he knows his strength is

declining.

In this case, the conditions under which the successor entered the business were not

fully acknowledged, and the period of Working Together was not satisfactory for either

party because it was hampered by the accident and, prior to that, the father's

misgivings about his son's ability, drive and ambition. When the founder said he felt

that his generation had bred insecurity out of their children, the father may have been

finding a way of voicing his disappointment that his achievements had not been

adequately praised or recognised, and that he has not been hailed as the hero he feels

himself to be. The Working Together period therefore did not lay the foundation for the

work ahead of Passing The Baton.

The business appears to be the father's mission, in the personal and the religious

sense. It was built out of an economic need to provide for his family, but became a

metaphor for his ever-growing rugged individualist Dream, with his religious zeal

showing through in the recruitment of staff and approach to customer service and

marketing. Characteristic of Sonnenfeld's (1988) monarch-hero, his stature and

identity are interwoven in the business he created, and his mission, as he has

described it, is not yet completed, so requiring him to remain firmly in place. The

issue of whether the son is or is not capable, or will ever be capable, may be a

smokescreen erected by the father to justify to the researcher that he should not retire

during the research period or indeed at all. The aftermath of the accident may be used

as a managerial brake pedal by the father to slow down the transfer of titles and
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leadership, rather than open disclosure by the father of the views presented to the

researcher. Emotional triangles, like formaldehyde, in this family serve to keep

everyone fixed in their developmental and emotional positions (Figure X).

If the father is being more truthful with the researcher than he is with his son (meaning

the father really does believe his son to be an incapable and / or unsuitable successor)

then he has the task of reconciling his wife's expectations (with which he colludes)

about the business continuing in their family under the son's leadership and their

offspring's' equal ownership, with his own expectations that his heroic mission may

fail.

5.4.3.1 The Notable Features of This Case

a) the influence of power and control on people's lives: the founder's power came

from number of sources: his hierarchy and gender in the family, his status in the

business and in the church, his ownership and his history of success from

adversity. His power also came from having access to information from all parts of

the system, but feeding in only partial bits of information into those within the

system, so that no one knew enough about what was going on elsewhere to be

able to act with confidence about it.

b) The role of women in the family, and the mother's role in particular: women were

encouraged to take up roles that would lend emotional support to their spouses.

The founder's wife and successor's wife both carried out their roles as anxiety

buffers and conduits based on partial information from the founder and the

successor. These roles bind and stabilise the family and the business, which on

the one hand keeps the system functioning, but on the other hand prevents issues

being addressed in a timely manner.

C) The role of the business in a lifestyle family firm: the adult development agendas

were seen to be very powerful drivers for action on succession activity in this

case; however, once the objective was achieved (e.g. the founders need to get

his successor in situ, and the successor's need for a succession timescale), the

needs of the business were subordinated until the next crisis came along. Only the
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consultant seemed to be watching out for the needs of the business, and voiced

these very directly in his report.

d) The danger of leaving the things that need to be said unsaid: at some stage,

politeness, evasion of conflict, "respect" and compliance can no longer contain the

feelings beneath the surface about anger, fear, loss and envy. This family have

become expert at avoiding and defending against their feelings, and learnt to

function in ways to prevent feelings being voiced other than in covert ways.

These were feelings were deeply defended but nevertheless ever present. The

founder was angry and envious of his son's advantages and the relatively easier

life he was leading; his wife was fearful of the ownership decision splitting the

family, and fearful of her husband and son not being able to control their anger if it

were let loose and she were unable to contain it to preserve the balance in the

family; the successor was angry at his father and felt loss for the years of

independence he forfeited in his 20s when he was having a good time, to take up

the offer of joining the family firm.

e) The importance and the sheer challenge of parenting of children growing up in

business families. This case illustrates how hard it is for parents to raise a

business at the same time as raising a family. It shows and how difficult it can be

for parents (especially when they are under the mid-life pressures to balance it all

and get it all right) to resist using the resources that the business can generate to

solve a need in the family that only personal attention can fulfil. Although it is

clear that the male child focus in this family had taken effect when the successor

was a young child and before the business came about, the parents were

nevertheless unable to prevent themselves using the business as the medium

through which parenting was enacted. This was in two senses: by trying to make

up for some aspects of absentee parenting (summer jobs, lifestyle, private

education), and by the business being the place where patterns of parenting

behaviour that had taken hold e'sewhere were perpetuated (the father's focus on

the son's performance, and defence of him by the mother).
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CHAPTER SIX

FIRMS IN TRANSITION FROM CONTROLLING OWNERSHIP

TO

SIBLING PARTNERSHIP

CASES BI AND B2

6.1 Introduction

This chapter contains the written case studies of the two firms undertaking the transition from

controlling ownership in the senior generation to ownership and leadership by their offspring

under the structure of a sibling partnership.

Both cases involved the transfer of leadership from a father to a son. In Case BI, the

daughters worked in the business but were not socialised to expect a serious role in the

leadership of the business. In Case B2, all four of the sons were considered for leadership at

some time, and finally the third son let it be known he was interested in becoming the

successor.

The transfer of ownership was not given much consideration by the father in case BI. It

appears that he assumed majority ownership would go to the son who was designated as the

successor, with a small number of shares going to his sisters as a gesture". However, when

the sisters' careers in the firm became more firmly established, it was clear that this

assumption (a repetition of the previous succession arrangements) had to be re-addressed. In

case B2, the senior generation had begun to equalise the ownership amongst the four sons,

even though their tenure and mode of entry may have led to expectations of a differential in

the arrangements. During the research period, a Trust was established in which the founder

retained control and the shares were equally assigned to the sons, with a small proportion

assigned to the trusted "pseudosons". Consequently, throughout the study, the founder had

transferred the title of managing director, and the wealth locked into the firm without having

changed his controlling hold over the executive control of the firm.
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CASE BI

CONTROLLING OWNER TO SIBLING PARTNERSHIP

THE FALSE PROMISE OF SUCCESSION:
WHEN PERSONAL READINESS TO RETIRE IS OUT OF SYNCH WITH THE PLAN
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6.2 Case BI: Controlling Owner to Sibling Partnership

6.2.1 General Description

Key Players (see family geno gram: Figure 6.2. Ia and Organisation Chart Figure 6.2. ib)

Founding Generation:
G1F	 Founder, d.1972

Second Generation
G2S1 Eldest sibling, female, inactive minority shareholder (6.5%)
G2S2 Middle sibling, male, successor to GI Managing Director, majority

shareholder
G2S2Sp Managing Director's spouse.
G2S3 Youngest sibling, female, inactive minority shareholder (6.5%)

Third Generation
G3SI Eldest sibling, female, administration / accounts manager,
G3S2 Middle sibling, male. Successor, minority shareholder (1%).
G3S3 Youngest sibling, office clerk.

Non-Family
NFl, NF2 etc Non Family Senior Managers
Al	 Financial Adviser I Auditor

1994/5 Family Business Survey Responses: (ref. # 307)

•	 100% family owned.

•	 Significant proportion of family in senior management

•	 2 generation in control

•	 No non family or advisers on the board

•	 Non family in senior management

•	 Have a documented succession plan

•	 Last 3 years average annual sales growth 5-10%

•	 Sales £2m+ per annum

•	 Would put "Business first" in event of conflict

•	 60 employees
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This business operates in Central Scotland in the engineering and construction industries. It is

currently run as a controlling owner by the second generation controlling owner. In 1971,

when the founder of the business was 63, he was diagnosed with cancer and began to lessen

his involvement in the business. He had three adult children, but only the middle child, his only

son [G2S2] was involved in the business. His son was his successor, and had joined the

business following a career in which he started out as an accounts clerk, then joined the

construction industry before joining his father in the family business, which was also in the

construction industry. He had ideas about what he wanted to do with the business, and these

began to take effect after his father died. Their first transition was a CO-CO recycle; although

the ownership was shared with his two sisters, he received 85% of the shares and so the

controlling owner model was continued. The involvement of males only from this generation

left the successor with something to think about regarding how he in turn would have

arranged things, or would do so when his time came: he referred to shareholders as male and

female and said one of his sisters was a feminist, and that she may have reacted to this when

the inheritance was being discussed. [B1N1IG2S2/11p5]

When he took over, G2S2 had the respect of the other employees and had been working outside

the office uOIl the tools" for some time. However, when he put his plan in place to grow the

business, he needed to surround himself with people of his own age and with complementary

business experience. The first senior non-family manager was recruited the year he took over, and

the building of the management team took off from there, Over the years, he anticipated business

opportunities in related areas and got good people involved ahead of time to be ready to seize the

opportunity [Bi/Al]. Although the business was at the mercy of the economy and its direct impact

on the construction industry, his foresight meant they were flexible and adaptable. His financial

adviser recalled: "they built up this team and they knew that they were putting overhead on the

bottom line by doing it, but is has allowed them to continue to go for the bigger contracts"

[B1/A1i1/p6]. He diversified into design in the early 80s, property development in the early 90s and

supply-only in the mid-90s. Looking back, he had executed his plan well and reaped the rewards:

Because they have had that sort of breadth they really are on a slightly different dimension
from most of their competitors and they have a good name for delivery in the industry.
They seem to get on most people's tender lists. The quality of the product is good and
therefore the company is relatively unique.[ibid.]
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Achieving this part of his Dream came at a price to the family. The eldest child, a daughter [G3S1]

recalled:

...everybody else's Mum and Dad goes to work, but we seemed to do quite well for
ourselves .. We seemed to be quite well-off. ..the fact that my Dad was always working until
he'd go to bed and he was always doing something to do with work.. .he was always busy.
He always worked hard and ...l think I was just very aware that the older I got that it was
there and it certainly provide a nice lifestyle for our family and it also made me realise that
obviously to get that you had to work the hours and put in the hours... That was really quite
apparent. But I always respected that... it was the only way you were going to get
anything, you know.[B1N2IG3SI1Ip3]

As well as the absence, the children also began to notice they were different to their peers because

they had material things that others of their peer group did not; the behaviour associated with the

creation and use of wealth was noticed especially by the eldest, and became part of their value

system. The eldest recalled her unhappy days as a child at school where others envied her:

Just the sort of ..by envy I mean... we had our own house. I was very, very aware of that,
and cars, most people didn't have a car or it was just one. It was that sort of thing. it was
just people's attitude to it, you really feel it. I mean, we never - we were never brought up
to be any different and that was the real cause of - it was a real problem for me.....But I
was bullied as a child when I was at primary school and I don't know whether that was -
can't really remember why - I just felt we were slightly different. At maybe - at high school
we got it. I could never understand though the fact that ... My father worked that hard for
that.. so I could never understand why... I suppose you think you're own friends will just
accept it. Accept that's the way it is.[ibidj

For the youngest, [G3S3], who came along when the rewards of the business had established a

comfortable lifestyle which was now the norm, hers was a different experience:

I don't know, my Dad - when [the elder siblings] were young - spent a lot more time at
work and had been working for a long time. He spent a lot more time with me, he didn't
work such long hours, He was always there at weekends, home at night, it was different
for me than for those two, because he wasn't there. He says he can't remember them
under five because he never saw them, he was working so hard. I was totally different, I
can't remember my Dad not being around, I remember a lot of holidays spending a lot of
time on the boat... I mean, things - Dad started to make more money as well, as far as I
was concerned, I don't know - we seemed to do quite well... B1N4/G3S3I2Jp6]

The family obviously enjoyed a good lifestyle from the business and were aware of their father's

concerns about missing out on parenting during the formative years of the elder siblings.

6.2.2 1981-1993: G3 Entering the Business

The way in which the third generation siblings entered the business suggests that their father was

acting on a need to gather his family around him, and to make up for lost parenting time in the
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earlier years. The eldest joined the firm from school at 16 years of age but carried a sense of

guilt about having this advantage over her friends and the other employees:

And when I started working here, I felt that I had to work hard because of the guilt I felt
about having got a job in the family business.. .people were leaving school and not
getting jobs and I just walked into one. But... I didn't know what I wanted to do in life. I
had never thought about working here, it was just my Dad said.... and that was the
first day of going into the family business. At first - I didn't have any qualifications for
coming here either you know. It was just the fact that you feel that you've been given
it. I always thought my life was privileged I just felt guilty about it. But I had to justify
being in the business. B1N2/G3S1/1/p2]

Her brother remained at school until he was 18. He had enjoyed working there in the summers

doing deliveries and other things, but when it came to the career decision, it was not so clear cut:

he had enjoyed art and practical subjects:

But looking ahead, I didn't know what was going to be in the future. I suppose I thought I
was always going to be involved eventually. It happens gradual, more and more. All of a
sudden you're there. [B1N2/G3S211/p3].

He joined the firm for a short time and was laid off with other people during some cutbacks. After a

short period outside, he returned and developed a sense of commitment to the firm, taking on an

apprenticeship and serving his time. These were not easy years for him as he struggled between

being the boss's son and just being a young lad. Looking back, some co-workers regarded him as

"hot-headed" and he had difficulties gaining credibility with the senior non family people in his

father's management team.

[when he first worked therel there wasn't a lot of work on, work fell away very quickly and I
was actually paid off, laid off, because I was actually the last to start, I was the first to go.
So I went to work for a company in Glasgow, just labouring. I thoroughly enjoyed it, it was
a good experience, it was great not to be the boss's son, just another guy. Because being
the boss's son, when you go down as a school boy, you always get a lot of stick, ribbing
and people never take you seriously. You can never be one of them 100%, because you're
always something different. And that was quite good I suppose enjoyed from that point of
view. I really enjoyed what I did, I enjoyed the practical side of it . And eventually I got on
with all the guys.[ibid.]

Over the years he seemed to be able to work this out and gain entrance in to the adult world with

the family business as one of the key strands in his life structure:

You get involved in different things in the company. I worked on the shop floor and the
office at the same time. I eventually came into the office full time and got more involved in
different things in the come as time went on. Yeah, I was quite interested in it [p1] ...once I
started to work for the business, I didn't want to come away. I did enjoy it. I enjoyed the
life as well. I met a lot of guys as well. Once I had started, I didn't think I wanted to go and
start something else. I want to learn as much as I can now.[ibid.p6]
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The youngest sibling had the hardest time of the three as she tried to find her own way in life way

rather than go directly to the family business:

Literally, people would say "what do you want to do? You'll be working for your Dad", and I
was always the one who said "no way - I'm not into it"......for them [her siblings] it was the
obvious step as soon as they left school, but for me - I was always determined I'm never
going to work there , I don't want to don't ask me. So although when you find out, when
they left school they came straight here, I didn't, I went to college.[B1N2/G3S3/1/pl]

The youngest had started to develop a sense of what she wanted to do, but when she put this

initial choice into action, she was very disappointed with it and the sense of direction, which had

been so clear, left her. This was when her father stepped in:

.1 didn't know if that was what I wanted to do anymore and just I don't know - basically -
so I left after 3 years and I tried to get a job, I thought maybe I even might work in a shop
and do design as a side line. There's not many businesses in this country doing what I
wanted to do ...it's all like 'officy' and things like that it just didn't interest me. So... there
was four out of sixty that got jobs, it was ridiculous , so my Dad said why don't you start
here, at least until maybe you get something else, at least you are earning some money.
So I mean I've got no secretarial skills or anything so basically I tried to help ...[ibid.]

Clearly the father wanted his children into the business. However, he may not have anticipated that

keeping them there would not be straightforward.

6.2.3 1983-1996: G2 & G3 Working Together

Between 1983 and 1996, the three siblings encountered difficulties trying to get their careers

established. They all struggled with achieving the developmental task of becoming a credible, self-

reliant adult because having their career and status inextricably linked to their employment and

future ownership of the family business complicated the situation. To achieve the task, they had to

get on and earn a position for themselves, but the problem was that their father had used his power

to create their entry-level positions in the firm, and there were dutiful non-family staff ahead of them

up the line and very few job openings. As the pressure increased for each of the siblings in young

adulthood to become mature, independent and credible young adults, the father began to work on

keeping them in the business.

During the Working Together years, the eldest [G3S1] was never able to shake off the guilt she felt

for getting a job so easily when she left school, and for having had advantages over her peers.

Over the years she became bored with the office position she had, and could not see a future in it.

Dissatisfied with her career choice, she started thinking about leaving the family business and
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working elsewhere. Her father became aware of this and positioned her for a convenient vacancy

in the bookkeeping and administrative side of the business.

• ..l had to justify being in the business. For the first few years...People don't want to feel as
though they getting it too easy... so for the first few years, I didn't learn much. and then
eventually there was a girl came to work with us, she knew exactly what she was talking
about, she was on the ball, and she left about 8 years ago, and I was really getting pissed
off working here, I didn't know what I was going to do, because there was somebody
above me, it wasn't as though I was running the office. Not that I could have......and she
left. I was thinking of leaving myself and my Dad said give it [the new job in the firm] three
months and see how you get on and I just loved it [she stayed]. I loved it out there.... then
we had our first audit and everything went OK. From then on I just really enjoyed it. .
really really like it you know... I just picked it up [the bookkeeping] as I went along.
[Bi N2IG3S1 /1 1p3]

Her younger sister [G3S3] was not happy to be in the family business. Hers was a "gopher" role

and by 1996 she became very conscious of her career and life drifting, at a time when she was

seeking a clearer sense of purpose:

I mean I've got no secretarial skills or anything so basically I tried to help. So I started here
and then I just got basically lazy, I was five minutes from the house, I had an OK wage
and quite an OK job and I just basically gave up writing to companies and forgot about it
and got on and then its 2 years later and they [the family] kept saying "are you not
interested in that any more? Don't you want to try to get into Interior Design?", and I was
like - "to tell you the truth - no". At that stage in my life , I though I don't know what I want
to do but I know I don't want to do that, but I don't know what it is that I do want to do. So,
he says "as long as you are happy working here then that's fine with me" he said, "but
obviously, I am interested in what you want". So basically, I've just been here ever since
and I've never left. And I don't love it, but I don't like ...but sometime obviously, like
everybody else, you have good and bad days[,B1N2/G3S3I1Ip2]

Aware that the youngest daughter was trying to get a clearer sense of direclion in her life, the

father tried to use the business again to accommodate her career needs. In the early I 990s, he

had become interested in acquiring properties for development as a retirement interest and, trying

make a link between her developmental need for a career, her interest in interior design and his

interest in refurbishing buildings and having her in the firm, he created an opportunity for her to get

involved in property development. In 1996 she put a brave face on this, as did her father, but both

knew it was not working out:

G3S3: he was talking about the other company - . . . he's building these flats in XXX, and he
gave me like basically the right to do whatever I wanted to with the entrance hall and
everything , I was choosing paints, I know it doesn't sound very much but, I enjoyed doing
that side of it. So he said why don't you get more interested in that, I really would, and if
this comes off, with this new property, I would really like to get involved in that, that
interests me. But, obviously I don't want to work in the office, I cant really go anywhere, I
still would have to maybe go to college and learn about accountancy and stuff like that, but
- it does not appeal. Not really no, I mean I would like to get involved in that, and he has
said ,and I have started reading .......and in renting properties that he rents out and I'm
reading through the files at the moment. so it does interest me. [.B1N2/G3S3I1Ip2]
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She was clearly giving a lot of thought to the reality of the way her life was shaping up, and was not

able to articulate the frustration she felt at her inability to find the right place from which to launch a

career:

As far as this is going I can't really see - I don't think there's anywhere for me to go here at
all. I mean basically we can't have 2 office managers. The only next step would be her job,
there is not enough room for two people to do that job. That's her job and maybe .... So I
don't think there is a place for me there...
[and concerning the property company]:
then again that's what he enjoys as well, so is there enough room for the two of us? I don't
know, I suppose it depends how, I mean, if this things comes off that he is talking about
buying the land, just now, this would be the biggest development that he has ever done.
So I don't know, maybe it would be good, because basically the flats he has just finished, it
would have taken two years to get it from A to B. Maybe when there's two of you working

maybe you could half or quarter the length it took. [ibid.]

Although she was making an effort not to disappoint her father, it became clear that both her father

and her elder sister also knew this was not working. It was evident that her father was struggling

with how to keep her engaged in the firm and how to find other angles he could use to generate

commitment from the youngest to remaining in the family business:

• . .1 was disappointed with her -I've discussed it with [G3S3] actually, because she is, if you
like, her superior in the general office. [G3S3] commented on it, but I said to her in
November time, .. .the property file, take your notes .. . she took the largest file but she has
never took another one, and I find that a bit disappointing... I'm looking for her to show
initiative.., she has been given an opportunity, so it's up to her.
She is obviously and intelligent girl, but it is maybe a sign of a lack of motivation
anyway... [G3SI &S2], obviously they've worked for 10 to 12 years and they see their future

I've tried to figure out what her future is and what it could be. [BIN2/G2S2/2/p171

The father had therefore taken some responsibility for working out what her life could be, and in so

doing, tried to relieve her of doing some of her own adult development work. Aware of the relatively

high quality of life his daughter had got used to, he started thinking about what a dose of reality

would be like for her if she had to find out how much she would have to earn enough to support

herself to even a basic standard of living. The tenor of disappointment in his comments implies that

he expected her to take his needs (to have his children around him) into account when planning

her life. This would be a tall order for a young person with relatively few of her own resources to

draw upon:

I think [G3S3] is still in that quandary. She doesn't know truly what she wants herself, she
doesn't see a role in the company business and she has been quite satisfied to live in my
house, to enjoy the fruits of that as a family and at the moment that's quite sufficient. Until
something is forced upon her, you know, maybe crystalising... go and live on your own,
provide for yourself, you can work within the company, but it's up to you to create your own
career...l get that impression, she's happy with what she is doing, she is happy with her
lifestyle, because she has got a very nice house to live in, she drives a very nice motor
car, she's maybe not an ideal salary, but she has got a reasonable salary and everything
jogs along quite nicely.
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But I'm surprised, because, she is very bright and I would have said ten years ago she was
the brightest of the three. I'm not criticizing the other two , but obviously, she has a distinct
lack of motivation. Maybe that's the way she is, everybody's different. [ibid.pl 8]

This is indirectly pressing her to shape up, be grateful and don't let father down, emotionally

binding her to the business and making it harder to separate from her family and become her own

person. Since the developmental tasks for a 24 year old are to experiment with different elements

of the life structure (occupation, interest and relationships) and to test these, her father is (perhaps

inadvertently, perhaps not) holding this back.

The son's struggle was of very different form and illustrates how gender issues can show up for

next generation family members. The daughters were given jobs and struggled to find their niche in

a personal way, whereas in the male dominated construction industry, the son had to fit in with the

men on the tools and so his search for a meaningful career and credibility as a young adult who

was also the boss's son was much more public. Labeled as a "hothead", his cause was not helped

by the fact that he drove a Porsche at the age of 19, and that non family managers did not enjoy

the same benefits. Although the son paid for half of the car, the company ended up paying for it

after some financial maneuvering when the successor was involved in a crash. The crash

happened when he was 19 years old; it was clearly a shock for all concerned, and after his

recovery, the financial adviser observed that his behaviour became more settled and less

rebellious [B1IA1I1Ip16I. Being young, lively and having access to wealth can be hard to balance

against the disapproving gaze of your fathers' peers, who expect that one day this youth will call

the shots to them. Over the years, the son / successor earned the respect of the junior staff by

serving his time and working in and around the factory departments. However, he continued to

have difficulty with his father's peers, and there were tensions when he tried to have a say in what

or how things should be done.

Three things happened in the early 1 990s (the Working Together years), which led the successor

to develop very high expectations that he would get control of the business soon (within 2-3 years)

and that this would be done in such a way as to engender the support of the senior managers.

Firstly, a business development idea (claimed by the father to be his idea) was pursued to grow

part of their business (supply-only) into a department and income stream in its own right, and put

the successor in charge of it. Secondly, in 1993, when the father was 51 and the successor was
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25, he engaged the firm in a "succession management programme" being held by the local

enterprise company. This got the successor and his elder sister involved in seminars and led to an

assessment being carried out of how the firm was positioned at that time for a successful

succession. Thirdly, the father started telling his son how, when the time was right, he would bring

all the staff together and make an announcement about the transfer of the title and power: that the

son was now in charge, and how he expected the non family managers to ensure their support for

the successor as they had done for their father. These three events led the successor to believe

that he really was on a fast track to power, and to have faith in his father's plan. Although some of

the plan worked well, it was not to be all plain sailing for either generation.

6.2.3.1 Business Development

When the father saw the opportunity of developing the supply-only side of the business, it made

sense to use this as an opportunity to give the successor some responsibility and autonomy. To

make it work, he required authority and so he was promoted to be the manager in charge of this,

making his position equal with the senior non family manager. He also needed to develop a

collaborative relationship with his peers and the senior managers in order to get them to support

the requirements of this newly formed department. He had to modify the way they had always done

this part of the business, and to give it a higher status and priority internally if it was to work. The

non family managers were still mindful that this was the boss's son who was asking for support.

The successor recalled:

That's what first brought me into the office to run this department 'cause we always ran the
supply only bit, what you find is supply only is just little bits and pieces of jobs, nothing
big. It was always when we were doing big jobs it was a bit of a nuisance nobody was
really interested .That's what first brought me into the office. It was then I found there was
more profit in it. So I was brought in to sort that out. I suppose to make more of it.. .1 think
this was my kind of chance to go with the office and rather than taking somebody else's
job. [Bi N2/G3S2/1 1p5]

By identifying that the firm could make more money more quickly if it gave priority to this work, he

was building his case for support up and down the line:

.there was a market but we could have done with somebody concentrating on it, and
that was my chance to get management experience and a general feel for the overall
business, because what I do is, I price it, once it's priced, I follow it up and if we want the
job then I can get it on my work sheet get it into the workshop, get it made and then get it
delivered and then get it invoiced. So really I'm doing everything other than chasing the
money, because that's done from a central point, so it's given me a taste for every bit of
the business. So I'm getting a mix of everything, but all for a purpose as well. [ibid.]
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This led him to see the need for a more formal approach to marketing, and to take on a marketing

graduate. Unlike his younger sister, who was struggling to find a career path, he had now found a

niche on which he could focus and he began to feel very positive indeed about his capability. The

father's financial adviser said he had achieved considerable success with this:

As I said he started with the supply-only division. Took it from nothing. I am talking about
that doing somewhere in the region of £700,000 or £800,000 next year and now people
know what that division is doing and if you take something from scratch and build it up like
that in 4 or 5 years then you are going to get the respect of your peers.[B1/A1/p7]

and by 1996 the son was beginning to feel he was making progress as the successor-in-waiting:

Yes, I really enjoyed it. Obviously through time, I mean, I've always been positive about
[the family businessi, but now it's even more positive. [B1NB2JG2S2J1Ip5]

6.2.3.2 Succession Management Programme

In 1993 the father enrolled the firm on a uSuccession Management Programme" which was offered

by a management consulting firm and for which the Local Enterprise Company provided a subsidy

as a financial incentive for relevant firms to participate. The issues identified by the programme are

summarised in Appendix 4.

Enrolling the firm on this programme illustrated that the father had two issues to deal with: one was

to encourage his son's commitment to the business by demonstrating to him that he was being

lined up for the power and status that would come from taking over his father's business role; the

second issue was to get access to outsiders' views of the calibre of his successor. Once the father

had more information about these, he could monitor the pace and content of his own self-managed

succession plan. The programme showed that the successor was nowhere near ready, that the

successor and his eldest daughter had some critical training needs and that the senior

management of the firm had to start engaging themselves, and the next generation, purposively in

strategic planning. Although the father was able to show he was actively preparing his financial

strategy for retirement, it was clear that he had not worked out how to let go emotionally and

physically. It also showed that the consultants did not recognise the issue of how power would be

shared amongst the siblings if it were to be a sibling partnership, and that they had gone along

with, rather than challenged, father's thinking about whether this was a CO-SP transition (what it

was in theory) or a CO-CO transition (what he was trying to make it, and what the consultants

thought it was). They did not reconcile the timescale for successor development recommended (3-
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5 years) with the timescale for hand over of the MD title in 2-3 years. This meant they inadvertently

fell in with the MD's plan of keeping the successor's expectations of an early transfer unrealistically

high. The whole process gave the father assurance that no one was ready, and that he should not

back off yet. Since this was his plan anyway, it is not surprising that in the programme evaluation

process, he noted a few comments:

a) that the main benefit of the programme was that "our original plans have been confirmed to be

correct";

b) that the impact of the programme on the firm's short term strategy would be "marginal" and

that there would be "no change" on their long terms strategy;

c) that the programme's value to the company's future development was "minimal" and had not

been value for money;

d) and that "further training to be actioned" was the only outcome of the programme.[B1 1D5].

The father was clearly not willing to let others (inside or outside the firm) into his ownership of the

succession plan. This was made clear from the father's null response to the very strong

recommendations made by the consultant that the further work required should focus, in this order,

on: the siblings improving on their "needs improvement areas" and management skills by

attending external courses and networking with others in their peer group, the management team

doing training in people management and personal effectiveness, and then a series of strategy

workshops with the whole management team to be carried out [B1/D6/plO].

Despite this clear remit for further work, the father criticised the programme for not providing on-

going interest and guidance. [Bi D5]. The only outcomes from this whole process were the

successor attending a few low-key seminars, and his eldest sister going to the auditor's firm for

guidance on financial management systems. Neither of the offspring had a clear training and

management development plan. It was clear from this that the father was not ready to share

ownership of the succession plan, and that he wanted to be in control of the process and who

became involved in it. If the consultants' appraisal of the offspring was reasonably accurate (they

used a combination of a management profile assessment instrument and interviews in their data

collection phase), it is clear that the siblings could, after suitable management development,

complement each other well in a sibling team, each offering strengths the other lacked. If having a

sibling team in control in the future was the father's goal, then the father's approach to a number of
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flaws were likely to reduce the chance of this happening. These include the evident gender bias

which marginalised females in the family and put the pressure on the males to keep the family

maintained in a comfortable lifestyle; the father's need to be self-sufficient and to manage and be in

control of all dimensions of the succession process himself; and finally, the untimeliness of the

succession, in adult developmental terms, meaning he is not ready to implement his stated goals

and reorganise the structure of his life.

6.2.3.3 The Plan for the Transfer of Power and the Title

Whilst the successor was building up his expertise and credibility on the supply-only project, and

following the consultants' foray into succession management, the father did not work on the

development of strategic awareness in the management team as the consultants recommended, or

on the development of his offspring as a true sibling partnership. On the contrary, he kept those in

various parts of the system unaware of these options and their potential value, and on retaining his

own position as essential as it ever was, all the time reminding the successor that his time would

come soon. Continually temporising, he maintained control and ownership of the succession plan

as well as the business. He also reinforced everyone's assumption that this would be a CO-CO

succession rather than a CO-SP succession. One of his habits was to tell the successor, on

numerous occasions, what would happen on the day he would become a director:

I said the day is going to come when I have made up my mind what I want to do. I will sort
it out in my own mind. We will get the relevant people together and have a friendly meeting
and say 'this is what I have decided to do, this is the timescale I want to try and do it in and
as from Monday morning I am making [G3S2] Managing Director and I am expecting you
and you to give him the same support that you gave me. I am not going to disappear, I am
going to be in the background to help out when experience require it, I will be putting more
onus on to you people and [the successor]' that's roughly how I will handle it.
[Bi N21G2S212/p9]

The father was heard to say this many times during the data collection process. During an ad hoc

family research meeting attended by the father and all three offspring, the adult children visibly

glazed over when he said this again, and it was obvious that they were waiting for action, not more

words.

These three events during the Working Together phase (the business development opportunity for

the successor, the succession management programme for the firm, and the verbal affirmations

and description of the forthcoming transfer of the title) led the others in the system to monitor the
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situation for evidence of progress being made in the succession. Any or all of these events could

have signaled the end of the Working Together phase and the start of the Passing The Baton stage

(PTB). That the PTB stage had started was vocalised by the father on numerous occasions, but his

offspring were not convinced. At the start of the research period, the successor asked the

researcher in passing if such resistance to handing over the title was common in all family

businesses. The father initiated the events in the WT phase to keep the successor committed and

to test his plan against an outside assessment. They raised everyone's expectations of progress,

but led to disappointment especially for the successor who had delivered the goods in terms of his

new department, but he did not feel sufficient progress had been made towards his own goal. The

father was dangling carrots in order to delay action because he was not ready himself to share the

overall control of the business, or of any of the succession plan and process with anyone else.

In the early part of this phase, the father enjoyed having his family around him in the workplace and

perhaps felt this made up for not being at home during their childhood. However, he then found

himself having to put a lot of effort into keeping them there. During this phase, he did not lose sight

of the business environment, where there were two recessions affecting the industry and three

elections between 1982-1992. There were major changes to the capital gains and inheritance tax

system, and this had to be addressed too. Insurances were taken out to offset potential

inheritance tax consequences.

During the Working Together stage, the family business in this case was the medium through

which the next generation's adult development process was at times held back (individuation,

separation, self direction and freedom of choice for the daughters) while at other times, it

underwent an artificial acceleration engineered by the senior generation (career advancement goes

along with expectations of enhanced social skills and maturity for the son). That this was an

outcome of the way in which the adult development stages of the two generations were misaligned

became clear as the Passing The Baton stage got underway. This stage was designated to the

years 1996-98 because of the father's agreement (as indicated in the 1994/5 survey) that the

succession would be complete in five years. However it is evident so far in this case that there is a

very blurred boundary between the WT and PTB stages.
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6.2.4 Succession Tasks

6.2.4.1 1995-98: To Pass or Not To Pass The Baton?

Data were collected from 1995-1998, and during this time, the firm went on the acquisition trail and

successfully made an acquisition in 1997. This was a significant event in the firm and in the family,

and brought around structural change in the system's evolutionary process before the acquisition.

For this reason, this section has been divided into the periods before and after the acquisition.

6.2.4.1.1 Procrastination Before the Acquisition: 1995-1996

By 1995, when this research began, the father in the senior generation was 53 years old and at the

adult development stage called the Culmination of Middie Aduithood. J-Iis middie aduJthood years

(38-55) were good years for him. The life structure he had built in his 30s had served him well, as

had his business strategy, and he had succeeded, perhaps with a little difficulty, in keeping his

family around him in the business so everyone could gain access to the fruits of that effort. But

there was a major problem: he had been seen to press the accelerator pedal on the succession

timetable and created expectations in all the people around him in the family and the business that

there would be an early retirement. He had told everyone that his Dream was to be a successful

businessman and retire at 50. This was modified for financial reasons to 55, and despite some

reservations his offspring believed that something would and should happen at 55, and were

beginning to think about the consequences of this on their own lives. Aged 30, 29 and 24, they

were relatively young to be seriously thinking about major career commitments and taking on such

responsibility and power: they still had not experimented much with other choices for their lives. Of

the three offspring, the son had always been destined to be the successor and, at 28, he was

himself in the Young Business Family stage (he had a wife and a baby boy) at the same time as

being on the succession path with the senior generation.

The father claimed publicly that they, as a father and son, were Passing The Baton. And, his

agreement in the family business survey of 1994 that the succession would be complete in five

years, along with the firm participating in the succession management programme in 1993, support

this. But privately, he acknowledged, and it was evident, that they were a long way off Passing the

Baton in terms of the tasks to be achieved. Financial planning for retirement had certainly been
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given priority ever since his own father died in 1972, and the pension fund was able to support a

Iiv&ihood independent of the business for him before he was 55. But all the other tasks, especially

decisions about personal life goals and activities after the business, governance of the family and

business, preparation of the successor and siblings for leadership and ownership were

systematically postponed or denied. It became evident that the public and private versions of the

succession were different. Also, that in the context of adult development, the calibration of senior

and junior readiness for change in power and structure was wrong, and the father was "out of

synch" psychologically with his plans and with the people who were implementing his plans. He

was nowhere near ready to modify his life structure and build an identity outside the business.

6.4.2.1.2 Personal Identification With the Business:

The period before the acquisition was finalised was characterised by the father almost agonising

publicly and privately, about his "dilemmas" and "quandaries". Whilst this did seriously preoccupy

him for much of his time, it was obvious that those around him were becoming somewhat tired of

hearing about his "schemes" and deliberations. He vocalised his thoughts at great length when he

could. In an ad hoc family research meeting with all the offspring, they became restless and fidgety

when, for over half an hour, he discussed all the hobbies and interests he had been thinking about

but rejected for whatever reason. Also, the financial adviser said

[G2S2] is the only person when he comes in for an accounts meeting, I write-off a day.
And the accounts probably take and hour and a half and the rest of it is simply talking
about business, frustrations, aims, aspirations, goals, what he wants to do, what I think of
certain things. He, I think finds that useful. I don't know that there are a lot of people who
he talks to openly.[B1/A1/1/pl 1]

It was as if he was going over in his mind all the tasks he was aware of that he had to address, but

when he got stuck (not knowing what to do, or knowing what to do but being unwilling to do it) he

reverted back to going over and over the logic or reasoning, never quite committing to any firm

plan. Probing for more information on what prevented him from pinning down his plan was time

consuming and led the father into considering his own needs more thoughtfully. At the first

(introductory) research meeting, it was surprising to see how keen he was to explore these

personal issues with a relative outsider, clearly he was anxious about it, but as was found later, he

had run out of people with whom he could indulge his thinking. This initial meeting was not taped,

but notes were written throughout and typed up later:
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He spoke with little interruption for over an hour. He said he'd talked at length with [the
financial adviser] about it. They had explored his options. Clearly demonstrating his depth
of thought on it, he said he'd like to : do a degree in archaeology, get involved with other
businesses, sail, sail in the med., take more holidays, get more involved in the property
company, and do fewer days and focus just on the bits where he can make a difference -
e.g. consulting on ongoing specifications for deals."
It was becoming difficult to remain empathetic whilst feeling a little exploited, but I decided
to indulge him and see if what was underneath it all may be glimpsed. Finally, after some
considerable time, it became clear that a major part of this was his identity being tied up in
the business; he was the business: "when I go for fuel the blokes at the garage that fill up
my car know I'm "the bloke who owns the big firm down the road". After, it would be "he's
just someone else". And, you have to move over and give the younger ones a go so it
would be hard to get back in". He described it all as a "quandary" (blIvlIf 1 p1).

How to create an identity, and a way of life that would be worthy of his stature was clearly a big

challenge.

6.2.4.1.3	 The Marital Relationship

Life after controlling the family business would also involve his spouse, but working out what this

should, or would be like was not an easy task for G2S2. His wife was the same age (53 in 1995)

and was therefore relatively young to be thinking seriously about their life structure for later life

other than financial preparation. Her daughters both described her as happy, supportive of her

husband, thoroughly enjoying her work as a supply teacher and very unwilling to consider giving

this up. The father said it was sometimes difficult for them to go on all the sailing holidays he

planned because she was reluctant to take time off other than the school holidays.

The siblings were all very conscious that their father's "letting go" was going to be very difficult

indeed:

he was saying there was a lot of things he would like to do. H e would love to be able to
just go on holiday and not worry about it. But I think he would always be in the property
game, he is talking about having an office at home, still having the responsibility, but
having the time to just to be able to do what he likes, taking afternoons off, go easy
whenever it suits him. But the only thing I think as well, my Mum is not interested in leaving
her job. She works as a teacher ,and I don't think - I mean she loves her job, she doesn't
want to leave, but I think she would love the fact that they could do more traveling and
things together. But she will only want to go in the school holidays. Obviously she gets a
lot of holidays, but, you still just can't say we're going next week or whatever
[B1 N2/G3S3/1 1p8]

This was one of the strands that he was trying to put in place, but was experiencing resistance, this

time from his wife in the family system, just like there was resistance in the business system from

the non-family managers.
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6.2.4.1.4 Letting Go

In addition to finding an identity outside the business, and working out how to balance his wife's

career with his retirement, there was the related issue of literally letting go of what he has created

in the business. All the offspring were vividly aware of this being a major difficulty, probably

because they had been led to expect and watch out for it, and so far, they had only seen the

process of easing out being put off. After the family meeting, the youngest commented

I don't think he can. I think he has got to let go to a certain extent. I don't know how that's
going to come about, I think that is the most trickiest part of the whole thing. How does he
control but not control and let other people get on with it, but still have a finger in the pie
type of thing. I think, I know he couldn't be one of these people who play golf ... No ,
think he would like to have his freedom to go on holiday, he loves travelling. He has
spoken about going back to .... to archeology. I thought, God, that's my dad, I didn't know
he was interested in that. [B1N2IG3S3I1Ip8].

The successor took a more pragmatic view about the timing of his departure and there being an

announcement; he recalled the times his father had said he was retiring at 50, then 55 and when

he had said it would be 2 years or 5 years. At the ad hoc family research meeting, the father said

he would ease out in a few years. The successor interpreted this not as his father physically easing

out, but about him reaping the rewards of the pension fund:

Interviewer: Is it a more serious proposition?
G3S2 I think so. Yeah I think he is interested , he's interested in the money side of it. I
totally agree with him. Why wait? You've paid into it so you are as well enjoying it. That's
what I would say... I would encourage it, because I would like to see him get his money, he
has worked for it, not me. I think he should enjoy it, and I'm really a hundred percent for
that, that he should get his money and do the thing he's wanted to do. Take as much time
as he wants, he put a lot of hours in. [B1N2/G3S2I1Ip6]

The successor's sense of urgency may be explained in the comment which revealed his

awareness of the personal price he was paying for waiting in the wings:

One of my reasons for working late and all the hours and weekends - there's a lot to learn,
and I want to learn as quick as I can, because I obviously want to get on as quick as I can,
so that when my Dad's retiring, I know as much - I started at sixteen and am now twenty
eight - so that's 12 years I've been in the business, and if I'd been bumming around, doing
another job, or sailing, wanting a good life for a year or two, going to America, down to the
Med - that's something that could have been done. I fancied architecture. When I was
younger, I used to do a lot of drawing and I quite fancied that, but ,you've to go to Uni and
that and I couldn't be bothered, and that's what you need to do. [Ibid.p6]

The eldest was also at the stage where she wanted to see some action in the form of evidence that

he would be able to let go:

In his current role? No I can see him - I know that he wants to back off a bit, but he's
definitely got to come to some arrangement of what exactly he is going to do, up to know
it's been talk, talk, talk. I think as I said in there[at the family meeting], I just really don't
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working half days every week or something and then [the successor] will feel more into it.
[Bi N2IG3S1 1p4]

The father himself knew this was not going to be easy and had started to try taking time out:

G2S2 I know damn fine I could retire as such totally, but I do know that over the next
year or two, I could start easing out. I am going to try and take a week of a month at the
moment as a gesture if you like, . . and see how I like it. . . .That's as far as I have thought
at the moment, but I am going to try and do that, or as near as possible. Consciously,
people then become aware, he is only 3 weeks out of every month and you are preparing
them.....A formal announcement or should do it surreptitiously, I am not quite sure what
is right, but I am trying to teach myself to step back.[B1N2IG2S2/21p6]

There were frustrations and anger present among the siblings, who were apparently all aware of

their own lives being held up in some ways by the father's procrastination. His verbal wanderings

into his options and the moving goalposts of the retirement / announcement date added to their

frustration. When this consequence was pointed out to the father, his reply showed how frustrated

he himself had become with the matter.

G2S2: I've not set a date.
Interviewer: Well that's just the sense I got when everybody was in the room this morning
was sort of "well, OK we have talked about this a lot, so what now"?
G2S2: Well as exactly as you and I are talking now, and as I did this morning, I've talked
to them and half the time I'm talking to clear my own mind, and let them know as best I
can, the routes I'm thinking, so they can think about it. Everybody assumes when you talk
about it in this fashion, you are going to drop down dead or you are going to disappear,
and I've no intention of disappearing. . . .To put it all down in black and white, and be as
definite as I can be, I don't know yet, I don't know the answer IG2S2I2Ip20

The financial adviser had no illusions about the father's intentions to remain in the business:

The date varies, he talked about 50, 50 was never realistic and 50 was never likely to be
attained. When I had dinner with him on Saturday night he announced the fact that he was
never going to retire, which was a total 180 degree turn from the previous position, but in
truth he doesn't - in my opinion - in his heart-of-hearts want to retire, he wants to be able to
be in the position where his second line management is such that he can stand back,
become involved in the broader decision-making aspects of the business and not
necessarily be so involved in the nitty-gritty of the day-to-day stuff. [B1/A1111p2]

During the early phase of the PTB stage (1995-1997) the father spent a lot of time reinforcing the

successor's expectations that he would have power and become the controlling owner. The two

daughters had become used to not being involved in the cosy chats which took place after they left

the building, and during which father and son would strategise together:

To tell you fruth, a lot of the time they don't te'l me things, its a lot between [G3S2] and my
Dad, which obviously I don't know .... they keep a lot of it to themselves , but obviously you
pick up a lot of things, so I don't know .... B1N2/G3S3/11p7]
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This was explored with the successor to see if this time was used for coaching or mentoring, or

perhaps building up the strategic awareness and management development stipulated in the

consultants' report. However, this was not the case:

Interviewer: Do you have monthly management reports?
G3S2: Not necessarily reports ,but we have weekly meeting, and it's mainly
about capacity and volume not about finance.
lnterviewer:ls there ever a get together when you discuss this month's profit and loss
accounts?
G3S2: No. My Dad will talk to me. He might say a little about how we're
doing...butwe don't have an annual meeting, or monthly meeting.
Interviewer: OK. And is there a Board of Directors?
G3S2	 No [ibid.p81

Although a successor would require comfort when dealing with outsiders, in this case, the

successor was kept out of the inner circle: he did not see the bank manager and was not party to

meetings with the auditor formally or in the advisory meetings between his father and the auditor. It

is clear from this that although the successor thinks he is in the PTB stage, and has had

reassurances that this is the case from his father, in fact they are still very much at the earlier stage

of Working Together.

At the end of this pre-acquisition part of the PTB stage, the father's attempts to make progress with

the part of the succession process he was aware of were not amounting to anything tangible or

conclusive other than in the area of funding retirement and the pension fund:

What we have said to him is that as of next year, we could probably give you an income
somewhere in the region of £[six figure sumj a year. Now, if you then want to pass on the
business to the children, you are going to be totally secure from it. Whether they make a
go of it or not, doesn't affect you and you can dip in or dip out as you feel is appropriate
but, the strategy is there. All the components are there for allowing you to do what you
wanted and on the basis of that (inaudible). So really what we - what I see as my part of
the job, was to make sure that the cash was available to allow continued investment into
areas where we saw the opportunity for growth and we saw the opportunity for tax efficient
planning. So we got the asset-base right, and once the asset-base was right, then he
could take these other positions, knowing that he is secure. And that is the position he is
in.[B1/A1/1/pl 1]

Ironically, the success of this part of the plan was in fact causing problems because something

needed to be done to be sure to get the best value out of all the assets in the fund.

By 1997, the father had turned 55 and stated he would retire in 5 years. Pressure was mounting in

the system from the key subsystems towards the need for change, or action of some kind whilst, at

the same time, there were reciprocal forces against change (Figure 6.2.2). It was against this
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backdrop that something had to happen to defuse the pressure I tension which was affecting all the

constituents. The acquisition of a customer met this requirement nicely.

Table 6.2.1 Forces for and Against Change in the System in 1997

For Change

Individual Subsystems:
G2S2: Has explicitly stated he'll retire

Has retirement funds in place.

He needs another mission

G2S2S p

G3SI Frustrated with her brother being kept
waiting.

Frustrated with lack of action

G3S2 Has been promised title I power for >4 yrs
Has proven he can develop the business
Has credibility with his peers
Keen, enthusiastic, energetic,
Has the support of siblings

G3S3 Disillusioned with her role/career

Family Subsystem
Parents:

Against Change

Not ready for life outwith the business
Social identity I self worth tied up in the business.
No one thinks he can let go.
He fears transferring power to his
offspring

Not ready to sacrifice own career /
life structure to accommodate husband

Fearful of responsibility & senior role
Lacks credibility with senior team in
gender / role terms
Socialised to be secondary to males
in the business.

Has not been shown key systems,
financial management, involved with advisers etc
Non Family managers concerned about
financial management under successor

Relies on business for accustomed
life-style

Delays final launching of offspring
Delays contemplating late adulthood

Offspring
Opportunity to take on new challenges &
personal development within the confines of the
family business.

Business
Has access to surplus pension fund assets Structure and ability of management
In a tricky industry, opportunity to	 team.
diversify / expand.

Ownership
Successor anticipates being the next 	 G2S2 not ready to transfer ownership
controlling owner	 & give the siblings more power.
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6.4.2.1.5 After the Acquisition: 1996-1 998

The talks about the acquisition took place throughout 1996. Everyone was very excited about

the possibility of this taking place. The financial adviser was working on using the pension

fund to secure the funding of the deal, and was also exploring the advantages and

disadvantages of there being a holding company structure. In the adviser's view, the exercise

had invigorated the entire family by giving the father a new mission and justification to remain

in situ. He expected the father not to retire within at least four years, and that if it went ahead,

the acquisition would create the scope to "take the company onto a very different plane"

[B1IA1I1Ip.6]. The summer of 1996 was full of frustrations when it appeared that the deal was on,

then off, then on again. Between November 1996 and January 1997, the deal was finalised and the

family were elated.

The father had clearly been searching for a new challenge, something that would keep the family

and business together and had found what he was looking for. The financial adviser said the father

had been worried that the stimulation he received from the business had worn off and it had

become tedious:

That's what he said on Saturday night [at dinner] . He said that he had become jaded and
he wasn't enjoying work because it was simply a repetition of what had been going on for
years.. .[the acquisition was the] fulfillment of aspirations that he has had for the business
but never thought could be achieved. And yes, he was excited about that and he will go on
for another 5 years anyway. [ibid.p.15]

The next research meeting with the father took place the day after a discussion about using the

pension fund to finance the acquisition:

- overnight it will double the size of the business at least. Once again to be able to do that
finance act where we will be borrowing from the pension fund etc. which is totally different
from what we have set up so far. The pension wasn't set up for that reason, but it's got
that flexibility obviously. So that was the reason for the meeting yesterday... The reason for
it obviously was - it's all relative to what you are talking or interested in ... and scheming for
the future and where are we and what can we afford and when should we do it and timing
and all those kind of things. Once we have sorted out what we want to do or what we think
we want to do p3
[BI N41G2S2 /2/p4

After the years of nothing happening in the business, and false promises of a succession event, the

elder siblings were thrilled with how quickly everything seemed to be changing in terms of certain

aspects of their jobs:
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G3S1: It is exciting. Hopefully, it will have a lot of extra work, I just hope we can handle it
all. I am sure we will really. I think like that. You get you have been doing the same sort of
job for so long and then suddenly you have about three times as much work to
handle.[B1 N4/G3S1 121p8]

Their titles also changed, because the father decided to appoint the successor and eldest

daughter as directors. This was something they had been anticipating for some time. Their

expectations about what steps would be taken and how it would be handled had been raised by

their father over the years: how he would get the staff together and make an announcement. By

1997 he was ready to act:

For a good number of years, it has been in the back of my mind to make G3S2 a director
and eventually G3S1 a director because obviously they both carry out very important roles
in the company. Looking to the future, I was the only working director in the company. My
wife was a director, but only to sign a document, therefore to grow with the company, it
was better to have them on board. I feel as though they are mature enough now to act as
directors in all respects and they deserve the reward anyway for the work effort they put in
and it is what I want for the future for them is for them to be directors and to run the
company and I think that they are good enough.

However, he did not make an announcement and this took the edge off a thriUing phase in the

family business for both G3S2 and G3S1:

That was one thing that I thought would have been a good way of doing it. Sometimes my
dad gets tied up in other things. He does think about these things and then they go out of
his head. I think that is the way it should have been done. In fact, he told the surveyor and
he meant to tell [NFl ]and [NF2]and they actually heard from others. It wasn't until the
Monday morning and he felt really bad about that whereas if he had just called a meeting
and said this and that there would have been no problems. I know my dad felt quite bad
about that. It could have been handled better. There was actually a notice put up in the
notice board in the workshop to let all the workforce know... My dad did say that when it
happened he was going to make [G352] and I directors of Bland [acquired firm]. One
Friday morning I was asked to sign this form and it was congratulations, you are now a
director. I cannot remember exactly when the time was when it happened
[Bl N4IG3S1 /2/pB]

The father's version did not correlate with this:

G2S2: G3S2 and G3S1 did not know until a certain date. I just did it. They were
delighted. It has always been known because I have talked about it for ten years or more.
We have not had meetings to discuss it but people have known what my intentions were
as a family business. People were nervous obviously that that these people [the siblings]
were good enough to protect their employment - whereas they trusted me. They were
worried about changes. There has not been any change from that point of view.
Interviewer: What steps did you take?
G2S2 Well I informed G3S1 and G3S2, I then informed the staff individually that I had
made them directors. [BN4/G252/4/p6].

It is clear that there is an issue around this event among the family members. The father had

discussed in the past making them directors as a "gesture" [BIN2/G2S212/pl 81 to the offspring as
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was the case when he gave 1% shares to his son on his 21st birthday. Whether the offspring do not

know, or realise that this may be the case is not known.

Evidently, in the euphoria of the event, they were too excited to bring the issue of their father not

fulfilling their expectations up and he justified the promotion as being deserved because they were

now "mature":

G3S2 is married now with a family. G3S1 isn't, unfortunately. They have both got great
experience in the areas they work in. G3S2 has been primarily concerned in sales and
marketing and manufacturing the products. He has learned a lot over the last two or three
years on various courses, working with [NF4] etc. They have made a big success at what
they do but he has matured in his relationships with like the existing works managers and
the work force and where he was maybe a bit hot headed and impetuous at times he has
learned to manage that.[ibid.]

The result of this approach is that the father has not had to face his peers and ask them to regard

his offspring (especially his son) with the same seniority as himself, and so that part of his self

worth which emanates from success of the business is intact. Also, the non family managers need

not fear his grip being lessened on the business and its control or direction. The difficulty and

danger associated with using rewards in the business as gestures for family reasons is that they

can be misconstrued by the recipients as being an affirmation by their parents of their capability; if

this is not the case, then it can be crushingly disappointing for the recipients. The eldest described

the elation she felt on becoming a director:

Being made a director was quite something for me. I don't really know how it affected
G3S2 . The money did not really come into it for me. It was quite a bit of an
honour.[B1N4IG3S1 121p8]

Yet the indirect way the father dealt with the non-family managers over this issue belies the

impression he is gMng the adult children about their stature, role and position:

My dad in the past was very protective of all his other managers that had been here for so
long and he did not want to put anybody's nose out of joint, whereas now he does not
really care. It is like, you two are there and you are my right hand people. That is his
attitude now.[ibid.]. . .but I think it is also a reward. It was going to come at some point.
think it is a reward for the fact that we have been here and we having been working in the
company for so long as well. I think it was a good time for it to happen... I think what it says
is that he has the faith in G3S2 and I and the rest of the team here to do the business. I
think he thinks that we will be able to handle it OK. [ibid.98]

If the offspring had reservations about this style of announcement, it was clear that the successor

had taken to his task with relish anyway:

G3S1: I think he has handled it very well. He has taken it all in his stride. The company
we have taken over are still over at their premises in XXXX. G3S2 is over there most of the
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time running that. He has already got production up over there by about 30% and I think
this is just [G3S2]'s idea of heaven.
Interviewer: It is the break he was looking for?
Nicola Yes, definitely. And also the discussions and meetings with the take over of the
new company, [G3S2] was involved with my dad all the way through it and I think he really
impressed my father. I know he impressed other people who we know. I think he is really
enjoying it. He can handle it. He knows what he is doing. He has my father's backing. He
is behind him 100%. I think it has been a very good thing to happen for the family.
Hopefully it will be a good thing to happen for the business. I think it has been good for the
family as well. [B1N4/G3S1I2Ip2]

Around the same time as the acquisition, an internal development took place which created a

niche for the youngest daughter, who had been very disillusioned indeed about her future and

being trapped in the family business. The job of buyer, which had been held by a non family

manager who had been on sick leave became available. A decision was made by the father

that his post had to be filled and since the employee was unable to return at that time, he was

paid off. As with the administrator who left when the eldest daughter was threatening to leave

to find better prospects, it is not clear exactly what role the father played carving out roles for

his daughters. What is clear, though, it the timing of these incidents. This career opportunity

gave the youngest the direction she was looking for and made her feel as if she had

something real to contribute to the family business at a time when it was really growing. Her

elder sister was enthusiastic about her progress and could envisage the day the youngest

would also be a director. The difference in the youngest sister from one visit to the next was very

marked:

I'd been here for a few years. I was not really enjoying myself very much... It has all
changed now. Well, [NF3], who was doing the buying had to leave due to health problems
and basically my dad said do you fancy doing it? I said yes, it was something that was at
least a proper career. I just started doing that. I had no training or anything. I did not know
anything about it or anything technical about it. I was flung right in at the deep end and I
love it. [B1N4IG3S3I2Ip2]

I feel as if I have much more responsibility. I enjoy doing something. I have to speak to
a lot of people. Some days I can go in and spend five hours on the phone all day. I have
always got to deal with reps coming in to see me or trying to sell something. Whatever, It is
more like dealing with people and playing games with them... I would like to be my own
boss. I don't really know where I see myself in ten years but I definitely still want to be here
and be involved. [ibid.p4]

Her father, who had begun to feel disappointed with her performance prior to this development

commented on the turnaround:

[G3S3] is now the buyer. She is doing tremendously well. She is good. It is so
complementary to what the other two are doing. Everybody speaks highly of her, both
brother and sister, managers and the companies we buy from. She is due an increase. I
have told them all that until I have things settled down and a bit of space in my mind, I
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have done nothing if you like. They do not worry about that. They are more concerned
about the thing working well.[ibid.p8J

If the siblings were thrilled about the pace of change around the time of the acquisition, it was also

evident that they were monitoring the situation and weighing up what it meant for them regarding

the succession, and whether their father's future role would remain the same. The tension around

this was still evident, and voiced firmly by both daughters. The youngest was of the view that her

father should not have the same presence in the future:

I would hope not. I don't mean that I want rid of him or anything but for his own sake I think
he should. I think eventually he has just got to say "right, G3S2, here you go, you do it. I
can't keep interfering". I don't think you can have two people who you are supposed to
think are running the company really.. You cannot just say get on with it when he is still
holding the reins as much. ... [BIN4IG3S3/2Jp5-6]

The eldest now envisaged a three to four year timesca(e:

G3S1: I think maybe over the next three to four years when he basically gets his
money back that he has invested in this new business, once the return is back, I think
he will take a further step back. I think he will put G3S2 into managing director. I think
he will become company chairman or something like that. I think that will be the way
forward for the company... It has been discussed in a round about way. He may go into
more details with G3S2, I don't know. .. .[BIN4/G3S112/p8]

The father was aware that the same issues of succession transition had not gone away, and that

the acquisition had allowed his declared timescales to slip back into a timeframe offering him a

window of opportunity during which he could position all the adult children onto the board:

It is early days yet but I anticipate this move will make my decisions easy to make. My
ambitions are still the same that I do wish to retire earlier rather than later. When I say
retire, I do not intend to disappear totally. I would want some interest. I am now fifty-five. I
am enjoying what I am doing again because I am creating something but it is my intention
hopefully if things go as well as planned in the two/three year period, I want G3S2 as the
managing director and obviously G3SI . I am quite interested eventually in looking at
G3S2as well and the scenario that I was always trying to achieve, relative to retirement,
semi-retirement or easing out, whatever the format takes... I have taken a lot of personal
risk to do what we have just done.[B1 N4IG2S2I4Ip1 0]

The acquisition changed some of the parameters that has been put in place beforehand, for

example it resulted in the father's pension securing the capitalisation of the business, so that he

would not have financial independence to the extent he had before the acquisition. It also has

bought him time to get his plans synchronised more effectively, and has given the next generation

the developmental space to modify their career structures. The financial adviser foretold of the

kinds of structural, systems and procedural changes needed in the future to accommodate instant

growth of the firm from a single business unit to one of two now operating across split sites in

Scotland (until the new factory was built on-site) as well as in central England too. It also took the
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firm from £2m+ turnover to £5m+. The financial adviser's view was that it was likely that a non

family qualified management accountant would be necessary, and regular board meetings too.

This would raise issues about how the new non family personnel would react to having family

directors with more seniority carrying out lesser roles, and the father's emerging "family-then

business first" strategy. When asked whether he anticipated problems arising from the need for

formality to support the much bigger firm, the father said this was not to be a problem, meetings

would take place and the family members would be duly trained. The next generation, though,

reported training taking place for them only on operational topics such as buying skills (G3S3) and

using the new computer (G3S1). The successor did not attend any financial training courses. If the

acquisition had not taken place, the father would still have played a significant role, as he felt his

job of getting the business fit enough to hand over was not done yet:

I would not want to leave, ideally, if I was given the opportunity, without having done what
we have just done, in theoretical terms, if I could have been convinced that in two years
time there would be no change in the take-over situation that the family business was as it
was which has been growing for many years, if I could have left it in a cash rich situation,
the trading situation with our customers was improving, I could have walked away and left
it, but I did not see that happening. [B1N41G2S214Ip12]

As it turned out, the acquisition provided the agenda for keeping the business, and his identity

intact:

My dad has this new lease of life because he has this new interest with the new company
and obviously we have taken on more staff, we are building a new
factory.[B1 N4/G3S1/2/plJ

6.2.5 Conclusion

The notable features of this case are:

a) lack of emphasis on ownership transfer in the succession planning

Throughout the data collection period in this case, ownership did not feature highly on the

father's agenda as a succession task, possibly highlighting how far away he was from

completion of the planning required. A few minor adjustments were made to the Controlling

Owner arrangements in 1996 when the father bought out the 6.5% owned by each of his

sisters. Rather than think about the future ownership structure in terms of the rights and

responsibilities placed on the shoulders of his offspring, ownership was at this time considered

to be one of a number of vehicles for rewarding family members. The father controlled all
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salaries and kept in mind the ages and financial requirements of his adult children when

deciding on salary and perks. Ownership was used as a way of rewarding family members, by

means of 'gestures" at significant birthdays.

By observing the share transfer movements, and listening to the financial adviser, it seems that

even though the founder is in theory financially independent, and perhaps because so much of his

identity is tied up in the business, decisions about ownership are to be left until a later stage in the

transition process, perhaps if or when the father feels more comfortable about truly scaling down

his presence and control in the firm, and letting others take over guarding the direction of the

business. Alternatively, illness or some other unanticipated event could precipitate this.

b) a lack of awareness of the complexity of a succession, specifically the difference between CO-

CO and CO-SP transitions: What might influence the father's thinking about how the ownership

would be divided, since all three offspring are likely to be directors when the time comes? It is clear

from the adviser's words that the efforts made by the father and the adviser together have been

directed towards repeating the previous ownership transfer pattern to ensure the succession

becomes a CO-CO recycle as his father had done. However, the emergence of the youngest

daughter's enthusiasm for a career in the business set off some revisionary, but as yet inconclusive

thinking by the father about the difference between the decisions needed for CO-CO succession

and the more complex considerations of a CO-SP succession. Such a transition is unprecedented

in their family business history and puts the father onto new ground, challenging the inherent

gender stereotypes in place.

So far, everyone in the system has come to expect a CO-CO transition in which power will be

transferred from father to son. The son and daughters have both been socialised to expect this,

and the non family managers are clear that the son is positioned to take over from the father. Any

adjustments to this, implied in the advisers comments above, could lead one or both of the

daughters to raise their expectations that they will have a say in the future of the business, and

would shake the successor's belief that he will be the next controlling owner. There is no

foundation laid in the succession work carried out by the family so far to accommodate such a

change in the dynamics of power amongst the siblings. If this were to come about, it may be that
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much of the work that has been done on the CO-CO transition during the 90s through Working

Together into the stage of Passing The Baton has been misdirected. The real work of transferring

power to siblings may be just beginning, and that the youngest's change in career aspirations has

signaled the commencement of the Working Together stage in a CO-SP transition.

c) the influence of the male gender bias on the lives of the key players, and on the structures in

place and being planned. The two daughters in this case had become socialised into their

subordinate roles in the business, ownership and family. The eldest, in particular, did not expect to

be party to the cosy chats between her father and her brother, even after she was made director.

The pattern of "gestures" and "tokens" from the business towards women in the family existed in

the previous generation and was not questioned by the current and next generation either. The

gender issue is illustrated in one of the two key triangles in the case (Figure 6.2.2a).

Figure 6.2.2 Triangling patterns in Case Bi

G1F	 G2S2	 G3S2

G3S1 &S3

Figure 6.2.2a
Multigenerational
insider / outsider
triangle with males
(father and son) on
the inside and
females
(sisters/daughters) on
the outside.

Adviser
Figure 6.2.2b
Generational insider /
outsider triangle with
father and his adviser /
firm's auditor) on the
inside and the

G3S2
	

successor on the
outside.

e) the power of emotional triangles to keep people "stuck'

The other key triangle in this case illustrates a generational bias as opposed to gender bias, since

it is used by the father and the adviser to keep the successor at a distance from some of the

knowledge, experience and relationships with professionals that he requires as part of his

development. (Figure 6.2.2b).
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I) the influence of wealth on personal self-esteem and managerial credibility in the next generation:

The lives of the three siblings in this case were affected by the dynamics of wealth in this case in

different ways. The eldest was stigmatised at school because her parents' relative wealth singled

her out form her friends and made her seem different, and she protected her younger brother when

the same thing happened to him. The eldest sister carried a sense of unworthiness from this into

her working life, and this limited her sense of self worth. Her younger brother felt the same stigma,

but was able to use having access to the family's wealth in a positive way in his relationships, until

he had to earn respect and credibility with his peers and the senior managers. The youngest was

brought up in a world that now valued materialism so she was not stigmatised at school; however,

the family's wealth sheltered her from the reality of prices, wages and the cost of separating from

the family home and making her own way in the world. Although all the siblings were proud that

their father's work generated their wealth, they had probIems dealing with others w'no ãO rio't see

this link, nor place the same value on it.
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6.3 Case B2: Controlling Owner to Sibling Partnership

6.3.1 General Description

Key Players (see family geno gram: Figure 6.3. Ia and Organisation Chart Figure

6.3. Ib)

Founding Generation
G1F	 Founder of New Venture. Serial Entrepreneur.
GIM Founder's spouse (referred to as 'the mother")

Second Generation
G2SI Eldest sibling. Male. b 1954. Co-founder/owner of new venture.
G2S2 Second sibling. Male. 61957
G2S3 Third sibling. Male. B 1962
G2S4 Youngest sibling. Male. B 1965

Non-Family
NFl	 Co-founder. Distant relative of founder. 1st non-family director
*NF2 Production Director.
*NF3 Software director
NF4	 Consultant
*NF5 USA Manager
* denotes "pseudo-sons".

NED Non Executive Director

1994/5 Family Business Survey Responses (ref. # 256)

•	 99% family owned.
•	 Significant proportion of family in senior management
•	 2nid generation in control
•	 5 non family or advisers on the board
•	 Non family in senior management
•	 No documented succession plan
•	 Last 3 years average annual sales growth 10-25%
•	 Sales £1-5m per annum
•	 Would put "business first" in event of conflict
•	 55 employees

This is the most complex of the five case studies presented, in terms of the nature of

the transition from controlling owner to four siblings and in terms of the type and size

of the business in which the transition was being made. In addition to this, the family

gave access to a lot of documentary data and to their family history, which enriched

the case study.
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The way in which the transition from controlling owner ('the founder") to sibling

partnership (his four sons) took its course was profoundly affected by the repetition of

the multigenerational family pattern where money, generated from businesses in the

family, was used as a vehicle to keep members connected to the family of origin, often

affecting their preferred life-courses. This was a recurring theme throughout the lives

of the founder and his spouse: their sense of duty to their own elders affected the

course of their marriage in its early stage as a Young Business Family. Then, in the

transition taking place in the I 990s, the founder and his wife based their own

succession structures and arrangements around their need as parents to ensure their

offspring the promise of wealth, in order to maintain their family connection and to

perpetuate the parents' values after their death.

The case study starts with the founder and his wife's own family histories and stages of

adult development, and relates these to the driven, serial entrepreneurship mission

carried out by the founder over the years. The New Venture began in 1980. By 1990,

when the generational transition started up, it was clear that the family had paid an

emotional and developmental price for the promises of wealth made by the founder.

However, this seemed to be forgotten about most of the time during the excitement of

the firm's growth and creativity, where the next generation used work as a defence

against thinking about the lives they forfeited when compliance to their father and to

the family pattern led them to enter the family business. It was only at times of

difficulty in the business, when relationships seemed to falter or when individuals

experienced unease during their own transitionary periods, that the price being paid for

the founder's brand of entrepreneunalism was considered. In between times, the many

warnings and reservations expressed by non family directors, advisers and friends

about the structure and activities in the firm went unheeded.

6.3.2 1930- 65: The Founders

Born in 1930 and 1935 respectively, the founder of the business, called [the new

venture] and his wife (referred to later as the mother" of the successor generation)
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were born in London, into an era of post-depression hardship and were brought up

during the Blitz of World War 2. The founder's memories of his formative years as the

younger brother of a sister are of being poor but happy, with fond recollections of

family outings in charabancs to Margate beach, when they took along a piano and a

multitude of relatives for a sing-song and lots of laughs. His wife's memories of

growing up are contrastingly sad:

My grandparents had a wholesales business and half a dozen
greengrocer shops. And they owned about 20 or 30 houses that they
used to rent... I mean basically I can't remember my father cause he
was killed in the war when I was 4. ..[her mother] couldn't cope. She
was very ill, 'cause when her house was bombed and my father was
killed, my mother was buried and she was paralysed for a while and
she wasn't able to look after me. And she was, I think 45 or 46, when I
was born and she was very ill afterwards, that's why my sisters brought
me up and she really, I think she had a very difficult
Iife.[B2N6/M1 1P3].

Her chief recollections of childhood were of loneliness. Women in her family were not

expected to get an education, and so limited their expectations to marrying and having

a family. For the mother, this became her Dream: having a large, happy family would

end her personal loneliness and unhappiness. The founder's family also had its share

of tragedy. The founder's maternal grandmother died in childbirth at the birth of her 7th

child (the founder's mother). She therefore grew up as a motherless daughter in a

household of limited material resources and was effectively parented by her siblings.

The founder and his spouse married in 1953. Although they have very different stories

about their upbringings, in fact they share some common emotional patterns in their

families of origin which illuminate their attraction to each other: both share patterns in

which there is a struggle to sustain familial togetherness, the violation of which leads

to the opposite: emotional cut-off (inability to manage emotional closeness and

distance). Interestingly, their family businesses were the place in which these tensions

became bound-up: access to family money, earned by the family business or inherited

wealth, created power which was used in an attempt to ensure emotional contact and

on-going parenting (control) with launched offspring. It could restrict the extent to

which members could make their own way in life: self-determination was sometimes
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achieved at the price of becoming cut-off from the family and their resources. The

founder's maternal grandfather was cut-off by his parents, who were "connected to

royalty", for marrying beneath the family's social expectations. This caused financial

hardship as he and his spouse raised their large family, and especially so after the

maternal grandmother's death in childbirth after the seventh child.

In addition to wartime tragedy and poor health, the founder's spouse's family of origin

had also experienced economic difficulties. They had been denied their inheritance,

which was largely money generated from their string of grocer's shops. This was

because her father was cut off from his family and excluded in the will, losing out on

the family business inheritance following his divorce and his ensuing relationship with

the woman he later married after two of their three children were born. This must have

been a difficult period as his second wife did not have good health, especially after the

birth of their youngest daughter when she was debilitated for some years. In each

family-of-origin therefore, family money became the regulator for emotional closeness

and / or distance. Putting all of this in the context of the day, a scene emerges of

relatively poor (both sides were one generation removed from relative wealth) but at

the same time resilient Cockney family life between the wars. Survival required a

reliance - emotionally and economically - on wide networks of families, neighbours

and particularly on extended families. In such circumstances, the fear of becoming

cut-off emotionally and / or financially is prevalent; it would mean a "starved"

existence characterised by a shortage of essential resources such as extended family

support. Such fear would be expected to generate a high level of chronic anxiety

amongst these families.

When the founder and his spouse married in 1953, they lived in "grotty" [ibid., p6]

housing comprising a series of flats in London, and managed to balance starting a

family with the founder's leaving the army and qualifying as a quantity surveyor in the

late 1950s. The founder had an instinct for making money out of an opportunity and

used to rent motorbikes out when he was in the army. His father, who had a small
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jobbing builder's business, provided the founder with money to top up an army

scholarship to get him through university. In the early 60s, the founder was holding

down three income-generating occupations: he worked part time as a Quantity

Surveyor for a local construction firm, he took over and grew considerably his father's

business by re-creating it as a limited liability company owned equally by the founder

and his father, and he borrowed from the local construction firm to buy the land on

which he had their first home built. At this point, two strong themes emerge from the

narrative, one of which links back to earlier family-of-origin themes, and the other

shows the early emergence of the business philosophy which would repeatedly drive

actions in their successive family businesses. They show how the culture of a family

and its business become intertwined and embedded early on. The first theme relates

to the binding of anxiety around money, and was described by the founder's wife as

follows:

"I was basically brought up as an only child and was very lonely and I was
determined to have a large family... .[B2N6/M1/p41...

she [the founder's mother, herself a motherless daughter] would grudgingly
help from time to time but she - how can I put it - mother's quite a manager
and she didn't approve of the way I brought up the children and was constantly
criticising it and I found it very difficult... [ibid, p7]

[the business] was our money and [the founderl not his father controlled the
finances... We had trouble with mother, the fact that we had a bigger house
than they had. (inaudible) the fact that we had 4 children and we needed a
bigger house.. .we said part of what we're doing is we'll build our house first
and then we'll build yours so if we get profits, you'll get yours. They'd never
thought of even owning their own house so I honestly don't think it was a
lifeline for them, no. But I think mother thought we were getting more than
they were.. .l'm a very good manager of money and our housekeeping
allowance was far less than they had and mother didn't realise, do you know
what I mean, because when [the founder] was at college we had to manage on
so little money and its never left me. Whereas when his mother, they
managed on very little money when they were first married, but once she got
more money she was very extravagant; you know you can go either way and
I'm still very mean with money [ibid p7].

The founder appears to have used the resources he and his wife generated in the early

days of their marriage as expansion capital in his father's business. He created

expectations of equality of reward by making it an equal ownership business despite

the unequal contributions made by father and son:

281



Well, when [the founder] qualified he used to help his father on a part-time
basis because he felt that pop needed, it was something he felt he needed to
do because of pop helping him through university.., he did the organisational
side and the quotes and estimates and things, you know... it was our money
and [the founder] controlled the finances.., it [the business] changed it's name,
it was a different company and they [the parents] were equal share partners
and so when we sold it we shared what was left.[ibid., p6-91.

Typical in-law triangles between the generations then led to bad feeling focused on

inequality of reward for effort (perceived as greed by one side and ungratefulness on

the other) and the absence of support with parenting (by the founder and his parents)

during those years when the founder was dealing with the three interrelated business

activities. The theme from the earlier generations' experience of emotional tensions

being bound up in family business money issues is consistent.

The further theme, describing how this family's business culture and philosophy

became embedded, is the repeated tendency of the founder's entrepreneurial instinct

for getting multiple uses for assets, intellectual or otherwise. His wife commented:

think he's always had it, because even in the army he bought motorbikes
and rented them out...lt's, he's a Londoner and I think its a London trait to
have that sort of mind... [concerning the first home they built] ... it was
something like 2.5 acres and had planning permission for one house and he
looked at it and thought "we could get 2 houses on there" ... he still worked full
time for the [surveying] company and his dad's business, managing director
was the title. We moved in and it gave us the capital to get started. And after
that we bought more land and developed it and we only built houses to order
to people's designs so we always sold them before, we only had to pay the
money for the land and so it was self-financing in a lot of ways. [ibid p6].

The founder was clearly committed to the goal of getting both his new nuclear family

as well as his family-of-origin to a higher economic status, and although he achieved

this, it was at the price of tensions between his wife and mother.

The 1950s would include a social and economic context in which business

opportunities were emerging after post WW2 rationing and widespread deprivation. In

this context, the challenge for the founder in terms of his own differentiation from his

family of origin was to regain a satisfactory level of emotional connection (not

commitment) to his family -of-origin in order to determine his own path in life. This

would be a difficult task developmentally because his new family and his family of
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origin quickly became emotionally and financially entangled in the context of the new

father - son partnership and other property opportunities. The father's Dream of

becoming a successful, self-made, independent businessman may have seemed to

him to be the route to emotional as well as financial independence.

6.3.3 1965-79: A Young Business Family

By 1965, the founder and his spouse had completed their family of 4 sons, born in

1954, 57, 62 and 65. They were living comfortably in the south of England. When he

was 35, the founder stated his intention to retire at the age of 40. By 1970, when he

turned 40, he said he was fed up and wanted to retire to run a country club. This mid -

life decision required a lot of re-organisation. After selling the business and splitting

the funds equally with his parents, he discussed with his wife his wish to change

direction and its effect on their nuclear family. The plan was then put into place: the

family home was sold to raise the required finance and a bid made for the country club

he had in mind in the south of England - but the founder was gazumped in the deal.

Since his wife and family were by this time living with his parents, this could not have

been an ideal situation given the tension between daughter-in-law and mother-in-law,

so a solution was required quickly. The problem was sorted out when he called "out of

the blue" from northern Scotland asking his wife to travel north to look at a rural hotel

business which he felt they could run and from which the family could be raised.

Looking back, the founder's wife appeared to look on the whole thing with regret: "...1

said "Oh my God its in the middle of nowhere!" Of course I didn't realise what the

weather was like up there. [ibid. p9].

The context for this move was complex: the founder's Dream was about to be realised

when he bid to buy and run the leisure club where he could teach his hobby of skuba

diving; funds had been raised by selling the family home, his parents settled financially

and his wife and family living with them temporarily with a rosy future on the horizon.

What happened was a rather different outcome. In moving the family to Scotland,
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there were some difficult issues around changes of schools, especially for S2, who at

15 was midway through the English system's examination syllabus and had a difficult

transitionary period. However, he and the other children recovered well enough and

completed their education in Scotland, the youngest two attended fee paying schools.

By contrast, the mother, however, did not fare well around all this upheaval. She

became depressed after the move, and felt socially isolated for the next twelve years

until she finally moved south again.

It was really difficult. I had lots of health problems and I think it - and I
just got more and more depressed really. I think we were lucky we stayed
together really because we found there was a friction between that we've
never had before and it was really, really hard .......[B2N6/M1/p4]...

Her depression was exacerbated by the demands of the business enforcing a different

style of parenting for the two youngest boys and meant that their family life revolved

around jobs being done in the business. Although the mother resented this, the sons

did not seem to mind and enjoyed making money; the youngest recalled being a waiter

and the disk jockey, another son remembered doing the drains and serving in the bar.

The eldest, SI, went on to do a degree in a Scottish university and then embarked on

a PhD in mathematics. The next eldest, S2, who had experienced difficulty with the

curriculum in Scottish schools in his mid-teens, readjusted his education schedule to

accommodate a lost year then went on to do a qualification in hospitality management.

The third and fourth sons, [S3 & S4] appeared to make satisfactory progress at private

schools.

The founder's marriage and family life in those years appeared to revolve around the

axis of the business. Although the business was yet another business challenge for the

founder, it was highly unsatisfactory for the mother who was approaching 40 and

experiencing major social, financial and emotional upheaval. She was not able to

adjust as well as the rest of the family appeared to. In her view, this made her

husband all the more determined to make it succeed, and in so doing intensified the

problem: "What he said was "We still need to earn a living, if we sell the hotel we
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haven't got enough money to not work and what will I do?" ... Yes. I was desperate at

times" [B2N6M1 /ppl 01.

Despite her hard work and parenting efforts, the mother felt guilty that family life was

not good enough and angry about losing the grasp on her Dream of a satisfying life

raising a large, close family. The depression affected her functioning over a number of

years, and the founder distanced himself from her by investing his energy into re-

creating business success as if to earn his way out if their marital problems. The

business therefore became the axis of the marriage, rather than the marriage being

the axis around which the business revolved. The actual task of parenting, delivered in

the context of the family business, seems to have been what kept them together.

When the new venture was formed in 1979 and the hotel was sold to raise the

necessary finance, the founder typically came up with a solution that served a number

of needs simultaneously: the new city property housed the family and the new

business. However, it seemed to exacerbate the mother's sense of isolation and her

depression. The sharing of resources such as finance and accommodation by the

family and business kept the family's boundaries enmeshed with the business, It was

by now the third repetition of pattern since going into business with the founder's

parents whereby the family sacrificed its boundaries in order to achieve the economies

required to get the business going. Investment in the business was at the opportunity

cost of investment in the marriage. Both the founder (who may have feared the of loss

of his Dream) and his wife (who was struggling with her own losses) may both have felt

between a rock and a hard place during these years.

6.3.4 1979- 88: The New Venture: Entering the Business.

6.4.3.1 Business Growth Through Creativity

In the late 1970s, the founder and his family had an established pub! hotel clientele

which included a number of professional people. The hotel business had been grown

considerably in terms of turnover over the years of their tenure. With the power of
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computers and the potential of computer applications in business becoming more

apparent, the founder identified the need for computing power and data collection in

certain aspects of the management of their own business. It was with some pride that

a number of people told the story that S4, who was 13 at the time, wrote the first piece

of software to test out their idea. This led the founder to approach his cousin's son,

who had a Doctorate in Computing Science, to write the more complex programs. One

of the pub regulars worked in a local hospital in the application of computers to

medicine and was able to help with hardware. The final serendipitous connection came

when the founder convinced a national chain to do a pilot trial after proving the

concept was workable in the family's hotel:

"a lot of middle managers from [national chain] would go on Friday night to
[local pub] for a drink after work and so did we. The people who went to drink
were then the middle managers, and are currently the main board directors of
[national chain] so that provided us with early day contact, a little bit of luck
really. [National chain] provided us with a very high percentage of sales,
then...." [82N41S1/2/p4].

This led to an order for 50 units and the new venture was established. To raise

finance, the founder set the ownership up 50:50 in 1980 with a friend and his family,

(later buying them out in 1981), and with the cousin's son who wrote the software,

raising share capital of £100, a director's loan of £22,990 and a bank loan of £20,000

repayable over 8 years.

In addition to mobilising finances within and beyond the family, the new venture also

led to some re-organisation of lives in the family system. The mother's experience

described above was not a satisfactory one for her. Table 6.3.1 below summarises the

way in which each of the sons entered the business.

Whatever the reasons given by the siblings for joining the firm at these junctures in

their emerging career paths, it became clear from the interviews that all the family and

a close circle of friends and supporters rallied round to see the new venture launched.

Its launch was deemed an outstanding success when the big order for 50 units was
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made from the national hospitality chain after the success of the trial run.

Table 6.3.1 Four Siblings Entering the New Venture: 1979-1 983

Family	 Career	 Entering The Business	 Ownership
Member	 Path	 Circumstances	 by 1983

Si	 PhD	 Gave up PhD after 2 years 	 10%
(Mathematics) to join founder at pre-start-up
(N. Scotland) in 1979 age 24

"others were studying same topic"

S2	 HND	 Turned down unsatisfactory
(Hospitality)	 promotion offer to join new venture

in 1979 age 22
"derisory salary- so joined the firm"

S3	 Various jobs	 Joined as a field service engineer
In S.E.England in 1982 age 20

S4	 BSc Electronic Left course after one year to join
Engineering	 the new venture in 1982 age 18
(S.W. England) "if I joined in two years I would be

further down the ladder.Things were taking off"

The first non-family employee to be taken on outside the founding directors was the

pub customer who had been working unpaid during 1980 doing assembly and repairs

outside his normal hospital working hours. In terms of ownership and direction, it

appears from SI that early days were not easy:

"establishing the product took about 2 years and obviously it was from cash
which had been generated by the hotel and a little bit more... my cousin
designed the initial set of electronics and there was a disagreement over the
way the business was run between my father and other members of the board
and he went off with a director and set in up in competition to us. We
employed [NF2] who had done it on a part-time basis and fixed the equipment
in his loft at night; my youngest brother [S4], who was about 13 at the time,
wrote the initial programme and .. . .The separation - [from the other founding
directors] that was what made the company. After then I think you will see that
it took us a couple of years before we really established ourselves. You can
see that from figures. It's been a roller-coaster ride from then. It's been
basically upward trend, with some fairly nasty peaks and troughs."
[B2N4JSI /2/p3]

The core team in place by 1983 was made up of the founder, (who negotiated with the

key customer aiming for saturation of their chain of outlets) the eldest son (who did the

purchasing and accounts), Si's cousin [NFl] (responsible for the software), and the
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customer from the family hotel days, [NF2], who saw to production assembly and

repairs. When S2 and S3 joined the firm, they worked in the field doing installation,

training and repairs.

A major theme to emerge at this entrepreneurial stage, when all resources were being

ploughed into the business, was that reward for loyalty would be assured in the future

if the business is successful, and that reward would be forthcoming then: the founder

described it as: you get your jam tomorrow". Those who did not agree with the

founder's aims for the business soon parted company. As if to assure compliance from

non-family managers, the term "pseudo-sons" came about: those who were selected

by the founder for this privileged status were expected to work as hard as the real

family members and intimations that this would be rewarded in the future this was

made known to other non-family staff in the business. For the founder and Si, who did

not take a salary out of the business for the first two years, their reward was to be the

value added to their ownership of the business. The software director [NFi],who also

worked at a university, joined as a director in 1950 and received Ordinary A and B

shares in 1982 when those who co-founded the business resigned. For NF2, however,

there was some ambivalence around many years later relating to the issue of reward

for effort given which was not alleviated in any way by the 'priviledge' of drawing a

salary before any of the family did:

"It was a leap of faith, I think.., we'll get some full-time employees and you'll
be in on the ground." ... the decision to join was really taken by [the founder]
in as much as he then said "right, we can now offer you a job and pay you. Up
until that point in time it was always assumed that if it ever got to the stage
then I would probably just leave the hospital and join them. But it was just an
understanding . .. "if you help us out we'll pay you a fiver an hour, but at the
moment we've no money". Now in actual fact I kept a note of all the hours -
correction - I kept a note of some of the hours I worked, and it came to a lot of
money. I never got it of course - that never happened. I got £700 cheque the
first day I worked. Put two nothings on the end and it will be nearer, but that
never happened." [B2N4INF2IIp4]... He said "right, we've now got an order
for 50 [units from national chain] we can afford to pay you", remembering that
the family themselves weren't even paying themselves at that time." [ibid.pfl.

He was appointed a director in 1985 and was provided the funds to buy one share

(1%):

"I paid £1000 for, all the rest paid £1 for theirs and I actually bought one share:
now that's being changed slightly in that I am getting given another one and a
half share over a period of time." [ibid, p5].
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This theme of equity between reward and contribution would re-emerge at key points

over the life of the company. Once the core team was installed, the founder set about

trying to get as much growth and return from the ideas and the people he had engaged

as possible. This led the firm into and out of a number of related and unrelated

diversifications.

6.3.4.2 Attempted Diversification #1

Between 1980 and 1997 a total of five attempts at diversification of various sorts took

place. The first diversification attempt led to a senior member of staff and co-founder

of the firm confronting the founder. It surfaced over The ro)e of NFi, w)o was in rMarpe

of the company's software. He owned 17% of the company, and had been instrumental

in getting the company's product off the ground in 1979. The firm's closest competitor

was established in 1978 so it is reasonable to assume that the software written and

developed at that time was leading edge. However, relations soured between him and

the founder, and he left in 1984.

There were different versions given about this episode and why he left. It was

apparently to do with the founder wanting to push for diversifying the software

developed into other office uses, and NFl being unwilling to do this. This was one of

the founding stories in the culture of the firm, whereby the founder discounted the

reasons holding up the software development as "academic". It is possible that the

theme of disdain for academia may have some of its origins here. That the founder

was not a practical person and was more interested in results than the problem solving

process was evident throughout the research. Aware that his skills are in the ideas

generation area, he is sceptical about academia and gives his eldest son a hard time

because of his academic background:

"Well, they never get anywhere do they? Academics never get anywhere. I
have reservations because I'm not very bright. I'm not. I've got some qualities
but academics and these technical people they worry me.. .they tend to be very
closed minds...And [SIs] a bit like that." [B2N6/F1/p6].
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From Start-up to Rapid Growth

By 1987, the business had been launched, and moved into a phase of rapid growth

through creativity. In 1988, there was a drop in sales and a number of other ominous

signals that things were not looking well, but these were generally regarded as a good

years in the business:

Well, in '88, the crisis was ... perceived as being a short-term problem... And
in fact 1989 was excellent year, I mean, you know, (inaudible) and when you
actually have a good year, it tends to take your mind off some of the
fundamentals... we only really started to understand that there were problems
at that time and we weren't really understanding the nature of the difficulties
and the problems and the lack of focus... 1989 was such a good year that we
maybe didn't push through some of things we should have done at that time.
And when the recession came, it hit hard and we needed to make the changes
that needed to be made.[B2N5/sl/31p1].

The business had enjoyed a period of rapid expansion between 1980-89. lessons had

been learnt that software development took a long time, was problematic and that

R&D was very expensive with lots of potential blind alleys. Employees and family

members alike learnt also that the founder would not be deviated from his mission,

and would rather part company or distance colleagues or family members than work

out his differences with them.

From the family perspective, this phase of the new venture created opportunities for

family members to develop careers and a life structure with excellent prospects. The

real investment being made by them came along with a very real risk: that their future

careers relied entirely on their father's ability to create wealth from his ideas and ability

to close deals. The call for family involvement was heeded by all to get the new

venture going and was rationalised by all as a good career opportunity. The mother,

who was thoroughly disillusioned with family business life at the start of the new

venture, became even more unhappy when the new venture took her husband away

more often, and so around the age of 48, with the nest emptied, she sought out new

opportunities for self development:

"...l mean I had no intention of actually working full-time for the company [in
19801 because when we moved into [the city] away from the hotel I said I felt
we had moved out of the frying pan and in to the fire... I felt that I wanted to
be divorced from the business. I didn't mind helping but I didn't want to be
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totally committed and I wanted something to do
I've always been interested in history and I developed my own interests which
was the first time I'd ever been able to since I was 19. I really enjoyed that
and when we moved down here I carried on that and I worked for guides in
various stately homes. I did an OU course and I enjoyed what I was doing.
And you feel, I think you come to a point in life when you feel you've got no
children around you and you want to be a person in your own right and I felt I
achieved that. And I'm quite happy not to be now because I felt I could do it. I
didn't come from the sort of family were having females educated to a high
degree was a high priority. [B2N6/M1/pll].

The move south, in 1983 was another example of the family (in this case the mother)

again being caught up in the trade -off between family and business life:

But [the founder] was away all the time we were in Scotland and he was down
here seeing customers and so I was up there on my own.. .And [the founder]
was away all the time and it came to the choice of where did I want to be alone
all week? Up in Scotland or down here and I said "Down there". So that's why
we moved.[ibidpll].

The mother started working for the business in 1988 in the south of England office:

they had decided to close down a central England office and the founder once again

found a way of making multiple uses for assets acquired buy converting a pub and

barn into office and training facilities.

The mother's improvements in functioning were helped by her own efforts at self

development that did not rely on her family. This helped her recover from the

simultaneous emptying of the nest by the two younger sons and deal with the feeling

of isolation from her spouse and the lack of a social life due to living in the business

district of the city centre. Her decision to move stimulated the founder to acquire a

suitable property and, after moving back south, and her depression lifted. No family

members talked about the mother's unhappiness during the years in the new venture

or the rural hotel business. The siblings seemed to see the their mother's role being to

fit her life around the business, wherever this was taking place. Work, in the family

business, was the distraction that kept everyone focused on other things.

A number of issues were to emerge in the next phase of the company's development

from this decision and its attempt to entwine family and business solutions. According

to a non family director, the premises in Central England are less than suitable and

create difficulties for the nature of their business:
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NF3: It is absolutely minute....But you have got to have meetings, training,
somewhere to take customers to, that sort of stuff, It's not even suitable for
that - [there's a need to] make people feel that they are part of a local
company and they have got people down there who are based there to deal
with routine enquiries; it's local point of contact... not just some minute satellite
of - you know - the Scottish mafia or something. [B2N5INF3I1Ip3]

The impact of this location (which was chosen to accommodate the mother's wish to

live nearer her family in the south), on the company structure and sibling working

relationships will be described in a later section.

The pattern of business and family activity over this decade identifies the founder as

an autocratic, paternalistic serial and parallel entrepreneur and as someone who is

relentless in the pursuit of his Dream. Clearly a lot was at stake after his marriage had

become strained during his previous venture in the 1970s: he had everything to prove,

once again, to restore the family to the quality of life they had known prior to 1970. He

therefore had a harder task than ever to provide a business which could generate the

upkeep for his own household, the four sons' households and the promise of reward for

a the few loyal "pseudo-sons". Congruent with the themes of earlier generations, his

approach has been to keep his family connected by taking care of their financial

needs. This was done at the developmental cost of compromising the siblings'

development of personal authority and autonomy. They in turn took the opportunity,

which the new venture presented at a time when they were entering and settling into

young adulthood, to repeat the multigenerational pattern again and opted for an instant

career structure with a fast track to senior status.

The founder therefore went about his task vigorously using his entrepreneurial instinct

for opportunities and his tactic of entwining family and business solutions to achieve

economies of scale. He sought out potential business opportunities and

diversifications to expedite his mission for independent wealth for himself and his

(extended) family. Between 1980 and 1988 sales grew from £839 to £1,163,181 with

net profit following sales performance; in 1988, despite some adverse indicators, they

regarded this as their best year ever.
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6.2.5.2 The serial entrepreneur: diversification #2 (hotel chain) fails:

With the new venture established and underway, the founder decided in 1983 to make

a diversification into hotel management, and acquired a small chain of hotels under

separate ownership. This was regarded in hindsight by others in the core business as a

disaster; the reasons for going into it and what happened were described with sarcasm

by Si:

Si: the other part of the [new venture] business was maintenance. One of the
concerns was how to maintain [the product] all over the country, so we came
up with one of our smartest ideas ever: "seeing we know what we are doing,
we will buy pubs and we use those as service bases". It was a disastrous idea.
And we lost about a £1,000,000 on this... It started off in '83...
Interviewer: Why did it fail if it seemed like such a good idea?
Si: Managers. Wrong person running it and there was a lack of interest in the
operational aspects of running a chain... .lt was beyond our management -
mean - looking back on it now, I would know what to do, but at the time I
didn't.... The idea is a rotten idea. Absolutely awful. [B2N3IS1I1p5I

This experience had in effect diverted funds and management attention away from the

core business. It was possibly an attempt by the founder to counter-balance the risk in

his personal investment portfolio from the high risk nature of the software business. It

would also appeal to his characteristic approach in business that assets should be able

to serve a number of purposes simultaneously: the pubs/hotels across the country

would be income generating site offices for maintenance, training and customer

relations. The venture exposed their knowledge of the hospitality industry as not of

itself sufficient to safeguard against fraud and theft in the hotels. Their inability to

"micro-manage" the logistical difficulties of control from a distance led to

uncontrollable costs. This, added to the miners' strike of the mid-80s meant sales were

depressed and the hotel business was no longer tenable. In 1989 the family's core

business wrote off the debt from the hotel group in its accounts as an extraordinary

item.

During this time, it appears that the senior management in the business were just not

willing to believe that their success was waning even though the founder and SI were

becoming concerned about actual cash going out of the business, and the way in

which accounting processes reflected the performance of the business:
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• . . Confidence generally was very high in our success. I, together with the
chairman, had an uneasy feeling that, despite the good results, problems were
round the corner. [ibid. p91.

Indeed, the market for property in this area ceased in 1990-91 and in addition, a

recession meant property values slumped.

The hotel chain was set up to capitalise on the potential for synergy between the

businesses, typically to meet the founder's requirement of getting additional value out

of assets acquired. What was intended to be a saprophytic arrangement apparently

turned into a parasitic one, where the hotel chain did not create sufficient value (for a

number of valid reasons) to warrant its surviving on the back of the new venture and it

became a cash drain. One of the phrases often which often cropped up in the next

generation and the pseudosons was about the need to udo the homework". It may

originate from this diversification attempt: insufficient planning and the lack of rigour in

the boardroom, combined with environmental factors such as a recession and a

property slump, meant the situation went on much longer than was necessary.

6.3.5.3 The Sales Crisis:

Just as the early signals of an impending cash flow crisis had been missed around

1989-90, in 1990-91, the business was also moving into a mis-perceived crisis of a

different sort. By 1990, sales were starting to increase again after a difficult previous

year. The number of employees was declining and their R&D budget (R&D spent as a

percentage of sales income) had peaked in 1987, and margins were on a downward

trend. There were lay-offs, cut-backs in R&D and other spending, and a process of

consolidation was undertaken. In 1990, the founder contacted one of his ex-customers

from the family hotel days, a consultant whom he respected as a businessman, and

commissioned him to recommend a sales strategy for the future, one that would

involve "...re-shaping the company and its functions where appropriate...to implement

and structure a Sales team to identify new and existing growth areas where the

company's existing expertise could be utilised to the best advantage"[B2/D5/pl].
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The consultant soon realised that the problem was not just one of "stagnant sales

activity and poor co-ordination"; his report shows his view that with the founder now

turned 60, the company's key issue was succession in all areas, not just sales. His

analysis of the firm's strengths and weaknesses shown below is summarised below.

Table 6.3.2 Summary of Consultants Report for Sales and Marketing Strategy

Strengths

highly skilled & competent personnel but
morale shaken after cut backs & redundancies

Weaknesses (Source: B21D5]

management appear to be totally fragmented
and in need of a proper structure

excellent facility; can produce bespoke systems	 no structure means loss of management
quickly due to expertise in the trade	 accountability and commercial awareness
users perceive product as best on the market 	 problems stem from autocratic management
great potential for product with the proper practised by the Managing Director
sales & marketing support 	 poor communications and co-ordination

between departments: loss of efficiency.
sales input poor and badly controlled with
lack of internal support - resulting from the
growth and direction of the business being
dictated by the requirements of [xi the
main customer
No proper financial controls (budgets and
forecasts)
responsibilities unclear with no job
specifications resulting in a situation where
staff were unclear who they were answerable
to buying appeared erratic / not controlled by FD

The report's recommendations are extensive and detailed: it was written to be a

blueprint for the creation of an internal structure and for internal monitoring of the

business for the next phase of its growth - if taken up by the management. It presents

a good milestone for the nature of the difficulties facing the business as at 1990/91,

and is a backdrop against which some of the future internal struggles (structural,

reporting, staffing, strategic) can be considered. The following narratives give an

insight into the effect of the report on the founder's perception of the sales crisis and

more broadly on his stronghold over the strategy and structure of the firm over the

coming years. Although he had given a clear brief to the consultant to take a

"professionalising" approach to the problem, it seems that from his pattern of response

to the sales issue then and in the next six years or so, that "sales" (i.e. controlling the

flow of income) came to be regarded as one of the levers of control which he was

unwilling to share or delegate. The previous sales manager had wanted access to
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equity and therefore posed a threat to the founder, and he was determined to make

sure no one else could reach that level of seniority again:

.the money that was involved at the time wasn't going to attract the right type
of sales person and [the founder] wasn't particularly keen to bring someone in
at senior level who could have that kind of influence on his business.
[B2N7/NF4/1 /pl].

6.5.3.4 Crisis as a Trigger for Initial Thoughts About a Family Successor

The consultant created the opportunity the founder needed to remove the dissenting

sales person. Since he did not want to be "held to ransom" [ibid.] again, he ensured

this was the case in two ways: by offering unrealistic compensation for the post, and by

beginning the process of positioning a member of the family (someone he could

control) for the job of sales director and Managing Director. [S3] was therefore

positioned for this job, and the youngest, S4, became the focus at that time for the

position of successor. Dealing with customers was the founder's key role and so

having a formal sales function would have meant a change, or at least a struggle, for

him to shift from his autonomous position as controller (and constrainer) of business

growth. The founder prided himself on his ability get the money in, to chase it up and

to prevent it from being wasted. However, six years after the consultant's report, the

founder had not taken on board the consultant's recommendation to "groom" S3 for the

role of National Sales Manager. Although he was positioned to deal with sales, 82 was

kept at a distance from the real work of selling and negotiating.

Founder: ... he leans on me an enormous amount but the easiest thing to do
is drop the price and make no profit and I don't see any value in that. Then
we're eliminating it. Blows the margins.. .A typical example is we bought a new
[product] out, the [Mark 41 which cost less to produce than the [Mark 1] but it
was an opportunity. Everybody liked the product and I said to [83] "add £100"
and he said "but it costs less to make". I said "it doesn't matter - there is an
opportunity here to get this extra £100..." but he didn't really pick it up. And we
didn't get the benefit from it because he was wrong and everybody said it is a
big contract worth £5m or whatever so we ought to reduce the price. But you
don't reduce the price if you can help it... We had a thing once with [first major
customer] years ago when I went into a meeting and I knew I was getting an
order for 20 [products], I knew I was getting the order. I went in to see the MD
arid I know that the order was dead close. The MD said these products are
£3,250 does that include the installation and I said no it doesn't so I got
another £250. [S3] wouldn't have done that he would have said "yes of course
it does" but I sold 1,000 of those to him at plus £250 and it makes an
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enormous difference. [S31, him and, the others - I don't think any of them
think on their feet as quickly as they should. [B2N1O/MF/1/p16J

The consultant's report served the purpose of creating a resolution in the founder's

mind: that in an exploding market such as theirs, controlling sales (and therefore the

flow of cash) was the key to controlling everything else. He also resolved that only he

should handle this aspect of the business until such times as he was ready to have a

key family member take it over from him. Six years later, handing over to S3 the

authority to negotiate was still causing him a lot of personal difficulty, because it

represented handing over the potential both to grow the firm too quickly, and also the

potential to lose their price premium through inexperienced selling. In 1996, the

consultant [NF4] described a picture that was reminiscent of 1990:

NF4: So recently everyone is keen - and I mean everyone in a senior
position in the company - to engage a senior sales person with a view to
taking forward.... because although there's quite a lot of work on the go at the
moment, looking forward there's nothing at all.. .At the recent board meeting
every one of them was for it and [the founder] said "We're not doing it because
I don't think it's time to do it"... there's not one of the sons got the gift or the
drive or the ability to negotiate at that level.., none of his sons have it at all.
None of the senior people he has around him have. They are just not capable
out in that market place coping at that level. You're talking about huge
contracts(inaudible) you're talking a million upwards for equipment and so on.
Now negotiations at the onset are very very important so that you've got the
right deal and the right contract and so on and you're not getting in to problems
at a later stage. [B2N7INF4/1 p5]

The next generation may well be aware by now that their father's control over income

generation could be loosened (and therefore that they can grow the company as they

wish) if a senior sales person is brought on board. Their father's comment that "We're

not doing it because I don't think it's time to do it." implies that the timing (not so much

of appointing a sales professional, but the timing for giving up the power associated

with constraining the firm's trading growth) is not right for him. This is a clear example

of a developmental push from the next generation which is congruent for both the

business and the successor generation, yet incongruent for the founder. The next

generation is ready to come into their own in the business by pushing for more

aggressive competition and access to a broader marketplace. The business was itself

ready (in a state of crisis) for this six years ago, but the sons were unwilling to face a

reality that their father may not be able to deliver his promises to them. The situation
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became resolved for the time being when a major new contract appeared and faith in

the founder was affirmed (without having to risk the battle to enforce checks and

balances on his leadership). Now the situation had come around again. The next

generation, after a further six years of personal development and business experience,

now see a different picture and interpret their data differently: that their father, in

pursuit of his own agenda is constraining the development of the business and in so

doing, is frustrating their own development (what may contribute to his reasons for

this are explored below).

Although there is further evidence that by 1997 some uletting..gon had taken place in

the sales area, the founder's comment on the timing for significant sales appointments

shows how his own adult development progress is not congruent at all with the life

cycle stages of the business and of those in the next generation as this off the record

comment from a non family person shows:

"[the founder] never made it official in any documentation or at a meeting -
but implied to people down the line that [S3] was Managing Director. First of
all he made him the Sales Director. At the time [...] made a joke about it.

I said uHes the only Sales Director I've ever known who never made a
sale."

The section below examining the period of 1995-8, (crisis of autonomy) will illustrate

some ways in which the founder becomes unable to avoid further procrastination with

progress on some adulthood development tasks associated with the late adult

transition, and will show the role the business plays in this process.

The consultant's report also appears to have brought out into the open the issue of

how the successor should be is chosen. His report implies that the business had gone

as far as it could without some professional management development to breathe new

life into the way they went about their business. The appropriateness [or lack thereof]

of each of the sons for the role of successor was discussed by the family and non

family directors at length over the years. Everyone appeared to collude in the

founder's views that none of the sons was good enough replace the founder; none

could continue his entrepreneurial flair; despite it being mentioned as an option, a non-
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family CEO was out of the question, and sooner or later the best candidate from the

family pool would emerge. Table 6.3.2 below highlights the comments made about the

successor candidates:

Table 6.3.2	 Internal Critique of Successor Candidates

Views on	 Views by	 Comments

Si	 Si	 "the basic strategy of the company - I actually run...
I am rotten at implementation.., some of my ideas need to
be influenced by a bit of practicality. [The founder] likes to
make sure that what I am doing is sound"[B2N4/Si/21p3].

Si	 Founder	 "(S1J's becoming a stronger ct'iaracter ar7d he's
becoming insufferable in a way. Because he's done s

MBA and got a lot of knowledge of the way things will be
done." [B2/V/6/Fi/i p4].

S2	 S2	 "I'm not overly fussed at taking over the main role and
definitely know that [SI] isn't. I don't think [54] would want
to either, so that leaves [S3]. I think [S3]'s a better
candidate than me."[B2N6/S2/11p15-16J

S2	 Founder	 "[S2] is not capable of taking the responsibility"
[B2N16/F1/i p4]

S3	 NF4	 "I recommend that [S3] should be groomed to take a
more responsible part in the sales and marketing function in
the future" [B21D2.p17].

S4	 NF4	 "I recommend that [S41 should be given the benefit of
an outside professional course on senior management with
a view to grooming him for the possible position of MD in
the future" [B2/D2.pi6l.

S4	 Founder	 [S4] didn't want the responsibility" [B2N/6/F1/ip4]

The report shows that the business has gone as far as it could at that time with its

informal approaches to structure and strategy: a phase typically characterised in life

cycle terms as a Crisis of Leadership. The business needed its internal processes and

chains of command formalised in order to stay viable, and to focus on a balance of

income streams for the core business to survive long enough to grow in the future.
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This influenced the founder's thinking about his approach to successor selection and

the development of a successor. The founder turned 60 during this crisis and his sons

were between 25 - 36. Their risk associated with their dependence on the future

performance of the business and therefore on the founder's success is evident in the

his comments about pensions:

They know I'm very anti giving money to pension funds. Everyone says its tax
efficient but... It may be tax efficient but if you don't pay it it's more efficient.
You know what I mean?...as I said, the property is my pension.
[B2N9/F&S1 /p2-3].

So for the individuals within either generation, the failed diversification and the sales

crisis must have been cause for serious reflection on one's own position and decisions

for the future. The absence of any comments about anyone leaving at that time

suggests the effect of the crisis on everyone other than the founder was to focus on

pushing to get some formalisation in the business. The alternative would mean either

individuals or groups having to present the founder essentially with a vote of no

confidence, and evidently no one was at the stage of doing this. NF2, however, took

out his own pension plan.

Between 1990 and 1991, family members were brought closer to ownership by the

founder. S3 was appointed as a director and was also made a shareholder by being

given 5 shares. S4 who had been appointed director in 1989, was also given 5 shares

at the same time. The founder appears to be positioning the sons in a number of ways:

in terms of ownership it is the start of the founder's quest to make reward and

ownership equal for family members, and there is also some positioning in terms of

potential for the leadership title. It was around that time that S4 had made it clear that

he did not want the responsibility of being the successor, so there is some correlation

between this and the positioning of S3 for this role. There is no evidence at that time

of any personal or managerial skills development taking place to shift the successor

from "manager" to "leader", nor for the successee in terms of a shift from "monarch" to

"delegator" or "overseer" in Handler's terms. This case clearly shows that adult

development phases do not fit neatly into such categories. Between 1990 and 1997
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the founder went about these processes and made the decisions relating to successor

choice and successor development in his own way:

"[Si]'s becoming a stronger character and he's becoming insufferable in a
way. Because he's done his MBA and got a lot of knowledge of the way
things will be done and he and [S3] - he's the potential Managing Director,
and [Si] and [S3] are going to have to work together for the benefit of the
company and yes they will. No doubts about that. [S4] didn't want the
responsibility and [S2] is not capable of taking the responsibility.
[B2N/61F111 p4].

Non family directors and advisers commented on what they had observed over the

years:

NF4: Well, it concerns me, I have to say. [The founder]'s method of trying to
sort out the future of the company is awful. He's pitching one son against the
other to see who comes out the strongest. He's causing internal politics that
are unbelievable. [ibid p6]

NF3:... the brothers aren't really competitive [about the successor role].. .And
every now and then somebody will seem to move to a front runner and they'll
seem to be flavour of the month. It's like a bike race: if you start behind
somebody it feels very easy, until you pull out and hit the wind head-on. So as
soon as anybody seems to be putting their nose out front, or doing anything,
then they seem to come unstuck. Some months ago, [S3] seemed to be
saying the right things, and then I've seen him sort of hit the wind and be
blown off course just like everybody else... he [the founder] will die in harness,
he just can't bear to let go. If you have looked after something from the cradle
you'll take it to the grave and that's probably the way it's looking. He keeps
saying - last week there was a big meeting and he sald he was going to let go
in 5 years time, 8 years or something like that. He didn't actually say a date...l
don't know family policy, but certainly it is worrying that at the moment I can't
see naturally who would take over. Maybe it'll be someone from
outside."[B2N5/NF3/i p9].

It was interesting to note in this 1996 comment, from an employee who joined in 1984

and was appointed as a director! owner in 1991, that he had no illusions about it being

the board's role to appoint the successor; he was quite clear that this was down to

"family policy". S3 subsequently put himself forward for the role of successor around

1995-6 and was sent on a week-long senior management course. S4, the founder's

preferred choice, remained in Quality Control and developed this area of the business,

along with other Project Management work.

With all of this going on throughout the study it was difficult to establish what the

criteria were for successor selection that the founderwas working to. He finally

regarded S3 as satisfying his internal criteria well enough in order to go public on his

choice. His approach appears to be a proces .s of elimination - for which only blood
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family are eligible for consideration. As at 1998, the situation was that SI was ruled

out for being too academic, S2 was deemed incapable of the role (and did not want it

anyway), S4 made it known, after a period of time in the ufavouredn position, that he

did not want the responsibility, which leaves S3 as the only one with any suitability

criteria who was willing to take on the role. What kind of psychological pressure might

S3 have felt in this context? Coming from a family which there was a

multigenerational history of keeping the family connected using the wealth generated

from family businesses, what sense of obligation to continue this was felt by a young

man who steps up to the mark but appears to emerge from his father's analysis as if

he were deemed to be the best of a bad bunch? The wish not to disappoint their father

seems to have been projected on to S3 and he emerged as the only willing to not say

no. The following from 1996 illustrates his position:

Founder: "[S2] is naive in many ways. [S3] is very street-wise and [SI] is very
academic but he's not as street-wise as [S3]. Between them they'll sort it out.
I know they will. And [S4] is happy-go-lucky - I mean he'll put his two
penn'orth in but the four of them work well together. And I think the boss
basically in the end will be [S3]
Interviewer Has tie been appointed as such?
Founder: He's been appointed really. Everybody knows he's going to take
over. It's really a matter of getting it sorted out. He's going through his proof
period at the moment. Earning his stripes yes. He's got to earn the
confidence of the others.
Interviewer Do you think he can do that?
Founder: He's getting there. By the time I give up he'll be there.[B2N6IFIIIp4]

There appears to have been a period of roughly two years during which time S3 was

known on the grapevine to be the successor, but it had never been made official. The

founder's approach was to present the opportunity to 53 and tell him to earn his

stripes, but also to raise the stakes for him by telling everyone else that S3 is the

successor, or "MD-elect" but not transferring the title or any power, thus denying him

the chance to learn how to do the job effectively. Pressure from a major customer who

no longer wanted to deal with the founder caused the process to become overt. S3

needed to assert himself and test his authority but his initial attempt to earn "the

stripes" using the same style as the founder backfired (this is described in Section 6:

The Politics of Organisational Structure). Here, he attempted to makes changes to a

department by discussing it with his father and then informing his brothers by memo;
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this backfired and led to a period of tension particularly with SI (on whose domain this

encroached) with the founder acting as a conduit between the two brothers. It drew

other family and non-family members into the problem and had knock-on effects at the

other sites.

In 1997, the founder was prompted by an impending change of government to

accelerate his estate planning and hand over the wealth (but not the control) to the

siblings. S3 capitalised upon the timing of this and asserted his authority again in a

different way, by creating a lot of support for his call for an off-site four day strategy

review meeting. He ensured the founder's agreement to formalise the transfer of the

title of MD at this meeting. The excerpt in Appendix B2.la (taken direct from the

Minutes of this meeting) shows that whilst S3 may have earned his stripes to the

satisfaction of the founder, this was not the case for the non-family directors who still

stated his lack of experience as a barrier to his leadership. It also shows that despite

this dissent, the founder was determined to hand over the title at this meeting but

doing so in such a way as to assure that he was not letting go of his personal grip on

the levers of control (Appendix 5). In an interview with S4 a month later, it became

clear when news got around that S3 was now officially to be the next MD that despite

the dissension on the board, the founder won the day:

Interviewer: So how did it move from being MD elect to official, how did it all really
take shape and become announced and alt of that kind of thing?
S4: Well it was really happening in practise for the last six months, S3's been MD
elect and he decided to make it official and my dad's doing an awful lot better.
Interviewer: So what does actually being official mean, is there a notice or a memo?
S4: Everyone was informed and everyone now knows that that is the change.
Interviewer: So who told everyone?
S4: Em I'm not sure
Interviewer: It just got round
S4 I think it may have gone out with the payslip or something so everyone -
something to do with structure changes [B2N1 01S412/p2].

At the opening of the meeting, S3 was officially made MD of the firm. S3 and the

founder had arrived at their division of role and power prior to the meeting so that S3

could not build political alliances with the other directors during the meeting. In effect,

nothing had changed in terms of the locus of power, but the founder has now laid a
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milestone and made it clear that S3 was in overall charge of the oganisational aspects

that did not interest him anymore.

It is clear from these accounts that the (unwritten but understood) leadership

succession plan is as follows: even though a successor had been identified and

"elected", and the shares transferred to a trust, the founder is not letting go of any

power. In August 1997 the founder and his wife described how they were getting the

structures and arrangements they wished to have in place:

Founder: I also took the view that there er, I've got a doctor friend, there is
gonna be a time as you get older, you get slower and you don't see all the
opportunities - we've got a doctor friend in fact and if any of the boys think that
I'm incapable of running the trust, they can go to this doctor friend & say I want
a word about [The founder] and he will -
[The mother]: We've all agreed that we'll abide by his decision... He's a family
friend -
[The founder] Not only that though he is a highly intelligent guy and
medically he can say "you are not fit to run this company anymore" and it will
be on medical grounds, because if you start going a bit 'ga-ga' you've gotta get
someone medical to say you are....
[The mother] the other thing that we're going to do, and we've not done yet,
is to give [Or] power of attorney that he can bring into play if he needs to, with
these grounds. We're worried about that because if we get to the stage where
we're not capable of signing it we might have a conflict.[B2NIO/M&F/p5].

Looking back over the 'crisis of leadership' phase between 1988-91, issues emerged

that were typical for the context a growing business, that led to family members

functioning under conditions of heightened anxiety over a long period of time.

Additional anxiety was also generated because their own development as young adults

was being frustrated. It was clear that when the father/founder's Dream was shaken in

1970 and again in 1990, it led to forceful reactions to get it back on track. When the

response from the business system to the crisis in 1990 came in the form of a

recommendation to professionalise, it failed to take account of the founder's

uncompromising Dream - to be the creator of independent wealth for his family.

Looked at through the founder's eyes, professionalisation of the sales function was an

attempt to take away one of his key levers of power, because income generation was

both the fuel pedal and brake pedal of the business: it could constrain growth or

stimulate it. For the founder at 60, with his Dream under threat again (as it was in

1970 when he was 40) and with more at stake this time, the crisis marked the start of
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his entry in to the late adult transition: it coincided with a developmental push for him

to achieve his Dream before it was too late. His tasks were to set up a life structure

which included independent wealth and a good enough marital relationship; his drive

to achieve these was far stronger than his sons, pseudo-sons or any non-family

managers and advisers could challenge using their combined personal and political

resources. In past generations, family members wanting to go their own way over key

life-direction issues had achieved this by leaving (and becoming cut-off); so for these

family members there may have appeared to be no choice really but to stay and work

through it - his way. Personal development in the form of opportunities to learn by

finding new adaptations to business situations inevitably became stifled under such

conditions.

6.3.6 1993 —98: Working Together or Passing the Baton?

6.3.6.1 Crisis of Autonomy & Towards Growth Through Delegation?

During this period, the business went simultaneously through a boom in sales and

business activity and a heightening in the struggle for power between the generations.

This was a substantively different period to the crisis of leadership around 1990

because growth had since resumed and a comfort factor had set back in. This went on

until by 1993, everyone's expectations of more formality and professionalisation did

not materialise and the firm's internal systems and organisation became strained, with

cracks appearing in efficiency and cost control and personnel. This section describes

the crisis of autonomy faced by the founder between 1993-95 and his attempts to keep

his grip on policy and structure in the firm. Unlike the crisis in 1990, the siblings were

by now a few years older (29-39) and wiser, and were looking this time to have a voice

in defining the structures and processes by which the business would be run, because

their careers, their identities and much of their life structures had by now been

invested in the firm. It was also different because the founder was finding the business

so big that he could not, and did not want to control it all. Finally, he was realising that

he was not able to perform as astutely as he had done in the past. His autonomy was

therefore questioned over a period of two years; he resisted this in a formidable way
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just as he had done in the past, but this time the system was more prepared for

resistance and was able to have at least some effect on his totalitarian style.

6.3.6.2 Politicising Sibling Relationships & Diversification # 3

Between 1991 and 1993, as the family and business moved on from the crisis of

leadership and began to enjoy more sales growth, staff costs rose considerably to

meet the new demand. Profits had begun to increase in line with sales over this time,

and then began to plateau as the higher cost regime set in. Between 1993-95, some

big contracts were won and the business seemed to be back on track again; product

enhancements were developed and there was a sense of confidence in the firm that

organic growth was really taking off:

All in all since August 1994 - 300 [new outlets], from initiation to getting the
order was about 6 - 8 weeks... .And at £10,000 [per outlet], you can see the
size of the order. Considering that at that time we were doing less than
£2,000,000 a year, it's a dramatic - it's a seismic shift and we didn't have - one
of the - in order to get the deal, we had to manage their [customer's head
office equipment] for the 1St year, and we didn't have enough space in the
[north of England] office, So we had to buy another office. [32N3/S1/p12].

This rate of growth soon exposed cracks in the infrastructure of the company which

were to pre-occupy the management throughout 1994 to the present day. Split sites

required divisions in the workload to be performed and caused divisions amongst the

staff, particularly between a non-family manager and the mother. Increasing tensions

were evident amongst the sons. The sheer volume of work, which called for rapid

product development, significantly increased production volumes and the maintenance

to required to service the products across the country (mostly in central / southern

England and therefore at considerable distance from head office). These issues all led

to internal strains and communication difficulties.

The founder was again looking for expansion that would not threaten his hold over the

firm's evolution, and for something that would offer extra value and operate with fewer

costs. He therefore selected one of the loyal, non family "pseudo-sons" to be the vice-

president in charge of overseeing the opening and growth of a branch of the firm in
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Florida, USA in 1993 as the third diversification in the new venture's history. This

brought with it the added challenge of trying to serve a different client base with the

same product. At home, conflicts were occurring between the founder and the major

national chain with whom the business had started out, and there were legal issues

about what equipment and servicing was included in the initial sales contracts (whether

I how to charge for what some customers regarded as "inclusions"), as well as new

issues about cash flow. At that time, the original director in charge of software, NFl,

was still engaged in a legal claim over rights to the original innovation. The founder

accelerated his mission to create independent wealth for his family not just by

expansion to the USA: he also made a series of major property purchases. This

resurrected the unresolved issue between the generations of the founder's policy of

cash constrainment to choke the growth they wanted to pursue via Research &

Development of new generations of product. Two camps were therefore created in the

business: those who supported the founder's export expansion and property strategy

(the founder, successor, pseudo-son, and the mother), and those who pushed for

organic growth. The organic growth camp were struggling to answer the key question:

"what business are we in?".

Developmentally, the business sub-system faced the management challenge of

dealing with internal inefficiencies from split site operations, the fuzzy chain of

command and unclear structure, the directive and autocratic style of the founder and

the need for effective financial reporting systems. Supplementary information about

the production section of the business is shown in Appendix 5d. This is a summary of

an analysis of the production and operations strategy of the business made by a

Danish student in 1997. The firm's culture (from an operations perspective) is

summarised by the statement: "customers must be pleased first of all, then we deal

with the eventual problems internally" [32/D8p2]. This phase shows all the hallmarks

of the Greinerian revolutionary "crisis of autonomy" in the life-cycle of the business.

309



In the family sub-system, the founder and his wife were still both working full time, and

this affected their own development process for entering late adulthood. They held

different views about the consequences of increasing demands being made by the

business (in terms of the ever-increasing volume of work to be done) constraining the

amount of time they could have together as an investment in the marriage for late

adulthood, and the time available for the grandchildren. The next generation entered

this phase of adult development with frustration carried over from the previous one as

a consequence of the founder's power to create conditions which stifled their own

development and their aspirations for the business. The founder's response to

assertions from his sons for more autonomy with the reward and compensation system

were met by comments "the problem is the in-laws". The founder resisted when the

sons' attempts to improve their standards of living clashed with what he had in mind

(keeping their compensation and standard of living equal). In the ownership sub-

system, the founder's own awareness of his ageing took place alongside a major

development in the external business environment: a change of government from

Conservative to Labour was becoming more likely and each budget brought its own

apprehensions for the founder about how to preserve the wealth he had created and

was still generating. Collectively, these factors motivated personal development work

and also in a legal I fiscal sense they motivated the system towards change from the

controlling owner stage of the business to the sibling partnership stage. This creaked

into action at first, and then went into full speed. The "seismic shift" descriptor given by

.92 about this phase is the context for major famfly and business challenges on a

number of levels: personal, familial and organisational. Revolution - in the

developmental and organisational sense - appeared to be in the air.

The information collected from the entire study was used to create a chronology of

summaries put together after each visit (Appendix 5c). These provide a record of the

pace and content of what was happening in the business domain, and the impressions

gained during each visit about the tone and underlying dynamics at work in the family

and business arenas. The summaries describe the struggle for power within the
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successor generation and between generations vividly. The rest of this section

describes how the crisis of autonomy was handled, and highlights the signs emerging

by 1997 to suggest the process was beginning to settle into a phase of growth through

delegation.

Whilst the founder was (for tax reasons) completing tasks consistent with 'passing the

baton' stage, emotionally and managerially he and the siblings were at least one stage

behind. Depending on the issue, the siblings were sometimes locking horns on the

nitty gritty of 'working together' in order to organise themselves around the demands of

the business and the strong will of the founder in a sort of "unite against a common

enemy" approach. Other times, mini-alliances formed and re-formed between the

father and one or more siblings in a process of politicising the siblings, who then

adapted as best they could in each scenario under the iron hand of the father.

Sometimes they gathered their resources in a collaborative, consensual fashion, and

other times they capitulated to the founder's unilateralism and withdrew to lick their

wounds by creating a coherent rationale for their capitulation. The huge amount of

data collected during this phase has been organised around three key questions to

illustrate the impact of family dynamics on this challenging phase of business growth:

(i) How do we decide what business we are really in?

(ii)How do we structure ourselves?

(iii)How do our values and principles guide our ownership and leadership

transition activities?

6.3.6.3 What Business Are We Really In?

Over the years, and despite the founders questionable record with diversifications, it

was clear that he had free rein (a rubber-stamp board) to determine into what, and to

what extent, the money generated from the new venture would be invested. A battle

went on over the years about how much should be spent on R&D (the siblings and non

family directors pushing for more investment and more growth) and how much should

be spent by the founder who was continually on the lookout for properties worthy of his
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attention. The financial policy (albeit implicit) was described by Si in his MBA

dissertation as follows:

• The chairman will not allow us to have cash credits arguing that we should
be able to make more profit within the company than is provided by banks.

• We will not lease anything, paying cash for all capital purchases as cash
becomes available (we purchased a phone system through a leasing
arrangement). We do not factor invoices.

• Term loans are taken when required to purchase property. The value of
the loan is the minimum subject to staying within our overdraft limit. We
may ask for an increase in the overdraft to permit purchase of property.
Four properties have been purchased without term loans.

• Growth should be by internally generated cash flow. Excess cash within
the business should be retained to reduce debt and increase stable
income. We aim to match regular income and fixed overheads.

•	 Our chairman will not obtain, nor attempt to obtain, a stock market listing.
[B21D6/p6].

If the new venture were to be regarded as the founder's business investment

"laboratory", his investment uexperiments had some interesting protocols attached.

For example, each new experiment usually had to feed off the last one: the hotel chain

diversification was born out of their experience running the previous family business;

office software (a departure from the core product) provided the opportunity to "lock-in"

customers as early as 1983; the serial acquisition of properties generally generated

cash for expansion from rentals and these were also used as the family home or to

locate the business; the USA branch was to be an outlet for what they already

produce. Financiers appraising the business could challenge the founder's propensity

to risk everything the family had in the new venture of 1997 and subsequent

"experiments", and to encourage a policy of wider investment with different exposure

perhaps in pensions, bonds or the money markets. The founder has a low opinion of

pensions, and appears to draw the line at risking other people's money. Although the

non-family senior managers were sceptical about his forays after the failure of the

hotel chain, no one could argue that over the long term, and when compared with the

firm they regard as their closest UK competitor, his policy and protocols of generating

self-sustaining wealth were paying off (Table 6.3.3):
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Table 6.3.3	 B2: Industry and Competitor Analysis

Note: in 1996, the UKindust,y was made up of firms as follows:

Sales (	 # firms

£1O-25m	 6

£5-9.9m	 7

£1-4.9m	 9

£500-999K	 8

£100-499K	 23

£30-99K	 9

(<-closest competitor	 with £1 2.4m)

(<- New venture 141h position with £4.8m)

Relative Position in Industry

New Venture:	 Closest Competitor

'94	 '95	 '96	 '94	 '95	 '96

Sales
	 15th	 4th

Pre-Tax Profits
	 4th	 1st	 5th	 1st

Fixed Assets 
3rd	 2nd	 1st	 15th	 12th	 17th

ROl(%)	 23d	 11th
[B2ID1OJ Market Analysis Report, Published July 1997.

But at what price? Over the years the struggle for funds for sales staff, and for R&D

investment intensified as the siblings became more adept at using the founder's own

preference for arguments based on figures showing how to save money, or to make

assets earn money. This was how the siblings approached the management control

issue in 1996-7 to do with traceability (to identify and track the movement of

equipment provided under contract) and also how SI 's idea for an in-house related

diversification [#4] was put to the founder.

The investment criteria for property to provide multiple uses created an enviable

balance sheet (although at the mercy of accurate valuations and recession). However

it also led to a false sense of security for the owner-directors (most of whom are

generally unfamiliar with financial control mechanisms), and created a "degree of

freedom" exploited by the founder to allow the ad hoc purchase of further property. Of

particular relevance to the on-going power struggle between the founder and the

management for funds in R&D and staff was the lumpiness, or unpredictability of his
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spending habits because they left little room for strategic approaches to be taken

towards the growth and development of the business. This meant that there was an

ongoing and intensifying struggle between the generations to clarify what business

they were in.

6.3 6.4 Diversification #4: the Leisure Club

In 1996, the founder broke the pattern of purchasing property that offered a related

business benefit when, out of the blue, he spent £1 m on a struggling leisure club with

adjoining land fairly close to the office in England and to the founder & spouse's home.

This acquisition left everyone in the system exasperated. It did, however, present a

particularly exquisite opportunity to observe the dynamics and the reactivity unleashed

in the systems around this event. This was the most important of all the

diversifications the founder made, because it provided the means he had been waiting

for to put the main pieces in his succession jig-saw puzzle into place.

In March 1996, feelings throughout the system were running very high about the

acquisition as these extracts show. Overtime, however, the founder broke down the

strong alliance that formed against him on this matter. When it finally came to a head

at a board meeting, it was taken to a vote (this was exceptional), and at that stage,

even thought the siblings were against it, only the non-family directors voted their

opposition.

t4F2.The eisure ctubl thing I think is a complete aberration.. .ls it going to be
another disaster, another throw away of a £1,000,000.. I've been here before
with [the hotel chain] before and we didn't put enough store by it - not cash
wise. But we didn't look far enough ahead at the market, what it was doing
then. I strongly feel we should do now and I know SI and S3 agree with me
and NF3. [B2N4/NF2/I/p16]

NF4 (the consultant) was more phlegmatic about it, having learnt that the founder will

go his own way whatever the opposition raised:

Si, in particular, put a very in-depth logical case against why it wasn't a sensible
commercial venture. They had a meeting and all the other members of the board
agreed with Si that it really was bad for the business and [the founder] overruled
them all and said - we're doing it - and it went ahead. [B2N1 0/NF4/2 1p6]
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Although the mother had strong feelings about how this acquisition may affect her, she was

resigned to it and had started getting her own workload passed on to others in the office:

was against the [leisure club] because I knew that the administration side
of the golf-club would fall on me because there is nobody to do it and I didn't
want to take any more work on.. I'll be overseeing the administration at night,
because somebody's (inaudible), we've got to look for what's happening on a
regular basis and I'm the only one available to do it. [B2/V6/M1/p17]

What manoeuvering took place to shift the rest of the family's position, (especially Si

who had built a financial business case against it), from aversion to the acquisition to

voting for it despite supporting dissent of the non-family directors? Between February

and May 96 SI had changed his position against the founder and had come round to

accepting the situation, but the event led to the scab being picked off the 1990 wound

around the issue of the other directors' limited understanding and ability to appreciate

the financial dimension of the business:

Si :The attitude is that basically that [the founder] wanted to buy that and he
was really interested in it. Well good luck to him. [The founder] would ideally
like to have a particular consensus from the family (inaudible) and when he
didn't then I don't think he was very happy about that.. .We made the decision
we are going to do it after we worked out we could do it [buy it from the cash
flowl.....I think there is maybe a bit of suspicion of myself, concerning some
of it. "We have made enormous profit and we can afford it can't we"? Now that
's	 'co'm iw	 rot acceptabe stacdard of financial devetopment. And
people actually made that assumption on the finance, because you can't sit
down and make a decision based on that sort of lack of knowledge, it is not
acceptab'e. . .we had a board meeting, which decided that and after the board
meeting, we went to dinner at the [grand hotel] and sat down and discussed
the matter and that was it.
[B2N5/S1/31p1 1]

A non family director was astounded at what happened at the board meeting as he had

expected to see the sibling unite in a common voice against it. It seems as if the two

siblings in Scotland had formed an alliance with the non family directors and advisers

whilst the siblings based in England either supported the founder or avoided taking a

side. Afterwards, they licked their collective wounds and came up with a rationale for

going along with the decision:

S2: In general the [leisure club] thing we've - the 4 of us came to the
conclusion that if he really wanted to do it then he was the one that's made the
company what it is so we let him go and do it. It's not going to be an out and
out disaster but it's got the potential to be okay, the other 2 non-family
directors where very much against it, but we said "Well fair enough if that's
what you want to do then do it". He's going to do it anyway cause he'd pull the
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shareholder's card and he would put it through so that's - he was the one that
drove it and pushed it forward and again it's because he want something else
to do.[B2N6/S2/1/p8] [

Looking back on the event, the mother came to the conclusion that the siblings had

rationalised the leisure club purchase as a legitimate "other interest" for retirement:

"he might start golf and it would give him an interest". [B2N6/M1/p20]. Asked for the

background to his decision to buy the leisure club, the founder explained:

Founder: Because when you get to 70 or 75 [he was 66] your ideas are a bit
outmoded and I suppose I've got to recognise that they're going to have ideas
and I do listen to them but some of them are stupid. They can't see the wood
for the trees. They can't see opportunities when they rear themselves
enormously as far as I'm concerned in front of their heads. They don't see it
as an opportunity.
Interviewer: Have you an example?
Founder: The [leisure club] is one. Nobody wanted to buy it but it'll make a
fortune.[B2N6/F1 /pl]

This diversification was the clearest example so far of the power struggle taking place

between the generations: it led everyone to recall the 1990 hotel chain failure and

lasting effect of the drain on cash flow in the firm. This diversification, though, came

seven years later when SI in particular was much stronger as a manager and as a son

attempting to become his own man. Yet he was unable to mobilise enough support

from the system to override the family compliance code, and the founder won the day.

6.3.6.5 Transferring Ownership and Coming to Terms With Mortality

There are connections to be made between the purchase of this club (with the founder

putting the siblings and directors through what seemed to them an outrageous

process) and the founder's growing realisation of his own mortality. During a chat in

the car, he wistfully mentioned that he had been thinking about some tree planting

going on at the leisure club and that he'd realised he wouldn't be around to see them

grown and how that was saddening for him. Perhaps he hoped the would be his legacy

as he regarded the new venture to be in a fickle industry where skill was needed to

keep out of the way of the "big boys". If he hoped that the club would be seen as the

founder's way of leaving something that would guarantee wealth for his family and to

be there after his death, it seemed by 1997 that he had developed mixed feelings
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about it and everyone's reactions to it. The acquisition had raised issues about the tax

consequences it created, and led to a decision to address estate planning urgently.

This was a topic that had not been regarded as having any great priority at that time.

Within a few months, the founder rushed to create a trust to pass his wealth to the

siblings in order to avoid inheritance taxes: having realised that he did not qualify for

business property relief he had to act quickly to preserve the wealth. The club was part

of £12m gifted to the siblings by the founder and his wife by way of a trust which he

then controlled. Although he retained control, there was a sense that the whole

episode of the acquisition had backfired on him, as he felt he'd lost the land and had to

give up what his Dream was about:

Founder: To any other people it doesn't make any difference and I could do
what I like at the [leisure club]. I could spend money and put lakes in, as far as
anybody is concerned I'm still the owner but in my heart of hearts I know I'm
not. I think when I go they might decide to sell it because it's too much of a
pain, I don't know. I would have thought it would be a bit of a pension for the
kids.[B2N1 O/F&M/1 p28].

The founder had therefore controlled what business they were in to date, and

technically, through his control of the trust, would continue to do so until his death or in

the event of insanity. However his experience with this particular acquisition has

served to remind him of the price to be paid for absolute control: it raised issues that

he had been able to either dominate or to get around over the years - yet these were

issues that had never gone away satisfactorily. He was still using a business venture

as the axis for his marital relationship and his spouse was still unhappy and powerless

to influence it; his sharpness and skill as a decision maker has been seriously

questioned and in a much more professional way by those he is accustomed to

assuming would acquiesce; his Dream has been brought to an abrupt halt as the need

to preserve, not create, wealth takes priority to serve tax purposes. Finally, he has had

to give over the land which he was developing to be a beautiful and lasting reminder of

his success - but would not live to see - to his offspring before his death. They in turn

regarded the whole affair as a tedious diversion of management time and cash
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resources, and they regarded their defeat on the issue as a worthy one if it gets the

founder out of their way in the business.

6.6 Diversification #5: SI's Attempt at Related Diversification

The founder did not easily relent against the strengthening generational push from

below, nor against the internal reminders he felt reminding of late adulthood. If he was

getting an escape route in place for when he would be less able to keep his grip on the

levers of control, he was by no means ready to let anyone test the waters in 1996-7.

This was made evident by the strength of his negative response to Si's proposal for

the firm to make a related diversification. SI had been nurturing his own plans (part of

his Dream?) for the firm for some years. In 1996 he said

I think yes, I think if you look at the, where the opportunities for investment in
the companies are, we have, I have on my little list, probably 10 million
pounds of investment that I believe we can produce spectacular returns from.
Now that's probably above the companies capacity to manage......but my
attitude is - I'd like to go and start on these things and see if, given the start,
whether or not we generate the funds to actually take the next stage
forward. [B2N4/S 1 /2/p3]

In 1996, Si found an essential aspect of the production which caused a process

bottleneck for those in the computer assembly business. He wrote a business plan to

open a facility on their premises which others in the industry could rent during its

downtime; then for national coverage which would mean setting up 10 sites. In visits

during February - May 1996 there was a lot of excitement around internally about this

from those who worked in Scotland. By May '96 one person had been interviewed for

the position of manager of the facility but did not get the job. Meanwhile, Si was

working with NF2 and NF3 on the details of advertising the facility. Si had estimated it

could sustainably generate £3-4m profit from rentals a year if it was expanded at the

rate of one site a month. This was an interesting example of a potential business

venture meeting all the usual criteria the founder would set, in effect taking the

founder on at his own game. If he sanctioned the investment: it would be a further

creative business use for their existing premises and since it was part of the production

process for their existing products, it allowed them to avoid "buying-in" or getting
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caught in the assembly bottlenecks industry-wide. And it was a proving ground for the

next generation's ability to originate and implement new business development ideas.

Si's logic was presented as "we're doing it anyway - lets make a business opportunity

out of it. All we need to do is stimulate demand and let the industry know where to

come to use our facilities". Asked in a telephone interview if he had the backing of the

family, SI replied

"Yes. But when it comes to the crunch I'm not so sure about [the founder]. It
would mean frightening liabilities. He questions some of my ideas and ways of
going about things. It would be a very highly geared operation if we opened
one a month for 15 months" [B2/Ti/Si/p2 April 96].

Clearly there had been discussions about it at the southern office. S2's indicated in

June 96 that after much deliberation, the siblings would be likely to unite on the

decision one way or another. The way in which the founder influenced decision was

illustrated by this issue:

[the founder's] quite anti it, he can't see the managing of it on separate
locations would work properly... that we would discuss it informally at a
separate little meeting and [the founder] would just come and sit and chat with
me for half an hour and he'd do the same with all the others and I suspect I'd
have a chat or a phone call with the other 3 to decide how we're going to
approach it and we'd either agree or disagree and then we'd come to board
meeting united, so we'd actually make our minds up and discuss it prior to the
meeting. We tend to have a lot of evening telephone contact between the 4 of
us.[B2N6/S2/1/p9].

By June 96 the founder's mind was made up: it was too risky on two fronts. Firstly, to

go national with the concept straight away was too risky for him and secondly, he was

not willing to provide the funds to let the project get to the market research stage. To

do so would have lessened his authoritarian hold over the use and application of R&D

funds in the business, and therefore his ability to constrain the firm's growth. It also

posed a risk that one of the sons (the academic one) may prove to be more

entrepreneurial than was previously thought, and was able to clarify what business

they were in. During a joint interview with SI and the founder, he thought that the sons

had ample opportunity to learn from mistakes in the firm:

Interviewer: Do you foresee a time when you'll say I'll give them their head"?
Founder: Well, I'm doing that, yes.
Interviewer: For example to expand this over the country.
Founder: But I do give them their head to do things. They can make their own
mistakes. And when they've made a mistake we sit down to analyse it and
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say well why was it a mistake? Why did we do this? And then they say Well
you said it was all right " you know.

Whether the venture was a sound one or not is not the issue here, but the pattern of

how the family dealt with the prospect of a change in its pattern of coerced consensus.

It illustrates what happens when attempts to personally differentiate from the founder

are made by a son, here in the context of clarifying the nature and scope of their

business. This was risky for Si because if it backfired, it might be on the basis that the

idea was unsound and therefore reinforce the dominant story that his ideas are

academic and therefore unreliable. Whilst the founder "hammered through" the leisure

club deal, at the same time in the firm he ensured that Si's diversification could not

get beyond the planning stage, by conferring his views privately to others and building

up with them a case for consensus against it. By the summer of '96 the project needed

the founder's approval for £14,000 to go forward to the next stage, but this was denied.

At a .the joint interview with the founder and SI in February 1997 (when the founder

was 66 and SI was 43), the founder was questioned generally about the development

of his sons as his successors as a precursor to questions about the diversification idea.

Si then became increasingly uncomfortable during the dialogue; he lost his

enthusiasm for the discussion and appeared demoralised by the end, looking pale and

slumped:

Founder: It is a tricky issue and it's something I've got to think very seriously
over the next few years before I give up the rights because when I do, I know
that there's gonna be a few problems. How I sort it out I don't know. I'm
willing to listen and over the next two or three years I think everyone can
mature into their jobs anyhow and then we'll find out. If you've got the
maturity then you haven't got the problem, it's immaturity that gives you the
problem... they all should be getting towards their prime but they've been
mollycoddled a bit because they know whatever they do they've got to satisfy
the old man and I have more grey hairs. No hairs!
Interviewer: Have you ever or have you considered running an experiment
where you provide the conditions so that you would see how this would play
itself out.
Founder: It wouldn't work... Because I would be there... .1 couldn't do it. If I see
them doing something absolutely wrong I wouldn't let them carry on doing it. I
just hope over the next few years, while I'm still here, everyone gains the
maturity and confidence because I certainly am letting go the tight. To do that
lots of people will have to make lots of decisions...
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At this point, Si became visibly uncomfortable and intervened to change the tack of

questioning. Later, the questions returned to how Si's diversification idea had

developed? The founder rejoindered with some aggression:

Founder: That was a wally idea and I said it was a wally idea.
Interviewer: So would that be an example of you letting them dabble, make
some mistakes, we'll see what happens and then you say No?
Founder: Yes, I did because it was something that Si only gave lip service to
it without really thinking about it. That's true isn't it?
Interviewer	 Would you agree with that?
Si: [addressing the founder] Well, in the end you basically felt well, no its not
something we want to get involved in, we might do later on I don't know.
Interviewer: Is it something you could have got somebody else in to handle
and let them take the responsibility for running it?
Founder: I think it wasn't founded properly. The idea wasn't properly thought
through.
Interviewer [to Si]: What's your thinking?
Si: If it had been better run then I think we could have done better on it but we
didn't do the homework first in terms of what was required because what's
required we need to spend another £14k
Founder: Well it's not just that... If we do succeed the returns are very high and
the risk is very high and I would rather buy [next property acquisition] because
I know from that I will get a return and it also has a lot of impact on [the firm].
Interviewer: So if they were to be given something to dabble with and see if
they are able to make the consensus method work, it would have to be a
project that was relatively low risk for you to feel comfortable enough to keep
hands off. That was an example that was just too high risk for you.
Founder: I think basically it was that we didn't do our homework properly.
SI :1 think the problem really comes down to myself, NF2 and [other staff] not
doing the work properly that's what I think the problem was... for instance, we
got the equipment and we were ages before we set it up and got it running and
when we went in and did the testing we got some other people that came in
and used it and they said - Yes it's fine but it needs this particular thing - and
then that was the end of it... because we hadn't got the money to spend this
additional money on -
Founder: [interrupts] I don't think that's true. We have got the money to spend
- the additional money - but whether it's the right thing to do at that time is
another matter. You've got to set your financial priorities right, we spent
Li .5m last year on the [leisure club] and the [next acquisition] properties
coming up and I think that stretched us a bit.[B2N9IF&SiII/p22-24]

The "homework" and "the funds" are smokescreens for the founder to keep SI 's idea

at bay, so that he can focus on his own mission. The founder's tendency to use put-

downs was noted throughout the research, especially in relation to his wife. There is a

cultural tendency for males in the south east of England to use derogatory terms when

addressing females, but it was clear to another observer who noted Si being badly

affected by the founder's his comments:

he gets under a lot of pressure, he shows the signs of stress on an ongoing basis
actually because he does take the brunt of a lot of it, more so than the other
sons... .He gets stressed and he comes and discusses with me sometimes some of
the problems he has. I try to calm him and advise him how to take a steady line
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through it and not to get too upset about it but he's learned to cope with it over the
years, to be honest, because he's always been the butt, really of [the founder's] -
anger and fun and so on. I mean a for instance, I had a meeting with the architects
quite recently to discuss a development we have in the property side of the business
and [the founder] was so rude about Sito this complete stranger, it was totally
unnecessary and I could see this architect looking at [the founder] as much as to say
what is this about? . . . It was very much, putting Si down and making fun of him.
Now Si, for him to get respect from other people in a business like this, people take
a lead from someone like [the founder] who push him down and I thought it was very
poor and I did mention to [the founder] that I thought it was disgraceful. It didn't
make any difference. [B2N7/NFX/p2].

Si's attempt at diversification showed how interconnected the strands of family,

ownership and business can become, and how easily personal boundaries can be

violated when everyone is around each other so much, and when everyone has so

much at stake. Whether Si was testing his father's and his brothers' capacities to

support other ventures is not known, but whatever the issue, SI had chosen to take his

father on at something that exposed their lack of clear business focus, and the

reactive way that the siblings and non family directors politically manoeuvered around

to identify how and where to position their views.

Posing the question of "what business are we in" should help those in the business to

work through the crisis of autonomy and towards its next life-cycle phase of growth

through delegation. It is clear from the above accounts of the reaction to the leisure

club acquisition, the related diversification idea and ongoing acquisition of more

property, all of which were happening in the context of major transfers of wealth

happening without any transfer of power to the siblings for tax purposes, that the

founder alone decides what business they are in, and it appears to be the business of

personal wealth generation through opportunistic property acquisition I development

funded by cash generated through organic growth in a very narrow and defined niche

of the [computer] industry. More importantly the founder, who is aware of how "tricky" it

will be to have the siblings work this out after he has passed on, does not want to

experience the tension or pain that would be around as the siblings learned to share

power and control, and how they identified their preferred leadership style. For him it is

more risky to hand over some control and to deal with the emotional consequences of

engaging in an adult - adult relationships than it is to retain control and keep his family
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in a relatively disempowered position. Whether this becomes a "poison pill"

succession plan is the subject of discussion in the final section below. The next section

illustrates how pervasive the politicisation process became as the struggle to create a

structure to underpin their growth unfolded.

6.3.6.6 The Politics of Organisational Structure

During 1993-98 the sales turnover of the firm grew from £1 .7m to over £6m per

annum. The firm was receiving major orders from national chains who expected the

firm as their supplier to grow on the back of their planned expansion across the

country. To this end, the founder negotiated a loan of £292K from a customer to

finance the production and development of sufficient product for 300 outlets. Although

the firm had come through a crisis of autonomy during 1988-91 into growth through

direction in the early 1 990s when the founder won these orders, there was still

some major unfinished pieces of business to be dealt with from that phase of growth,

and from that period of the succession. Re-framed in family business terms, the

problem was that despite the ongoing influence of the controlling owner, the siblings

still needed access to the experience that would teach them how to work out their own

approach to shared decision making and problem solving. They needed this in order to

create a working sibling partnership capable of governing the business and of sharing

the power and responsibilities of ownership and directorship. Finally, they needed the

experience of working in power together from which to design and implement a

structure that they have tested and know to be fit to support growth in the future.

However, they were prevented from doing this because the founder was entrenched in

the controlling owner role and is willing to create only enough scope in their roles for

marginal adult and management development. He was also intent on recreating some

form of continued controlling ownership, by positioning one of the siblings in what was

supposed to be a "first among equals" role that was gradually imposed upon, rather

than agreed by, the siblings (i.e. a pseudo-parental leader). The process by which this

was imposed on the siblings led to their becoming politicised, with alliances forming
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and breaking depending on the issue, often with them rallying against the founder as

the common enemy but always retrenching when it came to the crunch.

These problems manifested themselves as tensions and irritability between the

siblings and the non-family managers, especially around attempts by SI to introduce

more formality in the company's structure and the way people went about their work.

Whether this was another form of resistance to the influence of the eldest for being the

eldest, or for being the "academic" (he had just completed a MBA) is not known for

sure, but the resistance was evident because whilst everyone agreed that more formal

organisational structures were needed, few people helped them become a reality. In

the internal communications by video-conference, silences, "asides" and sarcastic

comments were observed; these were routinely lightened S2 who had cultivated

distancing himself from these tensions at meetings by using humour, and for whom the

nature of his work in the business kept him physically distant from the company's

offices.

A'fl tue prob'Iems in the business subsystem eliciting these reactions during this fast

growth phase had a major feature in common: they created predictable patterns of

emotional reactivity in and amongst the people affected by the issues by activating

unhealthy emotional triangles. When this happened, dyad alliances distanced or

isolated one or more siblings depending on the issue. The triangles interlocked

regularly by means of evening phone calls between siblings and their private meetings

with the founder. The founder became the emotional switchboard and information

regulator, and so the effect of people working form partial bits of information led to the

siblings becoming politicised. Under such conditions, those bound up in these

emotional processes faced the challenge drawing upon whatever resources they could

in order to address the underlying and fundamental issue enabling the triangling

process to continue: their relationship with the founder as a father independent from

their relationship from him as their boss. Some examples of these processes in the

context of business tasks are given below, followed by a brief discussion of the
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differing personal strategies the non-family managers used in their dealings with the

founder. The business tasks included:

a) attempts by the siblings (SI and S4, both based in the North) to create a

"traceability" system to log all movements of equipment owned by the firm but

assigned to contracts with customers. SI was frustrated about the lack of co-

operation about report writing and paperwork, S4 was responsible for quality and

the firm was aiming for an ISO award; both were keen to introduce the system and

used "opportunity cost" analysis to bring the founder round to the cost of a software

package to manage traceability.

b) related to a) above, the fact that there were split sites exacerbated long standing

conflicts between non family and family members, and meant that rivalries existed

between the sites; communication was not satisfactory and there was a feeling that

the successor was not visible or accessible enough;

c) S3, then the "successor elect" had made an change to the company structure

without going through the usual telephone-around channels, informing the other

directors by memo; this had a profound and long lasting effect on the relationship

between Si and S3 and was also contributed to the tension in a) above;

d) the process of how a non executive director (NED) was chosen and integrated into

the business led to reactivity between sites and in particular between Si and S3;

e) the development of formality in the board of directors.

The founder's role in all of this as architect of the politicising process was described in

one interview outlining what happened when S3 made the structural changes:

NF4 [S3'sJ very energetic, as they all are but he's not thinking management
at all. And when he does he gets it all wrong. He just made a decision recently
to restructure his area and promote people without any discussion with the rest
of the directors or management of the business. It was the knock-on effect it
had (inaudible) and also for SI to operate the financial package and finance it
and so on. The first they knew about it was a general memo that had gone to
the people who had been promoted.

The non-family managers were aware that the siblings were having to tough it out

amongst themselves, rather than have the benefit of coaching or mentoring from their

father:

• . .The thing is that [the founder] should have sided with 83 and said "OK
you've done that but you can't do it again. You really must discuss issues of
this nature with the Board of Directors. I think it probably was the thing to do
but everybody at least had to be aware of it and think down the line, how
people are being affected by it. How are you going to placate them, motivate
them with the loss of their input?"
Interviewer	 How do these things work themselves out?
NF4: Even his younger brother [S4] is really not bad because he has been
organising all the [customer support area] and is doing a very good job. I might
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say really applied himself well to it but nobody has given it time for his efforts
to materialise. In came S3 and wiped it all out and put somebody else in and
S4 was devastated by it. Although he hasn't said much I can tell speaking to
him, his confidence is knocked. [The founder] supported S3 and was
aggressive with SI who had taken him to task on it because of the
ramifications, instead of seeing how he'll come on. [The founder's] hopes and
expectations are that S3 will come out like him and have his qualities because
he wants that to happen. S3's his favourite son and so on and he wants to see
this happen. And it's not going to happen.

That this was a key issue affecting relationships was corroborated by SI:

SI:... But the person brought in to do that was taken on by S3 and that person
was taken on and whilst we knew that it was something - everybody knew that
it was an ongoing issue - he was taken on and the first time I knew about it
was after he was already employed. I think I was extremely angry. It showed
we need a little bit more structure. And this is one of the areas in terms of
financial control that we are looking at. We need to say 'right what are your
plans for the next period' to actually get a little more control into the
area. [B2N5/S1 131p6].

Working together on the traceability initiative, SI and S4 had found that the founder is

on this occasion willing to listen to arguments backed by financial logic. Their task was

to implement the system to achieve the financial gains and the personal credibility at

stake for each of them. However, when they tried to do so, it raised an unresolved

issue the mother (in the south) and a non family manager (in the north), as well as

bringing the "re-structure-by-memo" affair to a head again:

SI: At the moment we have got half a service dept. in [south] and half a one in
[north] and I can't see how you can actually get a persistent traceability having
split offices. This is a major area. The systems that we have weren't adequate
for tracing the equipment and maybe there wasn't the management control
there should have been. Nobody fills in any paperwork in this company at all
and so it's not been perceived as an important task..There's also an issue -
there will be a member of staff in [south] who will be made redundant, now that
is something which probably has a far greater management impact decision
than one might believe. [B2N5/S1/3P3]

Sl is alluding to the successor's changing of his sales team without informing anyone

first, as well as the issue of their mother being eased out of the business and into the

leisure club.

Si: My mother's role would be - there would be a change because what we
would like to do is put bigger emphasis on sales and support from the office in
[south] and I think that how that should be done is something ,whether its
agreement at the moment, but I think that's probably the biggest single area
where there isn't agreement within the organisation. I don't think the issues
have been clearly thought through and understood by anybody in the
company. B2N5IS1/31p4]
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Making changes to company structures, reporting requirements and roles is inevitably

leading to some resistance from those whose lives are affected by it. Although all

accept the need in the organisation to professionalise to meet such rapid growth, the

entanglement of family and business agendas means the key players have their

attention and energy diverted from the task at hand into handling the emotional

reactivity generated when family issues pop up in the business arena.

The "split-site" conflict and review of functions also activated a long established but

unresolved issue between a non family manager in the north and the mother in the

south. It flared up at the time the traceability system was introduced and set off a

pattern of reactive behaviour to contain it as fotLows. There was a disag,reenert

between the mother in the south and the non family manager in the north over the

phone about a component. The father phoned Si to get him to smooth it over and

calm the non family manager down; recognising this, the non family manager walked

out of the meeting and out of the firm with Si, who then called on other non family

managers to help talk him round. The situation was finally calmed a few days later by

a phone call from the founder. At the same time as this incident, the introduction of the

traceability system by SI called for a re-organisation of work in the mother's and S3's

domain, evoking established turf issues about the "Scottish mafia" taking over and

bringing to a head the issue of how to deal with the mother's role. For the mother, it

stirred up unresolved (i.e. smoothed over) issues from about 9 years ago when

problems had emerged with one of NF2's staff about booking the holiday flat owned by

the family and made available to staff

The task of organising themselves into a business entity capable of supporting the

growth they were taking on has therefore activated an important emotional triangle

between the Mother - NF manager (who carries his history of underpayment from the

early days close to the surface) and the founder as this extract shows:

Founder: They've both got a problem with me and [the mother] because that's
Mum and Dad you know and it's difficult. ..There's inefficiencies in the
company 'cause of the problems and [the motherl is inefficient at times and
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so's [non family manager]. They blame one another rather than sort the
problem out.
Interviewer: Where does all that come from?
Founder: I think it's.. .[the mother] is not a director of the company and she's
not been in the job all that long - 6 -7 years and he has always had the feeling
that she got the job because she's my wife. And that really is the truth.
Because [the mother] in her own way - she has no foresight - she pays a great
deal of attention to detail and without that detail we couldn't run it but she has
no foresight and no political skills for dealing with people. It either is or it isn't
- you know. She's very good at picking up the wrong end of the stick. And
so's he. B2N6IFI/p5].

By February 1997, about nine months into her new role as leisure club overseer, the

founder reported that she was doing well in the leisure club. To deal with his anxiety

over the issue, the founder in turn activates his own triangle by recruiting Si to smooth

things over. This places Si in a potentially difficult position when he pushes for

implementation of his traceability system, in which the implications about the mother's

role are exposed and need to be addressed. Bearing in mind the mother's strongly

worded views on wanting to retire and to have more time to be with her spouse and

the grandchildren, the actual result from this re-structuring was that her situation and

the founder's situation relative to her remained the same. The only thing that changed

was the location of the office in which she now worked. Deflecting her into the leisure

club achieved a number of purposes: it kept her emotionally connected in the business

context; it ensured the founder's ongoing control over his emotional availability

(control of closeness-distance) to her, and it distanced her from the conflict taking

place in the new venture.

This incident illustrates the founder's propensity to use the business as an emotional

regulator. It is also indicative of Si's capacity to attempt to promote change by

preparing and pushing his case for the re-structuring, and being ready to take on the

pressure he anticipates from the reaction by others in the family system to his attempt

to implement change.

6.3.6.7 The Non-Executive Director Decision

The family were facing problems of increasing intensity: the business needed more

formal structures and processes to accommodate growth, but the enmeshment of
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family and business agendas has created a latticework of issues whereby one issue

affects the next and so on. The ineffectiveness of the board prevented this escalation

because none of the board members could separate their role as son or upseudoson

from their role as director, and the board had a rubber stamp culture and function.

Although the appointment of a non-executive (NED) director should bring hopes of

there being more objectivity on the board, in fact the blurring of his role from the

outset ensured this would not happen. The way in which his appointment took place

provides a good illustration of this role enmeshment.

In a manner reminiscent of S3's re-structure-by-memo incident, Si chose the first

research interview (a joint interview with Si, 53, NF4 and NF5 of the USA branch

present) to mention to his peers that a NED - namely his MBA dissertation supervisor

- was being considered and was likely to be appointed. There was a silence, and looks

exchanged between S3 and NF5 implying "over my dead body". Si explained that he

had introduced their father to him, and that their father was on board with the idea. It

soured the tone of the meeting, and caused Si to become very agitated, getting up

and down to walk around a lot. After the meeting, when asked about his brother's

reaction SI became more nervous, deflecting the questions.

SI had taken the opportunity to find the ally he needed at board level if

professionalisation of the business was to be implemented. This was timely for him

because no one else was bothered about finding suitable NED candidates. However

the NED to suit SI would have to meet his certain criteria, the most important of which

was create an emotional triangle to alleviate the anxiety in his relationship with his

father. He needed someone credible that the founder would accept if challenged, and

for whom there would be respect; someone who could be a mentor to SI and could

screen then support his proposals by affirming the thinking behind them and the

quality of analysis; and someone his siblings might come to respect in time, especially

of the benefits brought by the person were undeniable, despite their inevitable
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suspicions of bias if it was someone from an academic background. Such a list would

be expected to make up a major part of the founder's job description for dealing with

successor development during the later stages of leadership succession. The

positioning of his MBA supervisor into this role in such a way as to by-pass the sibling

approval process was a calculated risk on Si's part given the political current around

at the time to do with S3's handling of the structure issues and the anxious climate

about the founder's purchase of the leisure club. Given the founder's refusal to support

Si's diversification idea, it may seem odd that the founder agreed to Si's idea and

invited the NED to join the firm. Since the board functioned as a rubber stamp board, it

is unlikely that the founder thought the NED could threaten his control of power.

Founder: He's [NED] in Si's camp. I'm a bit concerned about the academia.
Because I'm not an academic... He's probably too academic and we've got
enough academics in the... S3's got reservations.. .S3's anti at the moment.
Because of his academic background. But yes, I've talked to him and we're
going to give him a try in the autumn.
Interviewer: This is interesting about decision-making. S3's not there yet you
say you'll give him - the NED - a try. If you weren't around - how would they
go about that?
Founder: S3 would give him a limited role. He would. The thing is, we all
have different ideas but we all have the same aim. And you've just got to
have the right aim. But I mean the aim is the important thing - as long as it's
not all - so Si gets some executive that he wouldn't get otherwise. But we
don't see that at all.[B2N6/F1IP5].

A non family managers welcomed the appointment but knew it would make waves

amongst SI and S3:

NF3 I knew him quite well, [from the MBA course... pretty shrewd when it
comes down to it, whether he would be nasty enough to deal with us lot, I think
you need someone who is pretty acerbic, I think, to deal with us lot. When he
looked round the place I introduced him to everybody as prospective non-
executive director and everybody looked completely aghast. I sort of looked at
Si and SI looked at me as if he were snarling...... [B2N5INF3pI2].

These extracts show how the NED described his introduction to the company and how

he perceived his role at the outset.

I think if I'm openly honest I think [the founder], I think, would like me to keep
an eye on SI and be a sort of mentor for Si; I think he feels that Si has got
credibility but perhaps needs someone with him to back him up. I think he
thinks that SI might do one or two things half prepared. He's the one with the
numbers and he's the one who can see whether the company really can afford
it. I think Sl (inaudible) likes to have someone to sound his ideas out with and
just wants someone to talk things through. Because, I think the point is with
the board, there's a lot of talent there, but there's no one who's taking a big
overview from an intellectual point of view. They've all got a good grasp of
business (inaudible) I think he just feels it's good for him to have someone
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else to talk to and relate to. He's relatively independent. I think there might
be one or two misgivings. I don't know yet, but I think the younger one [S4]
might be a little bit unsure. [B2N1/NED/2/p3]

The interview questions alerted him to the ongoing politics in the firm and the danger

of him in his role not being seen to be neutral in the current climate of tension,

especially between Si and S3. A year later in 1997, he had visited the firm a number

of times and had attended some board meetings. He had also worked on some

internal financial reporting systems and recommended that Si undertake a formal

accounting qualification. He alerted [the founder] to the severe inheritance tax

consequences of his property acquisition strategy especially if the expected change of

government came about, and he provided a contact in a "Big 6" accounting firm to

approach for advice. That led to the creation of a tax efficient technical solution

resulting in the transfer of £1 2m wealth divided equally in a trust to the siblings, all

within a few months. Asked to reflect on the experience, he described how his role was

evolving more as a consultant rather than as a NED, and he emphasised a lot how

important it was to keep a respectful connection going with the founder:

What I've done has been specific things I could have done as a consultant.
But from a NED standpoint and board issues - SI & I chat a lot and he rings
me up a lot or I'll ring him. I've got a sort of working role but in terms of party
to family discussions about the future of the company, these are discussions
that take place in the evening with [the founder] as well.
Its a kind of tension between whether I should be NED operating in conjunction
with the board, or whether my role is in conjunction with friend of Si and [the
founder]; that kind of isolates me a bit from the rest of the board... .1 wasn't
invited to the whole of the [strategy review meeting in June 97] and thought
maybe they don't want me to play the role of fully fledged NED...
I think they think there's a role there for me as a sounding board - someone to
test their ideas as well as to hear mine and I think that's an important useful
role [ibidp3l.

[on the estate plan] Its driven primarily by tax rather than any serious thoughts
about succession. S3 had been made MD of [new venture: UK]. I have a lot of
questions but its not something they seem to ask my view on. Its not
something I would volunteer unless asked by [the founder]. Its partly because
of the way I've come into the company, through Si. Em, [long pause] I feel
that, if down the line I play a role that is more of a NED role then I will have to
have the confidence of people like S3 as he'd probably be the main man. I've
had very little contact with him. [B2N1O/NED/2/p6]

Asked about whether he had expected to get involved in governance of the family

business, he said that he did not have that role; he saw himself as a conduit between
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the founder, the siblings and the board, such as when he was asked to put a word in

with [the founder]:

...sometimes I feel that I'm a referee between Si and the rest of the board.
There is a role there - there are obvious tensions between [the founder] and
perhaps Si in particular and perhaps other members of the board in terms of
the direction of the company and these issues. And sometimes I feel that
without getting too partisan about it, there's a role to fill. You have to try and
show the way forward [ibid. p4]

...the difficulty is you get the impression he [the founder] won't get involved in
the day-to-day stuff but above that hell say "that's rubbish, we shouldn't do
that" and that will be problematic, and that's undermining, especially if he does
it with S3. I wouldn't put it past [the founder] if he thinks something is the
wrong move he will unpick it and he won't be very sensitive to the people he's
undermining.[ibid.p9]

Although the NED had become a valued conduit to the founder, his role, along with the

roles of other non family directors and advisers was blurred from the outset and this

marginalised his effectiveness.

6.3.6.8 Non-Family Directors' Interface with Family System

How, and with what effectiveness the non family managers and consultants handle

themselves with the founder and the situations they find themselves was interesting to

observe, considering the history of cut-off from the early days of the new venture when

anyone stood their ground with the founder. The consultant who wrote the 1990 sales

and marketing strategy report used a businesslike approach supported by rational and

economic business arguments to push for implementation of a traditional hierarchical

structure and reporting lines. He became very frustrated when his plans were thwarted,

gave up, and eventually settled into the role of confidante for the family and of director

of the property side of the business. He is not invited to attend board meetings. The

two non family directors had opposite strategies: one used sarcasm to vent his

frustration and sometimes threatened to leave, and the other realised that losing his

temper did not pay off, and had come round to a much more easy going approach:

NF3: ...it used to be very frustrating actually, I used to loose my temper
somewhat spectacularly with [the founder] every now and again, but you sort
of realise - you look back and you say well OK - you realise that quite a lot of
things do happen, they just never happen as fast as you want. But then you
get used to being knocked back and often if you are a lot more laid back, its
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less - I try and to use the techniques that they teach you on how to motivate
your workforce - actually works both directions. You try to plant the ideas
below you and you try to enthuse them and you can enthuse upwards in the
same way. [B2N/NF3/1/p7].

The NED's role was different, but it required some skill to manage his position in the

triangles which had clearly developed between father-son(s) and NED once the

siblings recognised a potential conduit for influence over their father. To the extent this

was achieved at all, the NED explained his approach:

.carefully. A little bit politically - in the sense - I'm careful not to disagree with
[the founder] all the time, so that - there have been specific issues where I've
said "that looks the way to go and there's not that much time" but on other
occasions I've picked my moment and said to [the founder] "look, there is a
problem here, and I think you should consider this". [ibid p4].

The binding of family members' energy around these issues in the business sub-

system, rather than on working out their own strategies getting access to power and

control, serves a function in the family sub-system. It keeps the founder preoccupied

with his sons and important business matters rather than dealing with his impending

late adulthood; this also has a delaying effect on the siblings' development into

autonomous young / middle adults. The rigidity of the emotional triangles in the

system (no one individual could create enough flexibility to change the outcome the

founder wants) led those in the system into a sense of being "stuck". For the mother,

this meant she was channelled into yet another family business rather than have the

time she would prefer to engage in family life. The siblings were recruited into dyadic

alliances with the founder to be brought round to his way of thinking; and non family

managers had to find their own way of getting by, in the above case through flare-ups,

exercising patience and by methods of diplomacy. There was a timeliness of the

NED's arrival on the scene in terms of the competing life-cycle demands in the family,

business and ownership sub-systems. This, and his style of action (especially the

effectiveness of the tax advice, even though it ignored the succession issues) may

have generated some slack for those affected by the ongoing politics concerning the

structure issues, and the ever-present tensions about the strategic direction of the

business.
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The internal push for personal and management development and for development of

the business moves on over time regardless of attempts to frustrate it, and whilst for

the siblings some issues could not be moved, others were tackled from different

angles. Si and NF3 decided to do the MBA qualification. It provided them with new

models, ideas and contacts and each gained access to a different type of personal

resourcefulness to use when attempting to push for their wishes in the business. How

the board as a group and as a process developed between 1995-98 is an example of

this. In the business domain, working on the leading edge with competitive and

challenging customers brought the need to deliver the goods and to be seen to be a

worthy supplier. Si outlined the pressures emanating from the business environment

on the firm to become more professional andto have leading edge products:

Si: Well there is a crisis at the moment. But it doesn't mean there aren't
changes occurring. And some of them are quite significant changes and I do
think that one of things that has occurred this year is this tremendous feeling
that the company is under pressure. Now the company has grown by 50%.
The Profits are up two and half times. We are getting a satisfactory return on
investment. We don't really feel in the everyday sense as though we're a
company in crisis. But yes, there is a very strong feeling that we are in crisis,
we do need to develop our company faster than we have done in the past and
I think that this feeling of requirement to do more, is actually driving a lot of
the other aspects of it. Instead of it being to survive, there's a new motor
other than fear which actually driving the business.[B2N8/S1/5p12]

The forces for change are building internally in the new venture with accompanying

pressure from the changing competitive environments creating further growth

opportunities for their key customers. The opposing force to change is sited in the

family system: the senior generation's requirement to mould, before it is too late, a

replica of the founder's controlling owner success model including the entrenchment of

relationship patterns with family and "pseudo-family" to keep control over the levers of

power:

My biggest worry is having someone with a strong enough character to control
the staff. To control someone like NF2 and NF3 who need a very firm hand
on the rudder otherwise they take control and it would be - They haven't got
the business acumen to make the sort of decisions they try to make. You
really need - it's just my one worry is that. And S3's obviously getting a lot
more experience. And I think he's hard enough or he will be, he's getting
there. [B2N6/M1 1p20]
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How the founder has gone about this process was described by a non family manager:

I think there is more of a family preference [for S3] , like the thing that
happens in families, that they have a member of the family that both mum and
dad have a special fondness for and I think there is something of that nature
involved in this. There was a competitive stage at the moment where [the
founder] was putting one against the other, in terms of politics in the business,
I tried to understand his motives at the time and thought maybe he was trying
to match them to see what they were made of, to see how they would respond.
I'm just not clear whether it was more of a divide and rule for the situation I'm
still not quite sure . .. [B2N7NFX/p3]

This approach to cultivate a "top dog" amongst the siblings is at the expense of the

development of team-ship and collaboration which the siblings will need to sustain

relations in the business and the family when the founder and the mother are no longer

there. In this case it was apparent that the siblings are all highly intelligent and

committed people with the stamina to stay with and resolve issues, but they are

habitually undermined by situations triggering off patterns of emotional reactivity. With

such natural resources to draw on, they might well have made an unbeatable team,

(even without an accomplished entrepreneur) if they had the opportunity to establish

amongst themselves a common enough vision to sustain the existing business. But a

vision of anything other than a replication of the founder's own model for constrained

organic growth and property acquisition would be blocked by the founder, and it was

clear that the siblings wanted to how to make their own mark by generating as much

growth as they could themselves.

Whether this is the case is unlikely to be known until after the founder relinquishes

control in the event of death or insanity and the other parent has passed on too. The

danger is that by then, when the siblings' will be between 45 and 55, the politicisation

process and rigid emotional triangles may be so entrenched that they are more

interested in either extracting wealth for their branch, or for positioning their own family

branch for power in the next generation.

6.3.6.9 The Influence of Values and Principles on Ownership and Leadership
Transition Activities

In 1995, when they joined in the research, the senior family members had a view of

succession that it was the second generation's problems to sort out something that
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would be workable for the third generation (the G2 to G3 arrangements), which it was

expected would be made up of various cousins. This distracted attention from the work

of the Gi to G2 transition: the parents said they did not expect it to be a problem the

sons would be equal owners, they were paid equally and they all got on very well.

Their only concerns were that their daughters-in-law were making things awkward by

wanting better lifestyles and bigger homes. This was an interesting repetition of the

founders' own situation in the I 950s when the mother had, with her mother-in-law,

problems justifying the size of house they needed for the young family and the

resources they needed to raise their young families.

The founder passed on the responsibility for finding out about transferring ownership to

SI who then looked into the creation of trusts but took it no further. At the introductory

research meeting, all the family members present mentioned a TV programme about

Clark's, a well known UK family business in which there were hundreds of working

shareholders but the business was not competitive enough to generate a satisfactory

return on investment for them. They seemed to think that as long as they had policies

in place to avoid problems with the cousins, that this would suffice.

However it seems that the parents had, in fact, started looking into making

arrangements for the GI to G2 transfer, and had had a terrifying glimpse of some of

the complexity involved. Having just emerged from the Crisis of Autonomy and feeling

The business was again on the growth curve, the founder, who had just turned 65,

started looking into the legal aspects of ownership transfer. The founder concluded

that giving up ownership may mean giving up control, and the mother concluded that it

was too complicated to deal with just yet and so no progress had been made. The

founder explained that he simply did not feel ready to take the step of forming a trust:

Founder: ...We have a firm of tax advisers in to advise us and we are talking
about setting up trusts and things. But from the succession point of view - I'm
not very clever about this but we all think we're a bit immortal don't we? I
mean in 5 years time I'll be 70. And if I'm 70 I won't have any sort of sharp
mind. I might be... if I'm able to sit down and when they come and want to
ask me questions I'll give them my opinion - that would be lovely if I could do
that but I don't know if I can. I'd like to... but I don't feel any different to you -
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you're 30 odd and I don't feel any different now than I did then...
I'm sure you're very much aware of this but if you're going to transfer your

assets to your kids at this stage to save tax you've actually got to give up
control. And maybe that's been a problem. I really don't think I'd have any
trouble with my sons but I don't know. Si wasn't all that keen. But we'll
probably leave it too late with inheritance tax just now [B2N6/F/11p2].

Asked to describe his preference for ownership transfer, he appeared to have an

outline plan in which "equality" was to be engineered by mixing ownership and work

compensation

Founder: I think they should be relatively equal. Where the balance comes is
that somebody's the Managing Director or the top dog then he can get another
£10,000 a year on salary on top but share equally in the business. I suppose
the problem with dead equal is you've got two of them say one thing and two
say another and you've got a stalemate. So it will probably be adjusted. I
haven't thought it througti.[ibid. p4].

Pressure to Formalise Ownership Transfer

In 1996 and 1997, the estate planning exercise initiated by the NED to minimise tax

exposure accelerated the spouses thinking on these matters and required some

decisions to be made. Prior to meeting the tax adviser, the founder had already

decided equal ownership in the future was non-negotiable. In one interview, with Si

present he made a point of stressing forcefully this would mean that Si would be

getting less when it was being transferred because he already had more than the

others (he joined the business at the outset as a 10% owner). This implies SI may

have been under the illusion that the first in, or longest serving family member may

end up with more, or that he felt aggrieved that this was not to be the case. This brings

into question the conversations that took place around the time the sons entered the

business: Si chose not to complete his doctorate and joined the firm as a 10% owner

who worked there and did not take a salary for two years. Apparently he had sent

funds home from his student grant to supplement the firm before he joined.

When these conversations took place, obviously nobody was thinking about it

becoming a sibling partnership with equal ownership someday. After the interview he

mentioned a customer in which the firstborn had been inheritor / successor for over

one hundred years, and that SI would like that to be the case here, but it would not.
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This implied Si had been labelled as greedy, and the tone of the father during the

interview was very critical. The founder was having difficulty matching the tactics

used over the years to attract family members and to grow the business with the

principle of equality of ownership to ensure that the sons share equally in the wealth

and that the "pesudo-sons" are included in the plan, but to a much smaller degree:

Interviewer: ... what led to the way that it's structured at the moment, the 10,
6,4or5% they have -
Founder: I think it was. if you think about it, it was age because Si was first in
and then S2 and then the other two were schoolboys and they came in later
on.
Interviewer: What made you change from iO to 6 and so on as they grew up
and came in?
Founder: I think it was shares that were available at that time because I did a
deal with other people that had shares in the early days of the company and as
I did a deal I put them for the kinds, but they were only kids at the time, we
didn't know if they were coming in but they are all in now and they are all
equal [B2N6IFI1 /p.7-81.

The founder used the research interview as an opportunity to press home his policy of

ace,ct ct as tt cortroUirg owner to make it c(ear that

any other expectations have been superceded.

The estate planning exercise also raised issues about other policies to do with family

involvement in the business after the founder's day. The family had regarded

gathering information on succession planning as an academic exercise, and had

therefore left it to SI and paid little attention to his ideas. Now that estate planning was

taking place, Si tried to ensure that even if he was unable to influence the Gi to G2

transition, he intended to take a more active line on the G2 to G3 transition, especially

in relation to how family members get to work in the firm. The founder had realised

how much was at stake in terms of wealth preservation from the tax man as well

preserving his total power over the firm. This meant Si's apparent superior knowledge

on the subject appears to have been interpreted by the founder as if it were a threat to

his personal power. From the tone that developed at this meeting, it seems the

founder did not want Si taking a leadership role in the decision making process on

these mailers, and that this was another manifestation of the power struggle taking

place between the two. The more Si sought out ways to carve out and develop his
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own area of expertise and become his own man, the more it seems his father felt

threatened and acted to undermine these efforts.

A the prospect of a change of government brought with it the threat for the founder

that his wealth, so carefully built and preserved in bricks and mortar, could be

significantly eroded by a new tax regime. To avoid tax, the technical solutions the

founder employed were not congruous with his values about wealth in the family and

how to get access to it: he had to give it away in order to preserve it.

On the one hand, he needed to transfer the wealth to his sons and pseudosons, yet at

the same time he was not ready to give them access to the wealth either through the

ownership sub-system or the compensation system in the business. Rather, the sons

came to know that to get access to more wealth, they were expected to use the family

sub-system to ask for perks and gifts. This effectively prevented the sons, and the

systems from maturing and growing up (i.e. separating) into responsible, independent

adults able to make their own decisions. The founder's dilemma was that he had to go

along with the legal requirements for transfer of wealth, yet somehow still retain total

control of both the business and his sons' access to wealth and their independence of

their father's paternalistic influence. The trust, as a container for the wealth

transferred, allowed the founder keep all his control mechanisms as they were, and

therefore did not upset any of his structures, other than to be a reminder of decline and

mortality.

This parenting aspect of these transactions also contained a dilemma: if he let his sons

grow up and make their own decisions while he was still alive, his task would then be

to face up to a late adulthood in which there was almost no life structure in place to

support such a life. Also as a parent, the founder and his wife both had upbringings in

which family business money was used to keep everyone connected. Those who broke

away became cut off. The siblings' access to wealth was a double-edged sword:

eventually it would bring power, and the parents feared that the siblings would embark
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on accelerated growth in the business with the result that their lives would be

overcome with business pressures rather than a balanced life, and they feared that

their thrifty values would be discarded: "you can only wear one suit". The equality

principle seems to be the parents' best hope for equal treatment of their sons, and for

ensuring debate amongst the siblings before any major decisions are taken.

There was a great deal of evidence to suggest that the siblings and non-family

directors were quite concerned about getting more value out of the business in the

form of compensation in the short term. Although the founder insisted that all directors

were on higher than market salaries and that "...the total package outside, they

couldn't match" [B2N6IF/1 p3], in fact the directors emoluments in the company's

annual reports show that director's salaries are relatively low and there is no pension

or health insurance in their terms. His working philosophy that "you get your jam

tomorrow" meant access to cash was restricted, but some day you would be well off.

After the estate plan was finalised, and he had transferred £12m to his family, he said,

Founder: I think basically we have always worked on the basis you'll get your
jam tomorrow and tomorrow never seems to come, but it has come now, it's
certainly come for me. It's also come for the boys because their salaries are
much more competitive. They, they earn what they deserve now.
Interviewer: So have the salaries increased significantly over the past years?
Fonder: Oh yes, every director of the company are on exactly the same
salary which sounds a bit funny but it's right because they weren't, they were
all spread over with NF2 at the top ...[B2NIO/M&F/1/p101

Although they were now equal, this did not mean it compared with the norm for their

industry. The NED, however, considered the directors' compensation in the firm to be

relatively low and was concerned at what would happen in the future, now the siblings

were "wealthy":

How will they take out more from the company? And I see another tension -
between the millionaire sons and NF2 and NF3 and several other very
important people in this company. I mean NF3 in particular is the key on the
software side along with other people and I see problems being once the sons
want to start living much more, er, extravagant or opulent lifestyle, the others
who won't be as wealthy and who certainly put as much into the company will
be hacked off. In terms of contribution, they're probably more important than
the four boys. [B2N1 O/NF4I2Ip1 3].

The founder had not yet found an answer to the issue of current and future liquidity for

owners other than this method of using the family sub-system of gifts and perks as a
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wealth regulator. He did not want people to sell their shares, ever, yet realised that

some people may want their money out. The pseudo-sons' reward is a good example

of this: clearly these people are expecting liquidity, and also expecting their loyalty to

be rewarded in some way. It is unlikely that the minority holdings provided in the trust

arrangements will meet these expectations. This was taken up with the founder and Si

in an interview:

Interviewer: So you seem are happy to go with the assumption that nobody will
ever want to sell their shares?
Founder: Yes
Interviewer: Is that something that you [asks SI] would feel comfortable with
as an assumption? I mean a lot can happen in the future to people -
Si: In the short term, and by short term I mean 5-10 years, I'm sure that's
correct. But the next generation down 20-30 years time I don't think that is or
will necessarily be the case...

SI did not want to speculate in front of his father on what would happen if a sibling

wanted to sell rather than pass shares on.

Founder: I think that's the biggest problem, trying to get the shares through not
to this generation but the next lot.
Si :That's I think the reason for doing the purchase of shares is that in the next
generation down, the people that are interested and want to work in the
business, then they work in the business and others have an exit so you don't
finish up with a lot of passive shareholders that are....

Founder: [interrupts] I really don't know how that's gonna work, I mean our
shares are not worth a lot because we don't have dividends and if you don't
have dividends - if one of your daughters marries a drug addict that wants
some money for his drugs and we don't issue a dividend he isn't gonna be
very happy is he? especially if your daughter's become a hippy and turns out
(inaudible) in the outback with him.
Si :That's the sort of reason why you want to get people like that out of the
company.

At this point in the interview, the father retorted sharply to Si's implication that the

current way of doing things was not good enough:

Founder:WeIl that's the next generation's problem I think
Interviewer: Are we talking about people working in the business or owning
shares in the business?
Founder: I think we are talking about both. I feel that some of my
grandchildren will want to come into the business and some of them definitely
won't want to come in to the business and if you're not in the business and
you've got a wealth in the family company I want some of that wealth from the
people outside and how we handle that I don't know. I think (inaudible) I mean
you can always change the conditions.
Si: I think you set conditions down that you intend to last for a long time.
Founder: The way I would like to see this is that nobody sells their shares or if
they do sell them they sell back to the company [ibid.plO]

341



It is clear from the approach taken to leadership succession that he was relying on his

own values about keeping costs under control rubbing of onto S3 in particular. A major

value for the founder and his wife was "don't spoil the kids with money", but the estate

planning process was beginning to threaten this and created a dilemma about liquidity

because he could not be in control of the rationing process after death. The passage

above shows the founder backing off at the thought of there being qualifying

conditions in the future for family members to be connected to the business, and the

fuzziness of his understanding about ownership. Since this would be an inevitable and

uncontrollable departure from his own multigenerational pattern, he is keen to pass

such problems onto others. Although the founder is attempting to apply the same

control on the emerging constitutional issues mentioned above, he was being

reminded by SI that he is running out of time, and can not expect to dictate terms

from beyond the grave. The founder's text suggests he is stuck on the matter - on the

one hand he wants to ensure that they continue his credo but on the other hand, he

dare not get into the process of negotiating this firstly because there has been no

history of mature debate amongst founder and siblings on serious issues in the

business context in which his views were not always upheld, and secondly because if

they did engage in the debate about how wealth and power should be decided upon,

and there was no collusion with him, where might it all end up? The family's values

about limiting access to wealth and power, and the dilemmas they had living them in

the context of a growing family and business became more critical as the estate

planning process unfolded.

6.3.6.10 Testing the Future Ownership and Leadership Structures

The prospect of a change of government and the tax regime accelerated the family's

exposure to questions and issues that not all family members were emotionally and

developmentally ready to get into. For example, the founder's wish for his sons to be

custodians of the wealth he created was not explored, because there was evidence

around that some of the sons, and the pseudosons would want liquidity for their

immediate and ongoing financial needs. Did the siblings really share their parents'
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custodial values or were they waiting to work out their own values once they had the

power to decide for themselves? This gets to the core of two key issues threading

through the life cycle of the new venture and contributing significantly to its strategic

drift: what business are they in and what are they in business for? This was explored

with the founder:

Founder: I don't mind people who are in the family keeping them but unless
we change our view on dividends, which we probably will in time, then can't
see any point in having shares if you don't get dividends. It's all right for the
wealth to grow but if you don't see it theres no point.
Interviewer: Does it depend on what you're in business for? If you're in
business to create something that's going to last for the next generation then
people may not mind it always being ploughed back in, but if you're in
business to create a return better than you would get on the markets then you
want the payback.
Founder: Yes that's not what we're in it for.
Interviewer: What are you in business for?
Founder: We're in it for growing the business at this stage but we've got a long
way to go and I think the investment in America is gonna be quite significant
and I think the returns in America will be quite significant that's where the real
future lies. And of course [NF5]'s gonna have one fifth of that company.
[ibid.pl 0].

However, rather like adolescent children (who often want to do the opposite of what

their parents think is good for them) the comments given by the siblings suggested

that they, and the non family directors really wanted to grow the business at a

significantly faster rate than the founder had in mind - even if it would entail raising

funds externally (this would violate the founder's finance policy). The founder kept an

iron grip on R&D spending and staffing, and used cash flow to fund property

acquisitions to choke the growth of the firm over the years. He did not want the firm

"running away" with the growth offered in the industry, and did not want his sons' lives

to be affected by the pressures he envisaged outside investors would bring. The

siblings were therefore having to make more sophisticated and credible arguments

when they pushed for growth in the firm, especially given the advanced requirements

of the US market. In terms of the "what business are we in?" question, it appears from

these insights that the siblings' view could be written as "its dad's business to do with

what he wants and what he can get away with, for as long as he has the control. Then

we'll be in the business of faster growth in this niche and get more value-out". The
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NED had started to think about this issue of what the family were actually in business

for:

NED: That's interesting because I think - [the founder] in a way, values the
family thing, maybe more than the four boys do, the family concept is
important to him because they don't get a great deal of income. They get a
reasonable income, but they're not living on a company director level, so it's
all been built up for them but they can't get at it. And that's going to be
increasingly a frustration. [B2IN F4/2/p6].

To what extent might the family values and principles currently espoused by the

founders (which will become their legacy) guide the actions of the directors when it

truly becomes a sibling partnership? If the NED's view that the founder "values the

family thing more than the boys do" is right, to what extent will the founder's attempts

to mould in S3 a replica of himself (a pseudo-parental lead sibling) assure the

continuity of his style and values, and foster family cohesion around creating

and sharing wealth (with restrictions)? Would any of S3's siblings (as an equal owner

and co-director) be willing to put up with their sibling asserting his power to continue

restricting growth, staffing for the sales function and R&D - when alternative power

sharing methods could be attempted by the board? S3's attempt in 1995 to assert his

position as "MD - elect" by making a major structural change in the business by memo

was met with reactivity and resistance and may be prophetic of the future under his

leadership. It is clear that the parents are worried about this, and that they oscillate

between the "top dog" leadership model for which S3 is being groomed, and the "all

equal requiring consensus" model.

The mother, for example, said S3 would have to be hard enough to control the non-

family directors who in her view did not have the acumen to guide the business. Asked

how they might foresee a major decision being processed by the siblings in the future

such as whether to raise capital for business expansion, the founders struggled to

predict what would happen:

Founder: You do need there to be someone to show the way.
Mother: [interrupts] You do need somebody, you can't...
Founder: [interrupts] doing everything by committee is not on.
Mother: You've got to have somebody who makes decisions and says that's
what we're doing and go for it. [B2NIO/M&F111p15].
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Interviewer: I suppose the question I'm really asking is - the sons as you know
them, will there be factions - a tendency for certain ones to support others,
how do you see that panning out -
Founder: No they don't. the one with the most push is S3 and S3 will need to
work very closely with SI. Si is as crafty as a monkey sometimes.
Interviewer: So if those two can work it out amongst themselves then their task
is to sell their ideas to the others.
Mother:They have been...

As was the case in other interviews, the parents deny that there may be problems with

their "model", reiterating the bit from their model that is missing in the next generation:

Founder: [interrupts] I don't think we've got any problems....
Interviewer: It would be interesting to see how they as a team would go about
dealing with a situation like that - "should we change the rule for this and see
where it takes us?" - how would you think they would handle a conversation
like that?
Founder: It depends what sort of teacher I am over the next few years because
they then have the responsibilities to make their own mistakes and I think I'll
teach them right. They would probably have the same attitude [as the
founder]. Entrepreneurial spirit doesn't exist. Maybe 83 might have a bit. [ibid.
p20].

Regarding the testing of the future ownership and leadership structures for the transfer

from Gi to G2, the founder is resting his hopes on ensuring he can institutionalise his

pattern of thinking. As an insurance, he selected S3 and began the process of passing

on his method:

I am teaching S3 to know what to look for but he is building his own respect,
he's quite hard [ibid. p12].

The mother, in turn, hopes that the values they used as parents have become

institutionalised:

I think there's a whole attitude to life - not how much money they've got but
how they can fund the life style they've got. None of them have excessive life
styles, they're just not that sort of people and as long as they've got enough so
that they can live in the way that they want to then I don't think they'll bother.
Interviewer: So it comes back to the values discussion we were talking about
before - where you've got the cushion of wealth, a reasonable standard of
living and nobody's really bothered about it after that? You're convinced that
that would endure?
Mother I'm positive.
Interviewer: What do you think [to the founder]?
Founder:I don't think there's any problems, the only problems you've got is the
wives and if the wives think
Mother: [interrupts] If the wives think they want a bigger house then that might
a problem but I think
Founder: [interrupts] No - we're going through that at the moment. S3 wants
to move and he needs some help and I'm helping him.[ibid.p21].

The founder and his wife are therefore gambling in the succession that their hopes will

be realised, and that the siblings will continue to live by replicating their model: i.e. by
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upholding the goals, structures and values introduced by their parents, rather than

work out their own structures when they have the freedom to do so. The founder was

of the views that as he was getting older, he was becoming less autocratic:

Founder: Yes we've gotta hand over a bit quicker, I mean everybody's said
that throughout my stewardship I've been autocratic... and I'm not as
autocratic as I used to be. I am giving other people responsibilities to do their
own thing.
Interviewer: [to his wife] Would you say he's not as autocratic as he used to
be?
Mother [Long silence. She does not reply]
Founder: [asks his wife] Do you think I'm autocratic?
Mother: [quietly] I don't know, I'm not saying anything . [B2NIOIM&F/p12-14].

Whether he is still as autocratic as he ever was probably depends on who in the

system is asked the question; what may be more meaningful would be to examine the

way in which the founder and others see his role changing, rather than his style. In

absolute terms, there is no doubt that despite the transfer of the MD title to S3, and the

transfer of wealth to the trust, there has been no transfer of power. However there was

a shift in the founder's approach with the siblings in that he was beginning to see the

inevitability of certain aspects of passing the baton.

After a year of being around the business, the NED commented that he saw the

founder's role being one of counter-balancing the siblings' and other directors' actions.

This took the form of challenging them to look at it his way and forcing them to through

his own (proven) system of checks and balances. The culture engendered by the

founder up until 1996 looked like see-saw which is overloaded at the founder's end. In

1996, triggered by the purchase of the leisure club, this began to shift and by 1997 it

may be the case that the sibling's end of a see-saw may be just starting to leave the

ground, but perhaps no more than that. The founder's counterbalancing approach is

described by the founder as "I have less hands on, less day to day responsibilities... I

think my job is to be the miserable old bugger and knock their heads together.

[B2NIOIM&Fl/p13]. How he does this can be seen in action in Appendix B2.lb, which

is an extract of his comments as they were noted directly from the Minutes of the

strategy review meeting a month earlier, in July 1997. The founder's statements show

how he keeps their feet on the ground by asking the cost-related questions and having
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them justify to him why additional funds should be spent anywhere. At the meeting, a

he made a bargain: they got the extra staff but they did not get the wage review

through.

By 1997, it was evident that this pace of change in the business environment was

testing the founders' values about wealth and power, and this was causing tensions

between and within the generations. There are glimpses evident that the siblings may

not espouse their parents values at all, seeking fewer restrictions on their access to

wealth and power. The absence of a process to work out what values the siblings wish

to preserve denies them the opportunity to learn what their own sibling partnership

constitution should contain to serve the duration of their ownership. There has been no

precedent reported throughout the case of a truly negotiated consensual decision

making process. The founder's hope is that his counterbalancing approach, which

sometimes forces the siblings to fight against him as if towards a common enemy, will

strengthen their resolve to agree on what to do with the business. As this offers no

guarantee to the continuity of his leadership style and finance strategy, he and the

mother have decided that to the extent they keep it all contained during their lifetimes,

they have achieved the part of the Dream they shared.

6.3.7 Conclusion

The notable features of this case are:

a) the parents' faith and reliance on their assumption that replicating the model that

worked for them in the past will work for the siblings in the future. Their "model"

included positioning S3 as the next autocratic leader who would continue to prevent

growth for the sake of it and keep the same approaches to cost control in place;

restricting access to wealth from ownership by limiting exit and dividends, and

sustaining the family pattern that linked membership of the family to membership of

the business (and thereby the adherence to the above rules) with the unspoken threat

of being cut-off if perceived as being disloyal. Although their model provides the next

generation with strong incentives to continue conforming with the parents' model, to do
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so would mean their continued compliance to rules that were out of touch with their

emotional and developmental needs.

a) The influence of multigenerational patterns of behaviour and reactivity: the

experiences of the founder and his wife in their families of origin whereby family

members were cut off from emotional and financial resources if they violated

membership rules led this family to upholding the rule rigidly. This led to anxiety being

bound in the families around a fear of poverty (in the sense of being either financially

and I or emotionally short of resources to cope with life). The founder and his wife also

extended these rules (and transmitted this fear and anxiety) to family members and

beyond to the pseudo-sons to ensure the skills the family and the business needed

could be retained without expectations of power. Despite the many crises the business

faced, no one in the business and family sub-systems was willing to forfeit their

careers and access to ownership by refusing to comply with the founder's expectations

of loyalty, after they saw that those who did transgress became isolated (NFl, and the

sales manager who resigned in 1990).

b) The business marriage and its impact on parenting: the balance of power in the

parents' marriage changed when they took on the rural hotel, such that the business

became the central focal point of their lives, rather than their marriage. When the

founder focused his energies on the business, rather than the marriage, it distanced

his wife, affecting her own functioning (depression) and meant their parenting together

was enacted in the context of the needs of the business to survive. This effectively

arrested the development of the sons at their adolescent stage, when they were trying

to establish an identity separate from their family of origin and its family business. All

the sons heeded the family call to re-connect when they diverted their own plans for

career development and entrusted their careers to their father in the new venture when

they entered the business. The frustrations felt by the sons during their adult

development periods since then imply that the unfinished work on this process of

achieving identity formation and separation (emotionally and financially) from the

family of origin may resume after the parents' deaths.

C) The prevalence of emotional triangles being activated to handle the founder's
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unitary control in their lives: Everyone affected by the founder's need to keep total

control over the business and the family (and pseudo-family) members needed a

means whereby they could cope with the reality of subordinating their lives to the

founder. The emotional triangles described below show how the system coped with

having to function around this application of power:

Founder.................................Spouse

Family
Business

Figure 6.2.6a
Insider / outsider triangle with the
founder using the business to
regulate his emotional contact with
his wife, leaving her on the outside
and having contact as determined
by the needs of the business.

Figure 6.2.5 Triangling patterns in Case B2

Figure 6.2.5a shows how the founder's wife became distanced and emotionally

isolated when the founder channelled all his energies into getting the rural hotel to

work, then to get the new venture going so that they could get out of the rural hotel.

Feeling emotionally isolated and unable to influence their situation, the founder's

spouse became depressed and unhappy with the quality of their family life. This led

the founder to work even harder and so the cycle was sustained. Finally, she found

interests of her own outwith the marriage, then moved their home back to England

where she could be closer to some of her grandchildren.

Figure 6.2.5b below shows the way in which SI (the eldest brother) and S3 (the

second youngest brother & successor) handled the tension between them over the

years. SI chose to leave his doctoral studies to join the firm as a 10% shareholder. His

shareholding was evened out when the trust was set up, ending any expectations he

may have held about reward for the early support of the new venture. S3 did not give

up a career as such to join the firm, and became a director and shareholder ten years

after Si. Over the years, SI was labelled as academic and lacked credibility in his

ideas. This meant he met with resistance from the system when trying to push his

ideas, and he recruited supporters to back his cause (consultant, NED). In so doing he
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a sibling partnership in the future.

Founder

Consultant
93

4.

Foun4V'\/'\ i

S3

also created distance between S3, with whom his father was colluding on changes to

the structure of the firm. This did not create a good basis from which to share power as

Figure 6.2.5b
Interlocking triangles around the
relationship between Si and the
founder:
1. to alleviate the tension

between himself and his
father, Si confides in the
consultant, whom the father
distances and keeps off the
board (i990-98).

2. In 1997, and anxious for
support on the board, Si
approaches his MBA tutor to
join the board as NED. The
founder knows Si needs a
mentor and recruits the NED
into the role of conduit
between himself and his son.

3. Si's approach to the NED
't	 cc'e&
S3 objected to the NED who
was seen to be "in Si's camp"
rather than as a neutral
adviser.

4. The tension between Si and
the founder is exacerbated by
collusion between S3 on
changes to the business, and
keeping SI in the dark about
them. This creates distance
between Si and S3.

e) The Subtlety of the Shift from Working Together to Passing the Baton in the

Business Family. In this case, the founder gave only a few signals that any change

was taking place that could be interpreted as shifting the succession from the Working

Together stage to the Passing the Baton stage. The transfer of the title of MD and the

transfer of the wealth into the trust did not lead to any transfer of power; in fact these

affirmed the founder's intention to hold on to power until death or insanity prevented

him doing so. The most noticeable changes were subtle: the acquisition of the leisure

club as his legacy when he was 66, and the acceptance at that time that he could no

longer deal firsthand with some sales negotiations led him to adjust the system to

accommodate the decline he expected (his father died at the age of 66).
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CHAPTER SEVEN

THE JOURNEY THROUGH THE GENERATIONAL TRANSITION:

DEVELOPMENTAL INFLUENCES ON TRANSITION TASK ACTIVITY

7.1 Introduction

The first research objective identified the tasks and issues to be addressed by the key

constituents in family enterprises in order to complete their generational transitions. This

objective employed a review of the relevant literatures and was dealt with in Chapter Two and

Chapter Three. It was shown that the context of a generational transition was made up of three

key dimensions: emotional, structural and situational. Change taking place in the situational

domain is a function of the emotional and structural change brought about when the family

enterprise system changes its overall governance archetype. Like pressing a master switch,

change at the whole system level triggers change in the constituent subsystems whose internal

structures are organised under the whole system archetype to allow the entity to exchange

resources with the environment.

The tasks involved in achieving this level of change depend on what structure the family

enterprise system and its constituent subsystems are moving away from and what structure is

being moved towards and is likely to be adopted for the next stage in its life-cycle. The nature

of governance archetype change was described in Chapter 2.5 (p.47). The tasks relating to this

level of change were shown in Table 3.4a, 3.4b and 3.4c (pp.86-88) and were discussed in

Chapter 3.7 (p.81).

The literature review therefore highlighted the best practices prescribed by seminal works in the

field at the level of the task environment in generational transitions and at the overall process

level for structural change in generational transitions. When the literature was organised into

the context for generational transition and the three key dimensions of this context, it suggested

that the nature of the work required to make change happen (i.e. the transition tasks) could be

defined by at least three factors. The first factor is the type of structural change needed to

either get the system back into balance again (whether to adjust the existing structure or re-
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create a new balanced structure). The second factor relates to the emotional capability of

individuals and of their families as an emotional unit to carry out the negotiation required to

change relationship patterns. The final factor is situational and refers to the stage in individual,

family and family-business life-cycle that each subsystem is moving away from and the next

stage that each is moving towards. Chapter Three described the tasks associated with

structural change at each of these levels in the family enterprise system, and at the level of the

whole family enterprise system.

The extent to which work gets carried out on structural change is known to be influenced by the

emotional context in which the work is being attempted. This is to do with the ability of

individuals, families and groups to adjust or change their functioning to adapt to different

circumstances in their environment. A change in one part of the system (such as a structural

change in power and hierarchical relationships in the family and the business during the

transition) requires an adjustment to be made in the system to keep the system in balance, If

this is not possible, anxiety escalates and has to be managed to avoid the system breaking up.

Managing anxiety can take the form of a minor modification in relationships to cope with the

change, or a transformation of relationships creating a new order in the system. Chapter 2

(section 2.3, p.14 and section 2.4.3.1 p.33) examines the emotional tasks facing individuals

and families when changes take place in the structure of their systems.

Objective two examines the approaches taken by different families to the steps along the

pathway of their generational transition. It examines how they go through the stages in the

transition process when the endpoint is a new governance archetype (as in a CO-SP transition)

and when the endpoint is a recycling of the existing governance archetype (as in a CO-CO

transition). This chapter deals with the findings of this objective and is in three parts, moving

from a wide lens to a narrow lens perspective.

Building a succession map' It starts by taking a wide lens view using Hollander's (1983,

p.198) terms in which usuccession is a piece of the management work which requires

planning and thought" to investigate how they went about the overall process and what the
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main stages were. It identifies the critical path or "map" used by the case studies to

navigate their journey and the main regions to be crossed to get to the destination.

Dealing with the terrain: The cases are compared and contrasted to take the analysis into

more depth. It identifies how each family managed their way across the transition journey,

that is, how they dealt with the terrain in each region of the succession journey. This

uncovered the work being done by individuals, families and their whole family enterprise

systems on sustaining or breaking down the deep structure holding together the

infrastructures of their lives and organisations. Each family was seen to pass through a

"transition cycle" containing a characteristic sequence of stages to be traversed. Embarking

on the transition cycle was triggered by prevailing conditions and events in the system

during the build up to the generational transition.

Getting to the destination: Further analysis of the case study material was carried out to

identify factors that lead to or prevent progress being made toward the destination. More

progress was seen when individuals and families were able to manage their anxiety when

they carried out the deconstruction and reconstruction work of structural change. The most

progress was made by those crossing the terrain when completing the tasks required

fulfilled two objectives for those involved simultaneously: the solutions being presented

were feasible for the succession and they fit with individuals' adult development needs at

that time.

Objective three investigates what factors influence individuals and their families to either

promote or prevent work being carried out on the tasks associated with their generational

transition. The analysis for this objective is dealt with in this chapter and continues in Chapter

Eight, where the analysis shifts from macro to micro analysis. Chapter Eight investigates the

influence of emotional dynamics amongst individuals and family members on decision-making

and task activity during these specific life-cycle periods when ownership and leadership were in

transition.

The second research objective was refined into the following sub-objectives:
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2.1 To examine the chosen critical path taken by family-business systems through the

succession journey and to identify the succession outcomes achieved.

2.2 To investigate the processes used by key individuals and by families to manage the

structural change required throughout their systems during ownership and leadership

transition.

2.3 To identify and investigate the influence of specific life-cycle developmental pressures upon

decision making and task activity by key individuals and families during the change in

ownership and leadership of their family enterprise system.

7.2	 Sub-Objective 1: To examine the chosen critical path taken by family-business
systems through the succession journey and to identify the succession outcomes
achieved.

This section presents an analysis of the critical pathway taken through the ownership and

leadership transition period by the five family-business systems studied. The choices made by

the systems in the cases studied at each stage in their succession journey are recorded as

coordinates on a "transition map" so that comparisons can be drawn between this research and

best practice described in the literature (p.63).

The concept presented here from the macro level analysis is that of a transition map which sets

out the main regions to be crossed during the succession journey from one form of ownership I

leadership to another. The regions correspond to the stages and transitions model first

presented by Desjardins et.al., (1998). The transition map plots the timing and sequence of

choices and task activity carried out overtime. This allows comparisons to made of the systems

observed and a comparison of the emerging pattern of activity in the cases with best practice

described by these authors, and by Lansberg (1999) and Ward (1987).

As described in the literature review, firms demonstrating best practice in their approach to

ownership transition should go purposively through the following phases (Fig 7.9a). The journey

may not be necessarily linear, as there may be some backwards and forwards movement

between phases, but the general direction taken follows the sequence below.

building developmental readiness
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Level of
Change

2. the trigger

3. disengaging with the old structures, dismantling old ways of doing things

4. exploring the Dream and exploring the feasibility of options for future structures in a

circular process until the most likely structure to be adopted starts to emerge

5. making a choice about the structures to be adopted for the future

6. making a commitment to the chosen structure; moving on under the new regime.

Under this model, the system emerges intact at the end of the process because it has found a

way of balancing the resistance to change with the push or impetus for change. This occurs

when the adult development needs of both generations are in alignment, and the family are

able to cope with the iterative process of learning and re-defining how their system will work in

the future. When these factors are in place, the individuals concerned are committed to the new

structure because they have evidence and experience that it is feasible, and the transition

process is able to achieve closure. This is shown diagrammatically in Figure 7.1.1 below.

Phasel 2	 3	 4	 5

Time
Model: Balance of impetus and resistance

Generational alignment & congruence
Iterative process leading to provisional changes
Closure & commitment to new structure

Figure 7.1.1 Critical Path Model for the Transition Journey.
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It is well known that some successions go awry. The model predicts that this may take one of

two forms, shown in Figure 7.1.2 and 7.1.3. Figure 7.1 .2 demonstrates a system in which there

is too much resistance relative to the developmental pressure within the system for change.

This occurs when there is misalignment of adult development agendas. If those in power

continue to resist, others have no choice (unless they leave) but to acquiesce to the choice of

structure that has been made. This choice is premature (there has been no exploration of

whether it fits with the Dream of those who will govern the system in the future), so the

commitment is false and the system is likely to disintegrate in the future.

asel 2
	

4
	

5

R
	

T
	

Old
Structure
	

Structure

Time

Model Showing Imbalance:
Resistance overwhelms impetus for change
Generational misalignment
Premature choice \ False commitments Disintegration.

Figure 7.1.2 Critical Path Model When Resistance Overwhelms The Pressure for Change

The model also predicts an alternative journey to possible succession failure (Figure 7.1.3)

In this case, exploration goes on too long, possibly because no structure can be agreed that

would fit with the Dreams and aspirations of those involved. This would be the case when adult

development agendas are misaligned. Here, there is no commitment and therefore no closure,

353



Level of
Change

so the old, unsuitable structure continues. This is not feasible for the long term and the system

is likely to break down.

Phasel	 2	 3	 4	 5

Time
Model Showing Imbalance:

No commitment to new structure.
No closure of the transition - likely disintegration
Generational Misalignment Incompatibility of Dreams
Resistance overwhelms impetus for change.

Figure 7.1.3 Critical Path Model With No Commitment or Closure In the Transition

The key finding to emerge from the analysis of these cases is the consistent pattern of

deviation taken from phase 3 in the transition map above by all the family-business systems in

the cases studied (Figure 7.1.4 - 7.1.8). The best practice model (Figure 7.1.labove) implies

that the trigger should lead into a period in which the old system is dismantled

(disengagement). This gives way to a period in which the individual and collective Dreams of

those involved are explored to allow feasible options for a new structure to be tested. However

it is clear that a very different route in the transition journey was taken in all the cases studied in

this project. Whether the goal was a CO-CO or CO-SP transition, all cases went into the stage

of choice first rather than last. The Choice stage took place at the same time as the trigger

(cases Al, A2, A3 and B2) or in the case of B2, where a choice was made even though

readiness was not yet sufficiently in place. The critical pathways taken by each of the cases is

discussed below.
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Case Al

Figure 7.1.4 shows the journey that is still underway in Case Al during the second CO-CO

transition. It is clear that no choice has been finalised and no commitment has been made yet

to the structure proposed by the father of joint ownership between the sons, because the

successor does not want to have his brother as an inactive owner in the system. This has been

going on for over two years, so there is a danger that this system could drift into disintegration

(Figure 7.1.3) if the task of ownership transfer is not settled between the father and the

successor.

Case Al: CO-CO Transition

Phase 1 2
	

3	 4	 5

1984-94 94	 95	 97 --->

Al:	 Balance of Resistance and Impetus for Change
Generational Alignment
Choices provisional, no commitment yet.

Figure 7.1.4 Case Al: Critical Path of Succession Journey: No Commitment Yet to a
New Structure
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Case A2:

Unlike Case Al, Case A2 illustrates a failed succession. (Figure 7.1.5) Although the successor

was assured of total ownership (confirmed in the will) and leadership of the business, he came

to realise that he wanted a more satisfactory career, social and family life than was possible

under his father's authoritarian regime. When he realised that his father's resistance to his need

to explore how the family business could help him achieve his Dream was too strong (for the

father and the board it was too risky to give up power), it became clear that he could not

commit to the Choice made by the father and the succession failed when he left.

Phasel 2	 3	 4	 5

Time

Model Showing Imbalance:
Resistance overwhelms impetus for change
Generational misalignment
Premature choice \ False commitment Disintegration.

Figure 7.1.5 Case A2: Critical Path of Succession Journey of Failed Succession
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Case A3:

Case A3 (Figure 7.1.6 below) appears to have reached the point that was a danger for Case

Al. The Dreams of father and son seem incompatible, and the system has been unable to

achieve closure because no feasible structure has yet been found to which the family can

commit itself. Ownership and leadership are still undecided, and the founder's fear of retirement

is hidden beneath the concerns held by the family about the successor following his accident in

1994. The founder has put back his retirement another five years.

Case A3: Co-CO Transition 1990 -98

Phasel 2	 3	 4	 5

1970-89- 90	 94	 95	 96	 97

A3:	 No commitment
Incompatibility of Dreams
Resistance overwhelms impetus for change.

Figure 7.1.6 Case A3: Critical Path of Succession Journey With Ongoing
Lack of Commitment to New Structure.
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Case BI

Case BI (Figure 7.1.7 below) is a CO-SP transition showing a similar pattern to A2. In Bi, the

father made a premature Choice of early retirement and transfer to his son as controlling

owner. However as his daughters came into the business and committed themselves to

successful careers in the business, it became clear that the father's choice was not feasible for

a sibling partnership. Realising that he did not have an identity or a satisfactory life outside the

business, and that his chosen structure was not workable for a sibling partnership, he put off

retirement indefinitely. In adult development terms, the generations were out of alignment. The

developmental pressure coming from the next generation could not match or surpass the

resistance from their father which he focused on keeping the structure intact. The old structure

was still firmly in place three years after the stated retirement date. Whereas the successor left

in A2, at this stage in their journey, the next generation siblings in Bi still feel confident that the

rapid growth of the business will bring the opportunities they seek to fulfill their aspirations in

the family business.

Exploration

/_
Dream	 - Feasibility

Case BI

I

Level of / R
Change

m
0.

R

C
0
M
M

T
M
E
N Old
•'	 Structure.

T
1980-94 95	 96	 97

BI:	 Resistance overwhelms impetus for change
Generational misaglignment
Premature choices False commitment.

Figure 7.1.7 Case BI: Critical Path of Succession Journey With Premature Commitment
to New Structure.

358



P

Level of
Change

Case B2

Case B2 is a more advanced case of the premature commitment to the founder's choice than

was seen in Bi, but none of the succeeding generation members have left the family business

yet, as was the case in A2. The founder's firm resistance to any change in the structure he had

chosen (other than minor adjustments to assist with the logistics of the business) could not be

matched by the developmental pressure coming from the next generation and the non-family

directors. This being so, there was false commitment to the founder's structure, taking the form

of political in-fighting and intense sibling rivalry. The siblings have not had the opportunity to

explore whether, and I or the extent to which their own aspirations for life could be met by

owning the family business and working in it together. There was talk of the siblings growing

the business even more rapidly after the founder had gone, suggesting that his structure would

be quickly broken down. The critical path model predicts this may lead to disintegration of the

system because there has been no prior exploration and testing of the feasibility of their way of

structuring and running the system.

Case B2

1980-90 90	 92	 96	 97 .............

B2:	 Resistance overwhelms impetus for change
Generational incongruence
Premature choice \ False commitment.

Figure 7.1.8 Case B2: Critical Path of Succession Journey With Premature Commitment
to New Structure.
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Figures 7.1.4 —7.1.8 all show that the founders imposed their structure on the system at the

time the trigger initiated the transition, thereby choosing the succession destination without

going through the work of re-structuring and testing the feasibility of system under the new

leadership and ownership governance archetype. What happened after the trigger to bring

about a short-circuit in the prescribed succession journey? In order to explore what would lead

the entire research sample to consistently deviate from the path of best practice, two questions

are asked:

what kind of pressure was building in the system causing the trigger; and

ii.	 what was happening to the deep structure of the system during this period of situational

change in the generational transition?

Question ii above will be explored under sub-objective two in section 7.3 below, To answer the

first question, further analysis took place on the events and issues triggering the generational

transitions in each case (Table 7.1).

Table 7.1 Temporal and Environmental Triggers

Case Temporal Influences	 Environmental Influences

Al	 G3 joins the firm (1984)
General Election (1979)

Al	 Angina attack (1994)
MD Title transferred to G3 (1997)

A2	 Heart attacks (1990)
Resolution to start a family(1 996)Offer of sale fails (1997)

A3	 Age 60 transition (1 989-91)
Trust dissolves (1990)	 Road accident (1994)

Bi	 50th Birthday (1992)
55th Birthday (1997)

B2	 Father's death (1968)
Spouse depression (1975)	 Cash flow crisis (1990)

Purchase leisure club (1996)

The table shows that transition task activity is mostly triggered either in response to the impact

of unanticipated events affecting the family (illness, accidents) or to issues taking place in the

lives of individuals (significant birthdays, adult development transitions requiring personal

issues to be addressed). Time-limited temporal events such as general elections and the timing

of a trust deed dissoMng also triggered action, but only when allied to the undeniable pressure
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for adult development work for which the individuals concerned were sufficiently ready to

respond. In case A2, for example, the combination of the successor's wish to create a home

and family life independent of the family business and the offer of sale of the business falling

through collectively triggered his resolve to leave the firm.

These results suggest that a system's jump from the readiness stage straight to the choice

stage (without first going through the process of disengagement and identifying feasible options

for the future) is a normal reactive response to the anxiety created by the circumstances around

the trigger event. It leads to a temporary alleviation of anxiety (a period of relative calm) in

which the system is relieved that the senior generation in ownership and control has made a

decisive response to the situation and once again asserted their authority. However, this relief

was short lived because the exploration phase either did not happen, or it did not lead to

disengagement and assessment of the feasibility of the new structure, much to the

consternation of those in the system who were truly ready for change.

The exploration phases observed in the cases (described in section 7.3 below) were fragile

because other constituents in the systems came to see that their hopes and expectations for

change would not be realised unless the senior generation members were willing to shift their

views and begin a true transfer of power and leadership. The choices made by all the

controlling owners in the cases after the triggers that initiated the transition amounted to an

emergency tactical response to alleviate anxiety and to get the system back under their control.

It was not a strategic response in so far as it did not lead to the kind of work being done which

would seek out feasible options for future structures. Whether strategic or reactive, it was a

consistent phenomenon in these cases and is worthy of further study.

It is clear from the analysis of succession activity using transition maps for the case studies that

when the seniors collectively rushed into the choice stage of the transition process, the whole

process experienced a false start and was setback either permanently (A2), or temporarily (all

other cases). The time remaining in which to achieve the best possible succession outcome

was now diminished. Since the rush to make a choice, is evidently a relatively common

361



approach made by controlling owners, and since the consequences of this approach are

severe, further analysis at a micro level was required to explore the emotional basis underlying

the seniors' anxious reactivity to the trigger events and circumstances (Chapter Eight).

7.3	 Sub-Objective 2.2: To investigate the processes used by key individuals and by
families to manage the structural change required throughout their systems
during ownership and leadership transition.

Sticking to the metaphor of the "succession map" for the journey to be taken by families through

their generational transition, section 7.2 above identified the regions contained in the

succession map and the families' approach to navigating the map. In navigational terms, Case

A2 went off course as the succession failed, and the other cases showed signs of variation

from incomplete exploration to drifting, both of which threaten to take the systems off course in

the future. If the navigational error is made at the time of the trigger, it seems the generational

transition may be knocked off course at this early stage in the process. Whatever course they

were Qfl, the impact of time moving on meant that the transition continued to unfold and take its

course.

This section moves on to investigate how the family enterprise systems dealt with the terrain in

the regions of the succession journey. This means how key individuals in the systems and the

families managed themselves as they did the work of each phase or region in the metaphor,

then moved from one phase of activity (region) to another. The analysis investigated the work

being done by individuals, families and their whole family enterprise systems to manage the

structural change required throughout their systems during the transition. This work was

focused on sustaining or breaking down the deep structure holding together the infrastructures

of their lives and organisations.

One of the methodological issues emerging from the use of a longitudinal study with a systems

approach was where to set some boundaries and limits on data collection. Family systems
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theory regards the functioning patterns of previous generations as a prime indicator of current

and future functioning in the present generation, so it was necessary in the interviews to gather

family histories where possible, and to explore the patterns of family and business decision

making in the past. Analysis of general systems behaviour requires data to be collected about

those who occupy constituent positions in a system and on the performance of the system as

an entity itself in relation to its environment. To accommodate this need to record data on the

activities of sub-systems and constituents over long time frames, a timeline was constructed for

each case in order to plot the timings of events arising throughout the life-cycles of each

system.

There are two key findings to emerge from the analysis and presentation of the data using

timeline-histories of the life-cycles of families in business:

at the level of the entire family-business system, there is an observable sequence of

alternating periods of stability and change in the deep structures throughout the life

cycle so far in every system studied. This has been named "the transition cycle".

2.	 there are qualitative differences between these eras of stability and change in the

whole system that influence when and how work was carried out in the task

environment, and therefore influenced the outcome and direction of the succession

period so far.

These findings will be discussed below. First, an analysis is given of what took place in the

cases in overall process terms. Then, a wide lens view is used with Cases Al, A2 and B2 to

illustrate the overall process at the entire family-business system level. The three cases are

representative of the variety of transition activity taking place in the whole sample. They show

the common pathway taken by the all the cases studied through the transition and illustrate the

very different outcomes achieved. Al and A2 were CO-CO transitions in which Al completed

the leadership transition but was not able to make progress with the decisions required for

ownership transfer. Case A2 had made the decisions required for ownership transfer but was

unable to make progress with the transfer of leadership and control, and the succession failed.

Case B2 was a CO-SP transition; it demonstrates how this type of succession is much more
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complex than the CO-CO type in which there are no other siblings to bring into the discussions

or the decisions. B2 shows how the transfer of leadership brings in all the issues seen in the

CO-CO cases about the difficulties the senior generation can face when transferring power,

with the added issues of how the power is shared amongst siblings, and how they function

politically as well as operationally when working together. It is apparent that the transfer of

ownership is more complex too when there are more people in the system inside and outside of

the family group, and there are also concerns to face about what may happen if there is further

ownership dilution if or when the business is passed to the cousins. All three cases

demonstrate the powerful impact of each family's culture on the decisions made and the

outcomes achieved. They provide examples of the stability-transition sequence experienced in

all five cases and of the factors influencing the shift from one to the other. Having highlighted

these sequences, an overview of their occurrence in all five cases is presented in tabular form.

7.3.1 The Transition Cycle: Process Analysis at the Family Enterprise System Level

This section describes (in structural terms) the stages that the case study firms were seen to go

through in their journey during the generational transition process: what they did to deal with

the type of terrain to be crossed. Details from the cases to support these findings are presented

in the case study illustrations in section 7.4 below.

7.3.1.1 Stability

As mentioned in the literature review (Chapter 3.2.1, p.57), "stability, in developmental terms,

is regarded as a time when the system is relatively calm because work is being done to build

and strengthen the structures that were chosen to serve the system for its next period of

existence. In family enterprise systems, stability was shown to mean that the chosen strategies

for business growth are actively pursued in the business subsystem, that the chosen

organisational structures of power, hierarchy, function and communication in the family

subsystem are kept intact, and in the ownership subsystem, the current ownership I leadership

model is left alone. The transition literature also pointed out that changes continually taking

place in the environment eventually mean that the structure holding the system together

eventually becomes outmoded, and unsuited to the current reality. The findings from the cases
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in this study confirm that natural developmental pressures continued to build up in the lives of

all the constituents and in the environment, moving the existing structure towards

obsolescence. Development pressures pushed the system irresistibly towards the time when it

would again have to modify or change the structures holding it together to survive in the next

stage of existence.

Pressures Building During Stability Phases

In the case studies, individuals in subsystems accumulated learning during the stability stage

about how effectively their own life structure and the structures around them in the family and

business were serving them as time went on. Pressure came from a number of sources to

consider changing these structures. It came from their own learning about what was workable

and what was wasteful, from the changes continually taking place in the social and business

environment and from their own maturation, whereby the relative importance given to issues in

their lives changed in significance.

Resistance to Pressure to Break Down the Structure

Successors, for example, came to regard the task of achieving credibility as managers and

directors as a significant one: its time had come and they were ready to see change in the

structure to shift the dynamics of power with the senior generation. However, varying degrees

of resistance by the senior generation to this pressure to change the chosen structure was

evident in the cases. This was seen when the senior generation denied the need to transfer

power, or when delaying tactics were employed. In Case BI, the acquisition re-invigorated the

senior generation, who had already ignored two retirement dates. Unlike Case BI, the senior

generation in Case Al used the acquisition as a learning vehicle for his son. Here, the father's

resistance to changing the prevailing structure operated at the ownership level.

At the start of the stability phase, pressures for change were small because the structure had

been recently formed to match the environment. In Case A2, for example, when the successor

joined the firm, even though he had the title of finance director and successor, he did not push

for power on the board. Five years later though, when the son was ready to assume more
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responsibility and wanted support to diversify the firm's interests from its heavy reliance on a

weather dependent market, the power struggle between father and son and between the son

and the board was intense. The father, and his allies on the board were holding onto the

structure the father created, but since it could not deliver the son's aspirations, he pushed hard

for change, effectively chipping away at the structure to break it down. It became harder for the

father to resist as the stability period ran its course, because life (his and his son's own

learning, maturation and the impact of environmental changes) had moved on.

Unlike Case A2, the successor in the second CO-CO transition in Case Al had a less stressful

stability period: the pressure for change gradually built in line with the successor's development

as a leader and his father's apparent willingness to transfer power.

7.3.1.2 Triggers Initiating Breakdown of the Structure

Systemic resistance to developmental pressures endured in the cases only until such a time

when something (a temporal or environmental event) triggered off a response whereby some or

all of the system moved into a period of transition because the old structures were no longer

serving the system well. From the perspective of adult and group development theory, the

purpose entering a transition period is to provide the opportunity for change or modifications to

be made to the structures that were chosen during the last transition time by the system to

serve it throughout its next developmental phase.

The systemic changes that took place in the cases in response to such pressures served either

to maintain equilibrium in the system or to punctuate" the equilibrium and engender

fundamental change. In Case B2, a turbulent equilibrium was maintained in the system until

1997, when the change of government triggered change. By contrast, the equilibrium was

maintained in Case A3 until the founder's 60th birthday, which brought about some adjustments

to their structure as it influenced the successor's entry to the business. Table 7.1 above

examined the sources of trigger events and pressures noted in these cases.
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7.3.1.3 Evolutionary and Revolutionary Development Activity Types in Family Enterprise
Systems

From the findings in this project, two types of developmental activity at the level of the whole

family enterprise system became evident. What type of activity a given system was engaged in

depended on the nature of the developmental work carried out during the transition and the

outcome for the whole system. Evolutionary developmental work involved minor adjustments

and building on the chosen structure. Revolutionary development work involved re-construction

of the old structure to create a new structure. Evolutionary and revolutionary activities were

found take place at specific stages in the transition period after the trigger.

7.3.1.3.1 Evolutionary Developmental Activity and the Resting Period

In evolutionary developmental activity, incremental change such as personnel changes or

minor modifications in the deep structure of the system took place, often amidst high levels of

anxiety and distress during crises in the business or in the family sub systems. Despite the

often acute levels of anxiety and distress which prevailed, the work carried out and the outcome

achieved for the system amounted to no fundamental changes to the deep structure of the

system or subsystems being made. That is, a choice was made by the system to continue with

the way in which it was organised to exchange resources with the environment. These were

fundamentally kept the same as they were before the trigger and its aftermath led the system

into transition and raised expectations of change. For the senior generation people in all the

cases, their anxiety level after being triggered into a transition period where there was a lot of

energy focussed on change was so high that they acted in a way which would reduce their

anxiety: by re-connecting with the old structure in which they felt secure and in control. Then,

as the post-trigger period unfolded, it inevitably became obvious that the old structure was no

longer tenable. The post-trigger period was therefore like a hiatus or temporary resting point for

the system as a whole.

7.3.1.3.2 Revolutionary Developmental Activity

In revo!utionaty developmental activity, the structures that served the entire system in the past

were re-appraised and to a greater or lesser extent dismantled. New structures were tested and
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chosen by key individuals in the system. In cases where revolutionary development activity

took place, the family-business system was substantively different at the end of the transfer of

ownership and leadership transfer in terms of its deep structure and functioning than it had

been at the beginning. Revolutionary development activity was not completed in the case

studies other than in Case A2 although this could be due to the data collection period ending

before the cases completed their ownership and leadership transition periods. Families found

themselves experimenting with revolutionary activity in Case A3 (where the founder had to

decide if his son should succeed him or not), in Case Bi (where the father had to consider re-

configuring his succession plan to incorporate his daughters) and in Case B2, (where the

purchase of the leisure club outraged the board, yet signaled the onset of some sharing of

power). Revolutionary development activity came about when the emotional functioning of

family systems was able to cope with embarking on the re-negotiation of family relationship

patterns and hierarchies. This is explored in detail in Chapter Eight.

False Starts

The evolutionary periods observed in the cases did not result in alternative ways of functioning

or succession outcomes that were substantively different to those evident prior to the transition.

To the extent that no progress was made after the trigger event towards change in the

structures of subsystems, evolutionary activity appeared in each system to function at least on

the surface as a 'false start" or resting period in the ownership / leadership transition period.

Unless the desired outcome of the entire system was a structural and functional continuation of

the system as it was prior to the transition (as shown in the first CO-CO transition below) then

at some stage later in the entire transition process, the systems observed had to come back to

the point again where the resting period ended and something else triggered off another phase

in which they made a second attempt to do the work required. In Case Al, during the first Co-

ca transition, the change of government led the founder to announce his retirement 'for tax

reasons". However, he was not emotionally ready to retire and continued as before in the

business after the retirement date. His son, who was by now in his mid forties, had raised

expectations of power and had to come to terms with his disappointment at the false start. In

case B2, a sales crisis and other difficulties led the autocratic founder to commission a report
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that recommended professionalisation. The sons and non-family managers welcomed the

findings as they were ready for change, but the founder refused to take on the

recommendations. Nothing substantive changed for nearly five years, and those in the system

had to absorb the anger and frustration that came about when their excitement and enthusiasm

for change was soured.

The function of the "false start" or resting period appeared to be to alert the system to the

prospect of forthcoming structural change, perhaps revolutionary change, so that those

individuals involved could assess and prioritise their developmental imperatives. In each case,

entropy (in the form of pent up frustration) was released from those whose eagerness for

change was not matched by the timing of it. The false start showed that despite the initial

trigger event, there was still not a critical mass (in the form of sufficient readiness" to do

developmental work) in the system to push it towards the next stage in the journey. This would

require key individuals to undertake exploration of alternative structures and systems,

depending on whether the transition would involve evolutionary or revolutionary work.

At this point, those in the system with high expectations and readiness for change were found

to be crushingly disappointed with the lack of personal gain for the effort they had invested in

their pursuit of change. Individuals were seen to retrench and to consider their own

developmental agenda and to come to terms with the consequences of whether or not it could

feasibly be achieved in the family business. This period of retrenchment became for them a

dissatisfying resting period in which those concerned buckled down to the work at hand before

the transition resumed again. Their tasks for this period were concerned with a tentative testing

of alternatives to parts of the deep structure whilst waiting for the resistance to exploration of

these to reduce.

7.3.1.4 Choice, Commitment and Closure

None of the cases were seen to go through the prescribed route of best practice in which

exploration would take place and the feasibility of a new or modified structure would be tested.

Although the phases of choice, commitment and closure existed as regions to be crossed in
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their transition maps, only Case A2 did this, and only then because the succession failed. For

Case A2, the choice of structure (governance archetype, ownership, business and family

structure) was decided unilaterally by the father during his illness. Premature commitment

enforced the choice on the system and led to premature closure. Since the successor still had

developmental work to do, despite the prevailing structure, in order to structure a satisfactory

life for himself, this was untenable and he left. All the successors in the other cases were

struggling with the terrain in some shape or form like the struggle that had taken place in A2.

Either they had not been able to resolve it, and were drifting (possibly Al and Case A3), or they

were simply acquiescing to a structure to which they were not committed in the hope that the

future would bring other opportunities to test an alternative structure, and in the hope that it

would not be too late then to make it work (Cases Bi and B2).

7.3.2 Deviations from the Best Practice Succession Journey

The alternating and sequential changes from eras of stability to transition, and the qualitative

differences between these periods found consistently in all the case studies are both consistent

with the findings of Levinson (1978) at the level of the individual, Gersick (1988 and 1991) at

the level of groups and Desjardins et. al., (1998) at the level of the family enterprise (Chapter

Three). The findings integrate and expand on these theories by providing a macro level (entire

family-business system) perspective that explores the progression between CO-CO and CO-

SP transition period phases in more detail than has been reported before, and the results relate

the activities within the constituent subsystems to their succession outcomes.

It is apparent from these cases that families in business do not often follow the model of best

practice through the succession process (Figure 3.1, p.53). These findings suggest that the

systems in the cases observed initially sought a route of least resistance through the

succession process. This led them into a "transition cycle" initiated by a trigger then leading to a

resting phase, then to a second period of developmental activity (evolutionary or revolutionary)

to complete the transition. Having to undertake the work of exploration during the second

period rather than the first meant that more work was created by the need to backtrack. This

was most often the case where the adult development life stages of key individuals were not in
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alignment and this is explored in depth in section 7.4 below. Having to backtrack meant the

work was being addressed often under conditions where anxieties were higher because time

has been lost and may be felt to be running out. This seems evident from the consistency of the

"transition cycle" that was followed in all the cases (Figure 7.2 below).

Developmental
Activity

> ACT1ce
(?a!se start') 	 xploration

A	 trigger
Resting Phase	 Commitment

> (trigger)
Stability

Stability

time

Figure 7.2 The Transition Cycle.

The emotional basis for this circuitous approach to the journey through ownership and

leadership transition is explored in the next chapter. The rest of this chapter contains detailed

accounts from some of the cases chosen to give a representative illustration of the alternating

periods of stability and transition over the life cycle, and the general process observed

throughout the whole research sample. The cases illustrate the influence of developmental

factors on the choices being made by systems about their preferred destination and their

influence on the type of journey made to reach their destination.

7.4	 Sub-Objective 3: The Influence of Specific Life Cycle Developmental
Pressures Within Family-Business Systems on Decision Making and on Task Activity
During Transition Periods: Case Study Illustrations

7.4.1 Case Al: Dealing with 2 qualitatively different succession transitions:

(I) A CO-CO transition and

(II) A CO-CO or CO-SP transition?

Figure 7.3 and 7.4 contains the timelines for the two successions that have taken place in the

history of Case Al. They illustrate the periods or eras of stability and transition over the life
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cycle of the business so far. The diagrams show how each of the sub-system constituents has

its own life cycle and they map these against each other over time to explore the timing of

developmental activity in the transition period. In its entirety, Case Al illustrates the shift of an

entire system from a period of stability from its inception into the transition cycle (triggered in

1979). The choice of structure for the next phase was quickly made, then a resting period took

place between 1979-1 983 during which time the founder resisted work being done to

implement the stated choice. A lot of activity then took place rapidly in 1983 before completion

of the ownership and leadership transfer in 1984. Between 1984 and 1994 there was a long

period of settled stability followed by the same transition cycle sequence. This was triggered in

1994 when the choice of structure was quickly made, followed by a resting period between

1994-95. Since then, activity was focussed on exploratory testing of the chosen structure until

the transfer of the title in 1997 (Figure 7.5 below).

Developmental
Activity

Stability

> AChoice
(?alse starr)	 xploration

(trigger)
Resting Phase	 Commitment

> (trigger)
Stability

i transition cycle 1961	 79	 84	 84
2nd ransition cycle 1884	 94	 95	 ongoing

time

Figure 7.5 Case Al: Transition Cycles.

At the level of the business subsystem, the timelines show that the business system went

through its own period of "evolution and revolution" (in the Greinerian sense), largely following

opportunities and threats from the economic environment. As an entire family-business system,

Case Al was hit by two periods of crisis during a twenty year period (1 978-1998). Both crises

were preceded by the incremental build up of pressure for change emanating from each of the

constituent sub-systems: i.e. from the business life cycle, from the family life cycle and from the

life cycles of individual family members. Both crises are also characterised by changes in the

business environment requiring responses (continued loss of growth opportunity due to

stagnation of leadership in the first crisis and the need for a swift decisive competitive response
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to competition in the second). However, neither of these business subsystem factors were

sufficient to bring about the readiness for change of sufficient magnitude to push the entire

system from a period of stability into one of transition.

7.4.1.1 First CO-CO Transition

The general context for this generational transition and the significant events taking place in it

were described in the Case Study in Chapter 5, section 5.2.2.3 (p.144-148). This analysis of

the adult development activity taking place in the situational dimension of the transition requires

an overview of the way in which the adult development life-stages for both generations intersect

(Figure 7.6 below)

55-60	 60-65	 65+
Culmination of	 Entering Late	 Late Adulthood
Middle Adulthood Adulthood

Age of Father

Figure 7.6 Case Al: Life-Stage Intersect of Father and Son in First and Second
CO-CO Transitions

The trigger for the first transition cycle of 1979-84 was environmental in origin: a change of

government in 1979 led the founder (Gi) to announce his retirement for tax reasons. However,

he remained in situ and there were no changes to the structures of the constituent systems at

all (a false start). A resting period ensued in which GI remained connected to his own life
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structure and resisted any exploration of his chosen structure for G2 (the son) and the

business. However, developmental pressure continued to build up between 1979 and 1984 in

the other sub-systems: by 1984 G2 was 48 years old and had been humiliated and undermined

by his father for a number of years. He had been waiting a long time to make his mark in the

business. In terms of his own development, he was now entering middle adulthood without

having completed satisfactory work on Becoming His Own Man in his late 30s and early 40s,

and without having resolved the dilemmas he had during his mid life transition about the

unsatisfactory progress of his career structure.

Between 1979 and 1984 there was a pulling and tugging for power taking place between GI

and G2 whereby GI hung on to his çxisthaa, ic(uectc aad rawer., aad G2 had to wo* o,t

what to do. Two structures were competing with each other in the same space and time. G2

was struggling to reconcile that the achievement of his own individuation and with it the space

to be creative in the business would come at the price of pushing for his father's decline and

may accelerate his death. To cope with his frustration, he paced himself and resolved to sit it

out rather than engage in the conflict that would be the consequence of trying to push his

father out. This waiting period came to an end when in 1984, his father could no longer deny

the reality of his passage into late adulthood: all his peers had retired or died, his spouse had

left the business and retired, and with his allies gone, he was becoming isolated. Although he

had officially retired, the founder was emotionally "unretired" On denial of retirement). He was

being forced to face up to the fact that physically he had entered the post-retirement stage and

could no longer keep the system going in this out-of-sync structure.

These results confirm Davis's (1989) findings that the quality of work relationship between

fathers and sons with this life stage intersect (late adulthood (GI F) versus mid-life transition -

middle adulthood (G2S2)) is mixed or poor. Davis (ibid. p53.) describes Levinson's (1978)

theory of adult development relating to men of 48 years of age: "... less competitive, less

controlled by external stimuli, placing less emphasis on possessions and being more objective,

philosophical and better able to respond to the developmental needs of their children...lt is in

this period that men have both the experience and the inclination to teach younger people. It is
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here they are more likely to become effective mentors.". However, for G2S2 in this case, he

has been unable to get access to this experience because his own father was unable to create

the managerial and developmental space for him to do so.

The entry of G3S2 into the system, though, created the developmental push to move the

founder irrevocably on to late adulthood. The additional pressure on the founder of there now

being two generations below him became too much to sustain. G2 was ready to mentor his

son, but was not being given the space to do so because of the domination of his own father.

When the founder finally left in 1984, there was a rapid discharge of all the pent-up energy in

the system: G2 took over, he created his own senior management team and set a course for

growth. In the same year, he also designed and implemented a successor development plan

for G3. Despite the high levels of anxiety, this entire transition was an evolutionary one. The

net result was that the equilibrium in the family and the business was preserved by keeping the

deep structure (controlling family ownership) intact through making a personnel change

supported by the same type of legal and technical structures.

7.4.1.2 Case Al: Second CO-CO transition

The second CO-CO transition in this business family (Chapter Five, Section 5.3.2 p.148) was

expedited by an unanticipated event in 1994. There was a period of stability in the entire

system between 1984 and 1994 when the business enjoyed good growth under the continued

CO structure that had now been in place since GI started the firm. In the business subsystem,

the next successor (G3) had worked his way round the planned departmental rotation

programme his father designed. The sequences of the transition cycle were obvious:

Trigger: In 1994, G2 had a severe angina attack at the age of 58. This event, like the

election of' 79 in the first transition, became the trigger for the transition cycle and a rush of

succession task activity that was effectively a false start.

• Choice: Fearing relapse and decline, the leader quickly made his choice of structure for the

next generation then expedited the final stage of his successor's development programme

and set a deadline of his 60th birthday for the handover of the title - less than two years
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away. He encouraged the successor's wife to join the firm to support her spouse as his

wife had done during the first transition.

• Resting Phase: The choice made, G2 then settled into a resting phase of about one year

when life resumed as before and the successor waited to receive the title and controlling

ownership; during this time their work focus was to defend their market share from the

ongoing escalation in competition.

• The Exploration Phase of the transition (1995 onwards) brought this family considerable

difficulty because G3 had been in disagreement since the illness about the prospect of the

company becoming a sibling partnership. The successor was not in favour of co-ownership

with his brother and having a non-working co-owner. Between 1994 and 1997 both

generations were unable to make a settlement on this issue. They had so far been unable

to learn from this experience that more exploration (i.e. to seek out options, have

conversations, process their own data) was necessary to resolve the matter. This was as

far as the family were able to go in the transition cycle.

When G2 had his illness in 1994 and started working on ways of transferring ownership to his

two sons, he hit upon the task which was a revolutionary in terms of the deep structure of the

system. Dividing the ownership of the business was leading the family and the business into

uncharted waters, where for the first time in their experience as family entrepreneurs, there

would be power sharing and a division between ownership and leadership. This was the real

work of a revolutionary transition and although it logically followed the false start in the

transition cycle, no progress was made with this. When the title of Managing Director was

transferred to G3 on schedule, he became very agitated about the lack of confirmation of his

future as the next generation CO with total control through total ownership, and said he was not

willing to build a business for the benefit of an inactive business partner. In a business culture

where conflict avoidance was the prevailing pattern (G2 instituted this to avoid humiliation from

his father), such agitation and anxiety was uncharacteristic of this family's way of being. The

successor's vociferousness triggered the final phase of the transition cycle and led them into
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more overt exploration of the feasibility of their chosen structure. The family had not made any

progress on this when the data collection period ended.

The life-stage intersects of father and son in the second transition are shown in Figure 7.3

above. The figure shows how different the developmental stages were facing the dyad in this

transition when compared to the first transition. The results in this case support Davis's (1898)

findings that this life-stage intersect corresponds with a good quality work experience for both

fathers and sons when fathers are in their 50s, but that this decreases in quality if the father are

in their 60s. In Levinsonian temis, the father is enjoying the culmination of middle adulthood,

and then entering late adulthood. G2's health problems shortened his period of middle

adulthood and led him to prepare earnestly in line with the late adult transition. This was very

timely for the successor, who was in his age thirty transition, where "...men feel some urgency

to focus their lives and settle in, but have difficulty making these changes.. .[it is al period for re-

appraising the past and considering the future... a man usually makes a lasting occupational

choice and has begun to commit to some choices for a new life structure."(ibid.,p.53). The

generational alignment in this case created developmental space for the successor and led to a

seamless leadership transition.

Evolutionary or Revolutionary Change?

What qualitatively differentiates the transitions of 1979-84 and 1994-97 is that the structures

holding the sub-systems together are fundamentally changing during the second transition. In

the first transition from CO to CO, there is no change in the form of ownership and the holding

of power in the hands of the owner, so only the person in the combined role of owner and

leader changes. This is not revolutionary change at the whole system level, or at the level of

the family or business system. It is however a major systemic adjustment in the family

subsystem because the leadership of the family has changed and significantly affects the roles

and positions people occupy in the family subsystem. The net result in this case is that the

adult child began parenting his parents, who have acknowledged retirement and decline. The

family subsystem therefore had to deal with these role changes and their consequences on

peoples' feelings, identity and status whilst the senior generation was still alive and clearly in
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decline. This came about only after the family and business system had been buckling under

the pressure for change for some time. GI 's resistance to exploring the feasibility of his chosen

structure may have been for emotional reasons as well as developmental reasons: these would

encompass denial of mortality by GI and the inability of the family system to change its

communication pattern, and these ultimately held up the tasks of succession.

In the second transition cycle (1 994-97) the whole system struggled with revolutionary change

because the parents wanted to see ownership shift from CO-SP even though the successor

wanted the transition to be a repeat of the evolutionary CO-CO transition pattern requiring only

a change in personnel. The successor's elder brother was not available for interview, but his

mother, his father and the successor all said separately that he did not want ownership of the

business. However, whilst his parents felt he would regret giving up this potential wealth in

later years when he had wife and family, the successor did not want him to be given such an

open ended access to ownership. What prevented G2 from choosing a CO-CO structure rather

than a CO-SP structure (when apparently everyone else in the system other than G2 prefer a

CO-CO structure) makes this case an enigma. The family were unable to explore and agree

together ways of settling on an outcome. Prior to the first transition cycle, the death of G2's only

brother in 1967 meant that there was now no other contender to consider for the role of leader

in both the family and the business and so the choice of CO-CO transition was relatively easy

to make, athough clearly very difficult to implement. Perhaps G2 still carried some sense of

guilt and loss for his brother and wanted to rectify this by ensuring an equal inheritance for both

his own sons. In the second transition, where the CO had two offspring to consider, progress

stalled even though G2's youngest son was appointed MD in 1997 because the parents were

struggling to make decisions for which they had no precedent. Whilst the first transition cycle

was characterised by resistance to accede to developmental pressure (evolutionary

developmental activity), the second was characterised by the family system having to contend

with decisions which amounted to unprecedented structural change in their family and business

subsystems (revolutionary developmental activity).

380



The two transitions in Case Al are also differentiated by their state of pre-trigger readiness: in

the first transition cycle, the system was near bursting point as a consequence of the G2's pent-

up frustration following developmental periods in which for him, unsatisfactory outcomes were

achieved. The adult development stages of GI and G2 were not in alignment, and Gi's denial

of entering late adulthood held up G2's midlife transition work (as long as he factored the family

business into his development plans) on exploring structures to serve him during his middle

adulthood years. In the second transition cycle, triggered by the angina attack, G2 and G3 were

equally ready to do the work required to build and test out the structures they would need

respectively for the entry into late adulthood and for the remainder of early adulthood.

Consequently, the business leadership transition went smoothly, even though the ownership

transition became stuck.

In terms of the succession outcomes, this issue of developmental alignment of both

generations appears to be an indicator of the potential for both generations to do satisfactory

work on their transition tasks. This conforms with Davis's (1982 and 1989) findings. Whether

the potential for both generations is achieved appears to depend in part on whether the task

itself requires merely to sustain the existing structure, or whether the structure has to be

dismantled, and whether the readiness is there to allow the work to progress. In the first

transition cycle, G1 had experienced difficulty facing up to entering late adulthood in his mid

60s and now found late adulthood being forced upon him; his son was struggling because his

own development was held back at the mid-life transition and again, as he was entering middle

adulthood in his mid to late 40s. This succession involved sustaining the structure from one CO

to the next CO rather than it being dismantled; nevertheless it was a fight almost until the

managerial death for father and son. Here the founder, unable to face mortality and therefore

not yet ready to carry out his own late adulthood developmental tasks, used his hierarchical

family power and ownership power to keep his son from succeeding him and in so doing

preventing his achieving his own middle adulthood developmental tasks within the constraints

of the family business. The CO structure was simply being sustained rather than dismantled,

but the readiness (emotional fitness) was not there to allow the work to progress, and so the

potential for progress supported by adult development alignment could not be achieved.
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The alignment was very different in the second transition: G2 had his heart problems at the

time of his culmination of middle adulthood and the start of the onset of his late adult transition.

The early reminder of mortality made him very anxious to do what work he could to put his

affairs in order and to prepare for late adulthood. This coincided with G3's early adult transition

around age 30, when he needed to check that the strands of his chosen life structure for young

adulthood were workable or not for the next phase. His father's development process therefore

provided him with data to support his view that the career dimension of his life was working well

and likely to help him achieve his Dream of being the next family leader to make his mark in the

finn. Unlike the 1979-84 transition, the second transition involved a major change to the

structure: i.e. dismantling the ownership control structure by considering equal sibling

ownership, yet leaving the leadership control intact in the hands of the successor. Neither G2

and his wife, nor G3 had anticipated having to deal for the first time with the structural issues of

ownership transfer to siblings rather than a recycled CO transition. This prospect of this work

creating disharmony led the family to avoid the work required in the exploration phase which

made it difficult to make substantive progress with the task. They were all able to take care of

the business system during this time, but at the end of the research period, tensions were

starting to spill over into the business arena from the successor. He had begun to express his

concerns regarding his expectations (still unfulfilled) of becoming a controlling owner and was

privately worried about the impact this would have on his own life structure.

Although there was generational alignment in terms of the timeliness for both generations to do

satisfactory work on their own personal transitions (hence the successful leadership transfer),

they failed to achieve the full potential this offered because there was not enough readiness

(emotional fitness) to take on the issue of disharmony between the brothers on the ownership

issue, and also to dismantle the CO ownership structure that had worked in the past and to

make preparations for a possible SP structure.
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To summanse:

a) Analysis of this case shows that the family traversed a distinct sequence of phases of

stability and transition in their ownership I transfer process.

b) It demonstrates the extent to which an entire system continued to resist the pressure

building for change until some event or series of coincidences triggers the system into

action.

c) In this case, evolutionary pressures in the business system took the form of persistent

stagnation of leadership in the firm and of increased competitive rivalry.

d) Although these were serious issues requiring attention, they were not of themselves

sufficient to push the system into transition. Only when key individuals could come to

recognise and accept that the existing structures holding the system together were no

longer workable, could the need for change be acknowledged. This shifted the equilibrium

in the system and created the potential or opportunity for change and led them into

transition.

e) It was when key individuals could no longer procrastinate with the need to address the

tasks of adult development pertaining to life-cycle transitions that they were willing to

explore the whole situation and find a solution. Generational misalignment of adult

development stages prevented progress being made in a timely manner.

t) Having acknowledged the need to address the whole situation (family, business and

ownership), the type and qualfty of outcome achieved from the transition period then

depended on the functioning ability of key indMduals in the system and of the system as a

whole to solve their problems. These will be addressed in a later section.

7.4.2 Case A2: A CO-CO transition never recovers from a false start.

Moving now to Case A2, the timeline in Figure 7.7 illustrates the shift this firm made from a

period of somewhat turbulent stability into the transition cycle:

• Turbulent stability: The severe cash flow crisis of 1984 when the father (G2) used his own

financial resources to re-finance the business gave way to a period of settled stability and

383



C

C

0

E
0
C
0

0
C'1
a,

a
C

'1

'-.9a, a

C

0"

U)

E
a)
4-
U)
>'
U)

U)

E
a)
4-
U)

U)
U)
(I)
a)

U)

EE
cU)

a) '-

Co

wO

04-.
>C)

—Ia)

C
a)

LU

N

a)
U)

C-)

C

E
C
0

C
Ui

ti% d: h_i

,
Ec	 -

E

°
00 •..	 2ar,	 I	 E

o

I
4'L :u
1	 &

0
,.

a

0.
6

C
C

0

I- a

Jiln[Ii
a
0

e

I—

U,
a,	

lie

a,

1;!

a,
a,	 I-

A

ao

a,	 •
a,

c1	 0
2

U.	
0a,

uawdoIaAaa IflPV

A

a)

a)
U-



growth between 1984 and 1990.

• The Trigger: This was followed by a transition cycle between 1990-98 that was triggered by

G2's heart attacks.

• The Choice: The health crisis was a false start even though the key ownership and

leadership choice was very quickly made during the father's recovery period after the

health crisis, because father and son were unable to do the exploratory work required to

test the choice and to transfer power.

• Resting Period: After the trigger and when his health was restored, G2 managed his

anxiety by re-connecting with his old structure in which he was controlling owner with total

power and control. A resting period therefore ensued in which G2 re-asserted his power

and influence and G3 began his period of learning the business.

• Exploration Phase: It is not known when the resting period became unsettled and the

exploration period began, but by 1995 when the research period got underway, the

successor began to show at the interviews that he was disaffected with his career in the

family business. At some moment around or before the onset of the research, he had

analysed his life structure and recognised the need to make changes in his career strand.

The Trigger for revolutionary change: The period of exploration, where the power struggles

took place, came to an end in 1997 when the work of revolutionary change began. The

successor realised his Dream could not be achieved in the family business as long as his

father was alive; wanting to get on with his life and to get the Dream back on track, the

successor capitalised on the window of opportunity brought by the offer made for the firm

and after suitable preparation, he left.

Case A2 illustrates the shift of an entire system through the transition cycle phases until the

succession failed in 1997. It is described in the Case Study (section 5.3, pp.171-204). The

system canied out evolutionary development activity in 1990 after the illness trigger, and then

underwent revolutionary development activity in 1997. It also illustrates decisions being made

in the business domain that have their origins in the respective life cycle stages of father and
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son. As each faces up to major life structure choices, the business becomes the medium in

which these choices are played out. Figure 7.8 illustrates the transition cycle in Case A2.

Developmental
Activity

> ACtiolcel
("false start')	 9xploration

(trigger)
Resting Phase	 Commitment

>(tngger)
Stability

Stability
1984	 90
	

95	 97successor leaves

Figure 7.8 Case A2: The Transition Cycle.

Stability and Transition Activity

There are qualitative differences between the periods of stability and transition taking place in

the family and the business prior to and around the heart attacks and afterwards when the

successor joined the firm and became established. The heart attacks triggered off a period of

intense evolutionary development activity around securing a successor. This was a false start

because despite the severity of the crisis, and even though the preferred successor was now

secured and installed, no work took place to engender the required structural and systemic

changes in the family or the business subsystems. The same controlling owner still held the

same powers in the family and the business. When G2 was assured that his old structure was

still intact and that the successor was learning the business, the resting phase was underway,

giving rise to the exploration phase where the successor learned that G2's chosen structure

was unlikely to yield any power or control, and was therefore unlikely to foster his own Dream.

During the phase of evolutionary development actMty (the resting period), the successor had

joined the firm as a young chartered accountant of 23 leaving his first post-qualifying position to

join the firm in the roles of Finance Director, successor and future owner (1 990-1 991). The

successor's attraction into the business took the form of an urgent reaction in response to the

worry surrounding his father's health crisis. After G2 re-financed the business in 1984, he and

his wife then relied on the business for their income for the rest of their lives. Their wealth was
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relatively illiquid and since they would not contemplate external finance, cash could only be

extracted as income via various forms of compensation. In the period between the cash flow

crisis of 1984 and the health crisis of 1990, the business had enjoyed a settled period of growth

and stability but this was built on fragile foundations because it was entirely dependent on the

health and leadership of G2. In 1990, G2's health cracked under the strain. Attracting the

successor to the business was mutually attractive to all of the constituent subsystems. The

business got a potentially competent successor in place to ensure continuity, G2 as a couple

got their income for late adulthood secured, and for the successor ("S2") the prospect of a fast

track to his Dream was there for the taking. The job brought him the chance to complete his

early adult life structure and to have it all (almost instantaneously at 23 and with little of the

effort, exploration and frustration with which most young people would have to engage). He

chose to marry in the same week he joined the business, so in his new life structure there

would be a wife and hopefully a family in time, his own business in which he could apply his

qualification as a chartered accountant, and expectations of personal autonomy in his life and

in his work.

To affirm S2's access to controlling ownership in the future, G2 changed his will during his

recovery period leaving his estate including the ownership of the business to his wife; after her

death, S2 would become controlling owner and the rest of the estate would go to their daughter

(Si) in an unequal division of the estate. Assured of future ownership and leadership, S2

joined the firm six months after his father's heart attacks with the key parts of the life structure

he had built for early adulthood firmly in place, although the making of such choices in this

novice phase of young adulthood at the age of 23 may seem rather premature.

Between 1990 and 1994, father and son shifted from the Entering the Business family-life cycle

stage to the Working Together stage. This coincided with the resting period and then the

exploration phase in the transition sequence. In practical terms, this was not as seamless as

either had expected: it relied on the successor playing a subordinate role and waiting in the

wings until his father was ready to hand over power. G2 would not tolerate sharing with his

successor the real power and control of the use and risk of the business's resources. There
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was a power struggle between father and son in a family sense and in the business subsystem.

S2 was learning from his own experience that his father's chosen structure was not feasible if

the transition was to be a success. In the role of finance director, S2 took on the board several

times and tried to implement efficiencies and improvements with limited success.

The firm's core business was in a declining industry which was weather dependent and so S2,

under the illusion that he had permission to manage the firm's expansion, began to look for

ways of using the high net worth of the business to finance a diversification into other more

reliable business arenas. Although the firm's stated strategy was one of expansion, all his

suggestions were turned down by the board and it soon became clear to him that the board

were not interested in taking on any other form of risk or investment. He was also unable to

shift his father or the board on some long-standing human resource matters of middle

management discipline. After having limited success with a marketing strategy, the successor

then came to realise that his Dream had a flaw in its timescale. It relied on the family business

being the place and the structure where it could be enacted now; yet there would be no access

to the power or influence needed to enact the Dream as long as the father was in power or as

long as the successor stayed with the firm. In early 1996 the successor said he felt trapped. He

was fearful that if he left to pursue the Dream elsewhere, the stress of running the firm that

would be felt by the father may bring on another heart attack. The successor had dabbled with

one job interview recently but realised he was not ready to face the burden of guilt if his leaving

made his father ill. But if he stayed in the firm, he was stifled and would pay the price of

subordinating his Dream.

The exploration phase was brought to an end by a number of coinciding events which

collectively triggered the shifting of the system into a revolutionary transition. In the family

domain, the successor and his wife were keen to start a family but had set a deadline by which

S2 and his wife should be out of their respective family businesses and away from the worry

and binds felt by the young couple. In the business domain, when G2 was approached with an

offer to buy the firm, he was flattered and asked the son his view. The son was emphatic that

he should sell, and seized his moment to state his wish to leave. These developments triggered

388



the shift to the phase of choice in the transition cycle that finally led to commitment to S2's exit.

Although the offer to buy the firm was withdrawn after a downturn in trading, S2 stuck to his

decision. Unlike the evolutionary developmental activity that was triggered in 1990 and was a

false start, the 1997 trigger was underpinned by major life choices being made at a key

transitionary phase in G2's and S2's life-cycle. Now 30 and in his early adult transition, S2 was

re-appraising some of the choices he made when building his early life structure at the age of

23 and taking advantage of the opportunity to modify them. He decided to affirm his

love/marriage choices by deciding to settle down to start a family, and to modify his social life

by getting back into socialising with people his own age. He also affirmed his intention to

change his career direction. This significantly affected his resolve and the way he went about

his task. Having assured his father of his wish to leave, he then set about doing so by doing the

best he could to position the business for sale: by making overhead cuts and sorting out the

long standing problems - so that he could "leave with a clear conscience". S2 left the business

in 1997 and his first child was born a few months later. This was a revolutionary change in this

family-business system because it meant that new solutions had to be found for the life

structures of both generations. In practical terms, it meant a new will and a new structure in the

senior management of the business had to be organised.

In terms of the life-stage intersect of the father and son dyad (Figure 7.9 below), the mix of a

father in the culmination of middle adulthood and moving towards the late adult transition with

the son approaching the age 30 transition should have been a good predictor of working

relationships in the business as in Case Al. However, in this case, events mitigated against

this: the father's health problems created a fear of late adulthood and led him to deny the need

to plan for this in his own family life, in the business and in terms of the governance of the

family enterprise. The successor needed to do the same adult development work as the

successor in Case Al, but was not given the developmental space to do so. Although he made

many efforts to put the right career, social and family strands in place within the context of a life

in the family business, he came to realise that there were too many constraints. When he left

the business (and the structure imposed by his father), he was able to find more slack

available: he established a different career and social life and started a family.
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To summarise:

a) the evolutionary development activtty triggered in 1990 was a false start because a solution

was hastily arrived at to calm everyone's anxieties about the mortality of the leader I father,

but after the choice was made, nothing was done to create the context for the transfer of

power to the successor;

b) although G2 was himself relatively young when he had his health crisis (53) , it was a close

brush with death and a reminder of mortality at a time when developmentally he was

enjoying the fruits of middle adulthood and not expecting to have to face death and decline

so soon. The revolutionary development activity that took place in 1997 brought about the

opportunity to face up to these issues when each was more developmentally ready to do

so. The outcome was that both generations in the family subsystem and those in the

business subsystem had to establish a new deep structure and new ways of exchanging

their resources with the environment;
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C) as with Case Al above, although events in the business environment were potentially a

strong trigger for punctuating the system's equilibrium and bringing about revolutionary

development activity (it was a declining industry, there were internal inefficiencies and a

crisis of leadership), these were in fact not of themselves sufficiently potent factors to shift

the entire system into transition. The response by the board in the business system was to

make incremental modifications to their strategies and actions whilst not rocking the boat

and ensuring that their subsystem remained intact;

d) it was the timing of these business factors with the major life choices being considered by

the successor (during his age 30 transition - a significant period in his life in which the

opportunity to change his flawed initial life structure was underway) and by his father (who

was now faced with the real work of entering late adulthood minus his insurance policy).

These tipped the system from its exploration phase into the choice and commitment

phases in which they did their revolutionary development work. In 1990, the generations

were out of alignment: G2 intended to pick up where he left off during his illness at the

stage of his culmination of middle adulthood and was not willing to make changes to his life

structure and to the business; S2 was completing his entry into young adulthood and saw

promising signs that the family business could be the place to structure a career. In 1997,

when G2 was age 60, he was starting to recognise that late adulthood was round the

corner, and to face the reality that he had no successor. However, this recognition came

too late for S2 who, at age 30 was actively working on his own transition to modify the

structure he established for young adulthood. He had already gathered enough data that

the family business was not the place for his future career.

e) Although the structural dimension of the succession was simple (a repeat of the CO

structure), they were unable to benefit from this and to achieve the potential to do

satisfactory work together in part because their generational misalignment meant they were

not ready (emotionally fit) to do the developmental work in a timely fashion. Up until 1997,

the system did not have a critical mass of "readiness" to push for change. Then, when the

succession failed, there was not enough resistance in the system to prevent the final phase

in the transition cycle taking place.
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7.4.2.1 Levels of Developmental Pressure: Individual and Family Pressures Taking
Priority over Business Pressures

In Cases Al and A2 above, serious events and crises took place in their business subsystems

that had to be attended to: in Al, action was needed to protect the firm's market share and in

A2 action was needed to ensure continuity of the business beyond the cash flow crisis. Despite

the acute anxiety which accompanied these events and situations, at the macro level of the

family-business (i.e as an entire system) these were still not themselves of sufficient magnitude

to bring about a shift from an era of stability into one of transition from which an optimal solution

for the business subsystem and the entire system may potentially be worked out.

In case A2, for example, bringing in external finance during the 1984 cash flow crisis would

have eased the senior generation couple's exposure to personal risk. With an investor on the

board, their business portfolio might have been more balanced too. However, this would have

incurred changing, even temporarily, the controlling ownership archetype and its entrenched

deep structure for the first time in the family's and business's history. The solution they chose,

whereby G2 personally re-financed the business, ensured the continued controlling ownership

of the firm and the board. It also kept the need for revolutionary development activity on their

structure at bay: even though it put almost all the family's wealth at risk and contributed to G2's

health crisis, the head of the family and the business had total control of the risk.

In Case Al, even though the business was stagnating under the continued leadership of Gi

throughout his final leadership years (1979-84), G2 was unwilling to push the system any

harder towards change lest this should hasten his father's death or create a rift in their

relationship. In both cases above, it was only when the business subsystem situations

coincided in a timely way with a transition in the life-stages of the key individuals in their

constituent roles, that the entire system was able to shift from stability into transition. Even

then, the changes that took place in the first phases of the transition cycle at the whole system

level were incremental changes building on the existing deep structure, not structure-changing

work.
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7.4.3 Case B2: CO-SP Transition

Case B2 offers a different perspective on the same transition process. It illustrates what can

happen to the system as a whole when key individuals have unfinished tasks, or flawed

structures resulting from earlier adult developmental eras and these lead to the denial of a

transition period or the inability to attend to the tasks it presents. It is an extreme example of a

business subsystem crisis that coincided with the life cycle transition of the founder (G1F)

entering late adulthood. The timing of these transitions and events is illustrated in the timeline

in Figure 7.10 below. The business crisis and the life cycle transition together triggered off the

transition cycle in 1990 (Figure 7.11) . However, the case shows that the founder! leader was

unable to attend to the tasks of his personal transition in a timely way for various reasons. This

set back the succession transition and the developmental timetable of the offspring.

• The trigger (1990): the coincidental timing of the founder's developmental (age 60)

transition and the severe business crisis led to the founder asking a consultant-friend to

carry out an analysis of sales in the firm. This triggered the end of the settled stability

period and the start of the transition cycle (Figure 7.11).

• The Choice(1 990-1 992): the founder decided to ignore the consultant's recommendations

for external successor candidates, and to keep non-family out of future senior management

positions by getting his four sons in line for leadership, and trying to identify a successor

from amongst them.

• Resting phase: (1 992-1 996) The family-business system then embarked on a period of

evolutionary development activlty in which no changes were made to the structure and no

successor was earmarked for leadership yet.

• Exploration (1996-present) a phase of revolutionary development actMty began in 1996

when the firm could no longer function under the old organisational and power structures.

This led the family and the business into a period of exploring how to organise themselves

differently, and to learn from some mistakes. This period was still ongoing after the

research data collection period ended.

• Choice: The founder decided to adopt a "pseudo-parental" sibling partnership model and

appointed S3 as successor in 1997. This was carried out even though there were signs

from the exploration phase that this may not be feasible for the siblings.
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Figure 7.11 Case B2: CO-SP Transition Cycle.

Turbulent Stability in the Early Years

Between 1979 and 1989, the business subsystem experienced turbulent phases of start up and

fast growth, interspersed with various diversifications and frenetic activity in product and market

development. During this time, a deep structure based on controlling ownership, autocratic

leadership and family compliance was achieved as the founder (GIF) systematically bought-out

or paid off most of the original investors and loans from the launch period. Although there was a

lot of turbulence in the business subsystem, from the entire system perspective it was an era of

relative stability: a deep structure was formed and strengthened during this time.

Pressures Building for Change

In 1990, the system was shaken by the onset of two coinciding transitions: the age 60 transition

(entering late adulthood) for GIF and a series of business events and crises coming to a head

in 1990 just as the founder turned 60 years old. In the business subsystem, three serious

events hit the new venture simultaneously. First, economic recession hit their key market

segment and led to sales decline and the first ever trading loss. The resignation of a (non-

family) sales manager followed apparently over the lack of access to ownership. Second, the

property market collapsed and the balance sheet was seriously weakened overnight. When this

happened, what had been a healthy business turned into a sick one. Third, the new venture

took over the Lim loss from a failed diversification set up by GIF under separate ownership.

The business subsystem was under intense pressure to change its financial structure, its
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organisational structure and to define and approach its market more strategically. In short, it

required formalisation and professionalisation. Although the board members had been pushing

for this for some time, GI F had never been willing to initiate any changes in the firm's

structures.

In the family subsystem, G1F devoted his energies to the business and largely left his wife

(Gl M) to work on creating for herself a satisfactory life structure in which her husband was not

the main focal point. This followed a depression between 1975-84 and the empty nest phase.

Although the nest emptied into the family business, she had been unhappy and felt guilty about

the quality of parenting given to their offspring during their upbringing in the rural hotel. She

eventually settled for a middle adulthood in which her energies were channeled into interests of

her own, making herself available for the grandchildren, and into a part time job in the southern

branch of the firm to sustain contact with her husband and some of her grandchildren.

This family was willing to provide much more usable data on their family history than the other

families studied. By compiling the data using life-cycle criteria, it became apparent that since

the age of 30, the onset of every decade in the founder's life coincided with major life decisions

being made in the pursuit of his Dream: he saw for himself the opportunity to be a self made

man who was so successful that he could secure independent wealth for his nuclear family, his

family of origin and also to support his extended "pseudo" family. Table 7.1 summarises the

coincidental timing of the major life structure decisions made by GI F affecting his family and

their business activities, with the timing of birthdays at key developmental transition times. A

pattern is evident from the actions taken at these times which is consistent with Gi F

undertaking a fundamental reappraisal of the status of his Dream at these times, and investing

the energy afterwards to keep it in sight and to minimise the flaws:

. at age 30, he took over the running of his father's firm and began building homes to be sold

privately;

• at age 40, after the death of his father at the age of 66, he sold the business, secured an

income for his mother and announced his "retirement". However the hobby I business he
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had lined up fell through; to keep the Dream alive and to ensure an income, he relocated

his family to Scotland to run a rural hotel;

at the age of 50, and with marital tension evident, achieving the Dream was looking more

and more unlikely; at this time, he sold this business and raised funds to start the new

venture in 1979/1 980;

in 1990, during the age 60 transition, the wealth he had amassed so far was reduced

considerably in a short period of time so achieving the Dream once again looked unlikely.

This time around, the stakes were much higher because he had relatively little time left and

had given promises of wealth after his death to his sons and the "pseudosons" (compliant

non family key employees).

The year of 1990 was therefore a time of personal and business crisis for GI F.

The Transition Cycle: The Trigger and The Resting Period

In 1990, the entire system was looking for change to the dysfunctional old structure. The trigger

came when GIF asked an outsider (a trusted friend and consultant) to write a report on the

situation and to make recommendations. Making the request for help effectively unleashed the

pressure (frustrations) contained in the subsystems and also unleashed expectations of change

towards professionalisation of the business on the part of individuals in the constituent

subsystems (sons and pseudosons/directors). The four siblings in G2 at this time were aged

between 36 and 26 and as with the parents, the family business was the axis around which

their life structure revolved. Si and S2 had been through their age 30 transitions and were

Settling Down, strengthening their life structures by establishing their niches in the business

and by starting their young families.

The combination of crises in 1990 came as a jolt to all because it seriously questioned the

leadership ability of Gi F, in whom everyone had put their faith. It also came at the time when

he was turning 60 and therefore may not be able to pull off yet another turnaround as he had in
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Table 7.2 Coincidental Individual, Family and Business Transitions

Individual
Transition

Founder's age 30 transition:
founder formalises Dream
and develops sense of
urgency to achieve it

Family	 Business
Transition	 Transition

1960- young business family ->growth through creativity
couple with young	 buys the parents'
children	 business/ properties 1960

Founder's mid-life transition: 	 1970 - young business family -> growth through creativity
founder modified life structure: couple with adolescent sells parents' business &
family moved to new location, children 	 buys new business run by
new family business	 founder & spouse	 1970-80.

Founder rekindles the	 1980 - entering the business -> growth through creativity
Dream; modifies life structure; couple launching	 sells family business to finance
family moved to new location 	 children	 a new venture. Children attempt
& new family business	 to create own life structure as
Spouse enters mid life	 novice adults but modify this to
transition & is depressed	 join the family business.1 980-1990

Founder: culmination of	 1990 -working together-> Crisis of Leadership
middle adulthood.	 empty nest
Spouse settling into	 business enters financial crisis
middle adulthood	 new nuclear fams.	 & sales crisis. Business cut back.
SI - S4 modifying	 SI ,S2,S3	 Crisis of leadership
life structure for	 marry. All focus	 1990-93
young I middle adulthood	 career in	 Founder tests sons for successor

family business	 role.

1996+ - working together I pass the baton! crisis of
Founder & spouse	 Re-negotiate	 autonomy
entering late adulthood. 	 marital relationship -
Sort out estate planning.	 Couples with young	 New business leads to fast growth.
SI in mid life transition. 	 Children	 Strategic drift: property management
Attempts at becoming	 Couples tension	 or IT business? (but growth from
their own men made, 	 over resources	 both). Infrastructure strained by
S2-4 entering middle	 growth. Politicised siblings.
adulthood.	 Crisis of autonomy on top of

unresolved crisis of leadership.
NED joins; some growth through
delegation. Successor given title;
Siblings get ownership but no
control.	 1993-8

the past. When the consultant's report triggered the transition cycle, and when it recommended

professionalisation, individual constituents were relieved. It made the choice of sticking with a

life structure which was tied to the business less risky; it also allowed them to avoid the

personal upheaval associated with addressing a flawed life structure and to avoid taking on the
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consequences of being perceived as disloyal (i.e. non-compliant) to G1F. The report also

documented the need for a clear succession agenda for the first time. Assuming, as the

consultant did, that the CO model was to be the chosen model for the future under family

ownership and leadership, he exposed the lack of an obvious successor to Gi F. He suggested

Gi F should start looking to recruit some suitable non-family professional managers to enhance

the pool of candidates for the post of MD. At this juncture, this recommendation was not well

received by GI F and none of the suggestions were taken up in the form recommended by the

consultant. The transition therefore became a false start. G1 F's actions between 1990 and

1992 (amounting to slight modifications typical of evolutionary development activity work) were

in effect symbolic of his resistance to learning from his own experience that his old structure

was not feasible for the new reality. His behaviour infers that he found himself trapped in the

transition and that the only way he could relieve his anxiety about the prospect of the new

structure, which everyone else in the system was ready for except him, was to enforce a shut

down of the transition process on others in the system. Meanwhile, his "choice" was made: to

start to get his sons in line for succession at some unknown time in the future. During this

"resting period", his focus became fixed on getting the business back into profit and getting the

balance sheet restored. This took two years, and during this time, he began re-orienting the

firm for continuity as a family business by positioning only his sons for the key roles. In this

way, family control could be guaranteed over the decisions such as how business resources

would be used and the risk to which the business should ever be exposed. He then set up the

siblings in competition with each other in the hope that a leader would emerge from amongst

them. To raise the stakes, tie let it be known which of the siblings he currently favoured to be

the next controlling owner. The developmental pressure that had developed from elsewhere in

the system was unleashed by the trigger and became channeled into heightened frustration for

all involved, because they saw no improvement or substantive change. Seeds of doubt that had

been sown regarding G1F's leadership ability alternately grew and withered: he had

considerable success with sales growth, yet the same structural problems persisted and

worsened and Gi F's unilateral management of the business's resources was unchanged.
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The Shift into the Exploration Phase

Despite the magnitude of the problems and the degree of anxiety in the system now bound up

in the form of frustration, the 1990 trigger had led the family-business system into evolutionary

development activity, rather than revolutionary activity. G1F continued to control the system

and to avoid being pressed into structural change. In his personal life, he was focused on

salvaging his Dream once again rather than to look ahead to the prospect of mortality and

decline. It is possible that at the age of 60 he made an assumption that he might die at the

same age as his father, and so envisaged that he had six years left in which to achieve his

Dream and sort out the future leadership and ownership of the firm. Although he did not work

on the tasks of building his marital I social / occupational structures for late adulthood, he did in

fact begin to reconcile the onset of late adulthood (this became explicit in 1996) with the need

to reappraise the chances of achieving his Dream in the remaining time. He did this by re-

orienting the new venture for continuity as a family business and starting to work on creating a

legacy. Having made this decision, he now had to test out its feasibility.

Whatever the factors involved, he invested considerable energy in his business subsystem

tasks as he saw them (generating new sales, re-building the balance sheet and identifying a

successor), and became again the driving force in both the family and the business. The

system had passed through a resting period and into the exploratory phase, when those in the

system realised that the business was technically safe again, but that change was sorely

needed in regard to the GIF's unilateral hold over the structure of the entire system. Between

1992-96, the exploration phase involved G1F working on strengthening his chosen but tentative

CO model for the leadership of the next generation whilst allowing only minor modifications to

the existing structures in the business. Meanwhile, the frustrations that were continually being

vented by other members in the business and family subsystems in a bid to push for change

could make no impact: he was personally invested in strengthening a chosen structure, not

changing it. He was relatively more open to learning from some of his data, but not to exploring

options other than those he was personally committed to.
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Unfinished Business from Earlier Developmental Transitions

Looking back into the family history provides information on the prime importance of the Dream

to GIF and how he attempted to structure his tife in the pursuit of it. Both he and his wife came

from backgrounds in which a hand to mouth existence was normal dunng the inter-war and

post war years. Survival depended on family members' entrepreneurial abilities. There was a

heavy reliance on extended family for access to resources, and this was strengthened when

their small business ventures grew and the sharing of family business money kept everyone

connected through loans and other forms of help. Both families of origin had distanced and cut

off family members who at some stage had transgressed in ways deemed unacceptable to the

families' value-systems (divorce, wrong marriage partner), and this deprived them of resources

and support. Consequently there was a big premium in these families on loyalty, to the extent

that it elicited a form of dependency, often manifested as the willingness to put one's faith in the

leader of the family business to provide. This was evident in the compliance shown to GI F by

the second generation sons and pseudosons in the new venture in and after 1990, despite all

the evidence available to the board that the founder's judgement was now suspect. Compliance

created a double-edged sword for the leader: on the one hand a considerable burden is taken

on by anyone who assumes responsibility for the livelihoods of others, and on the other hand,

whoever can deliver this becomes the undisputed hero of the family and the business.

For GI F, achieving his Dream was bound up with taking responsibility for family and extended

family members, in return for which he would be the hero and could command loyalty. In 1970,

after his father died and he sold the business, the Dream looked imminently achievable. He

was Becoming His Own Man. He needed to individuate and so lined up an income for his

mother and set about finding the right "hobby" in which to enact an early retirement. When this

fell through, and he had to spend a lot of cash on the rural hotel in Scotland to secure a home

for the family, the Dream was setback and he had to revert to the practicalities of cash flow

again. In his mid life transition, (1 970-1 975) he appears to have been working on some of the

tasks of this era: he had to reappraise his life structure and get to work on rebuilding the career

strand. When his wife became unhappy then depressed, the love/marriage strand looked

tenuous at times. He was unable to invest in being generative with his offspring other than to be
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there working with them during their childhood in the hotel. He was still young, yet he had to

face up to being senior now, and to admit that the chance to create a legacy had slipped

between his fingers. Finally, although he had created distance between himself and his mother,

he still had to manage the polarity of attachment and separation in a family in which family

businesses kept everyone connected and somewhat dependent.

Evidence of Revolutionaty Development Activity: 1992-96

When the age 60 transition came around in 1990 and with it the prospect of late adulthood,

GI F went about his life tasks in the same way as he had done when the midlife transition

required him to prepare for life as a senior in middle adulthood twenty years earlier. His prime

focus was to not let the Dream Out of his grasp, and to resume work on the tasks of balancing

the polarity between being young / old, to create a legacy, to keep his love/marriage

relationship ugood enough" and to work on the issue of attachment / separation and the

accompanying dependency upon him which loyalty brought. By 1996, he had made

considerable progress with a number of tasks and strengthened the structures on which he had

been working since 1990: the balance sheet was strengthened and the creation of wealth for

the next generation was back under control. Despite his insistence on the need for an

entrepreneur in the next generation, and his misgivings about whether there was sufficient

entrepreneurial talent in the next generation, he had identified a successor from amongst his

offspring. He had learned from his own experience that the controlling owner model worked,

and now wanted to impose it on the sons without first checking to see what structure they may

find workable, since this would pose a risk that they would choose a different structure to the

one to which he was committed. However, sales were booming, and he was preoccupied with

keeping growth restrained as opposed to seeking growth. At this time, pressures for change

had peaked within the family and business subsystems, where constituent members were of

the view that the existing structures were now even more unable to contain the business and

the lives of the key individuals involved. The equilibrium of the system had been pushed out of

balance and a response was needed to either restore the balance either by some modifications

being made that people would eventually settle for, or by a major reconstruction (punctuation).
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The Trigger Initiating 2nd Choice Phase.

In 1996, when the founder was the same age his father had been when he died, a crisis blew

up which had its origins in both the family and business subsystems. The crisis became the

trigger for revolutionary development activity serving to shift the system from the exploration

phase and towards choice and commitment. In the business subsystem, a key customer

refused to do business with the founder any longer and so relationships had to be built between

S3 and the customer. Around that time, GI F decided to spend £1 million on the outright

purchase of a leisure club in the midlands. This was purchased using funds which the board

regarded as funds for Research &Development, but the acquisition went and ahead despite

severe opposition. These matters put the board into a state of turmoil. Also at that time, long-

standing tensions between the founder's wife and a non-family director came to a head adding

intensity to an anxious situation. In the family system, alliances were formed and broken

between siblings as they worked out how to create a united front in their opposition to the

leisure club purchase, and to manage the sales issue.

Between 1996 and 1998, both generations embarked on the early stages of dismantling some

of the strands of the organisational structure that had kept the system intact (but over-

stretched) since the founder had consolidated much of the ownership to within the family years

ago. When observed from the level of the business subsystem, the findings suggest that Gi F

was fighting continually to avoid giving over any power or allowing any change in the business

sub-system or structure to happen. However, when examined from an entire system

perspective, it is evident that Gi F had experienced a shift in his outlook 1996 when he bought

the leisure club. For the first time, he spoke about it being a hobby for retirement, he hoped it

would be a pension for the kids"; he acknowledged decline and mortality by reflecting wistfully

that the trees he was planting would outlive him. His wife was recruited into the management of

the leisure club, which alleviated the tension with the non-family director: the work in her office

was rationalised and some positions made redundant. She and GIF began experimenting with

taking the time to travel together on a trip with no business context for being together. These

subtle changes did not go unnoticed by the siblings or the board, but the board unable to see

any contextual shift because the members were too preoccupied and somewhat overwhelmed
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with the fast pace of events and their unexpected nature, as well as with having to deal with the

founder's entrenchment on most of the key decisions in the business subsystem. GIF refused

to change his policy on funding R&D in order to control and constrain growth, and ensured that

every gain made by the siblings and the board was fought for. The siblings did this by

sometimes creating a united front against a common enemy (GI F's policies) and at other

times, by creating dyadic alliances which formed and broke down depending on the agenda. In

1997, there were serious strains to be addressed between SI and S3 resulting from S3's

assertion of power as the new MD and the management control of split sites. On this issue,

GI F agreed to modifications in the organisational structure including the recruitment of more

staff. Thus the real work of experimentation with the sharing of power— itself a revolutionary

concept in this family-business system - was beginning and was evidence of a precursor to a

stage of shared ownership and shared power in the leadership of the business. In this way, the

founder was working on the polarities of being in /out of the business, being young enough to

call the shots, but starting to acknowledge his aging. He had found the leisure club which was

to underpin his legacy to the family.

The election of '97, which was expected to bring a labour government into power led to intense

action on the transfer of the wealth represented in the equity of the business. This took the form

of a trust in which the wealth was shared equally amongst the four siblings, but the control of

the trust (and ultimately the business) remained in the hands of Gi F. He and his wife agreed

that he would continue to control the trust and the business until he was mentally or physically

unable to do otherwise, and asked a family friend who is a physician to be the power of

attorney under such circumstances. Although this was a change in the ownership subsystem

which did not amount to any change in absolute terms, in process terms, and at the whole

system level, it marked a major shift from the false start in 1990. The founder, now 66, had

acknowledged his entry into late adulthood and acknowledged that his controlling ownership

model was under consideration. Although he was still firmly in control of the deep structures in

the system, by 1998 he was feeling confident that his Dream, which was now represented

tangibly by the trust, was more or less secured, and that he needed to dismantle some of the

structures (to start by delegating some powers initially) in the business sub-system and to start
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on some unfinished work on the structures in the family system (the love I marriage I social and

occupational strands). This was the beginnings of work required in the revolutionary transitions

of CO-SP.

In terms of the life stage intersect of the founder and his sons, (Figure 7.12), Davis (1982)

found that the ages of 30-40 (culmination of early adulthood and the mid-life transition) for sans

and 60 - 70 (entry into late adulthood) for fathers was poor. This is supported by the findings in

Case B2.

55-60	 60-65	 65+
Culmination of	 Entering Late	 Late Adulthood
Middle Adulthood Adulthood

Age of Father

Figure 7.12 Case B2: Life Stage Intersect of Father and Son in CO-SP Transition

Davis found that the period in the sixties was the worst for the fathers. This is the time that

"...they are reminded of the eventual loss of all meaningful activities and associations when

they leave their companies." (ibid., p.54). The sons, however, are entering the BOOM period

(Becoming One's Own Man) in which they urgently seek independence and recognition. They

strive to attain competence, advancement and security. The founder in this case was unable to

contemplate the work of late adulthood as he was still commthed to his own Dream, regardless

of the impact this may have of others. This created a sterile environment for the next

generation's adult development. Furthermore, they were not maturing in an environment that
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would offer coaching or mentonng and the conditions in which to learn to share power, since

their father's approach was to create competitive rivalry amongst the siblings and engender a

political environment in which only a strong leader could survive. The successor's (S3) attempts

to copy his father and assert himself as a pseudo-parental lead sibling failed because each of

his siblings was also striving to become his own man.

To summarise:

a) Case B2 presents the most concentrated mix of coincidental family and business crises

and events of all the cases studied. It demonstrates again that even severely threatening

events and crises in the business subsystem may not, of themselves, be of sufficient

magnitude to mobilise the system into revolutionary development work where other more

appropriate structures can be defined and tested. This opportunity was lost because the

powerful head of the family, ownership and business was unable to let go yet of structures

that have served well so far, even though they are now dysfunctional in the current reality;

b) It highlights the coincidental timing of major business subsystem crises with the timing of a

transition in the life of the founder. In the other cases presented above, the timeliness of

these transition opportunities brought the potential for complementary work to be carried

out for the benefit of both family and business subsystems. However, this juncture in Case

B2 is an example of how the unfinished business of earlier adult development eras

sidetracked the founder from the tasks at hand and led to postponement of the work of his

late adult transition until 1996. By this time, the founder had made sufficient progress with

the unfinished business of earlier stages, and the business subsystem had calmed down

sufficiently for him to be ready to address some of the tasks of late adulthood. He was then

ready to deal with the developmental pressures that had reached the highest levels

amongst others in the family and business subsystems. As with Cases Al and A2, only

when there is sufficient readiness in the key individual(s) who control the power can

revolutionary development work begin. Until then, minor modifications and incremental

changes are made to keep the equilibrium of the system intact; others in the system

experienced their own adult development being affected (held back) by the pace of the

founder's own development. As with the other cases, the adult development life stages
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faced by both generations were out of sync, closing down the opportunity for satisfactory

work on development tasks.

C) Although this led to immense frustration and anger for those in young and middle adulthood

eager to make their mark, no one seriously considered alleviating their anxiety and

frustration by exploring the option of looking for a more satisfactory life structure outside

the family business.

d) The emotional dynamics at work amongst constituents during these periods of frustration

and transition served to bind peoples' lives to the family business.

e) Finally, the case also shows how tentatively the work of revolutionary change is

approached even when the readiness of individuals is more apparent.

7.5 The Transition Cycle: Consistent Pattern of Stability and Activity

The case studies described above show a consistent pattern emerging in the ebbs and flows of

activity in family-business systems during ownership and leadership transition periods. The

research sample was designed to allow exploration of activity in two different types of

successions: Cases Al, A2 and A3 were described as CO-CO transitions and Cases BI and

B2 were described as CO-SP transitions. To test for consistency or variations in this emerging

pattern of action, a record of the succession task process and types of activity that had taken

place in all five cases was compiled in overview form (Table 7.3 below).

It is clear from Table 7.3 that the succession task activity carried out in all six transitions

reported in the five case studies followed the same pattern of alternating periods of stability I

transition, whether they were undertaking a CO-CO or CO-SP ownership transition. This

pattern takes the form of a transition cycle containing a consistent sequence of phases as

illustrated in Figure 7.1 above. Although the succession outcomes achieved so far by the case

studies varied, often because some had not yet completed the transition cycle, the type of

journey undertaken by all, and the incidence of stops and starts in transition activity was

consistent.
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The end of a period of stability (however turbulent) was marked or triggered by either an event,

or by the coincidental timing of an event with adult development transition activity on the part of

key indMduals. The trigger served to initiate the transition. Once this was triggered, the family-

business system then moved into the next phase of the transition cycle in which work was

carried out to address the developmental and business issues requiring attention. The duration

of the transition cycle itself and of the phases within the cycle differed for each case, but took a

minimum of five years from the trigger in Case Al(lst CO-CO) and was completed in seven

years after the trigger in Case A2.

There was no completion of the overall succession transition process in any of the other

transitions recorded: two had become stuck (Al: 2' CO-CO and A3), and the other two were

engaging in the work and were neither stuck nor near completion.

7.3.5 Linking Adult Development Task Activity to Business Development And
Succession Task Activity

How the work of transition was carried out varied from case to case. It is evident from the cases

that that once the people who were the key constituents acknowledged their need to work on

personal adult development transition tasks, and that this work could no longer be denied or

postponed, then attending to their developmental tasks and imperatives took priority in their

lives. To this end, often the most severe crises in the business subsystems were dealt with to

the extent that their resolution could also accommodate a satisfactory resolution of the adult

development transition tasks in hand. Cases Al and BI gave examples of how problems

relating to the competitive strategy of each firm were dealt with by both generations working

together well at a time when the outcome (competitive retaliation, acquisitions) also served their

own adult development task agendas:

• in case Al, the transfer of leadership in the firm supported the age 30 transition agenda for

G3 and gave G2 the confidence to build a structure for late adulthood in which the business

was not the key strand;
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. in Case Bi, the acquisition of a customer also brought G3 the opportunity to ascend their

developmental and career ladder, and driving the acquisition forward allowed G2 to reach

the culmination of middle adulthood.

Two other cases show how severe crises in the business subsystems became linked to the

resolution of adult development transition tasks, but in a different way. Cases A2 (2' CO-CO)

and B2 gave examples of how the unwillingness of the senior generation leaders to address the

tasks of the age 60 transition into late adulthood led to the urgent need for professionalisation

and strategic management being treated with ambivalence and denial. In Case A2, the G3

successor was pushing to diversify the firm to reduce their risk exposure to a weather

dependent declining industry; to achieve this would reinforce G3's chosen early adult life

structure, but his father blocked all acquisition activity because he was in denial of late

adulthood. In Case B2, a combination of recession, a weakened balance sheet, sales decline,

the first ever trading loss and a resignation of the sales manager were clear indications of a

crisis of leadership. However, G2 firmly resisted the professionalisation and strategic marketing

recommendations of the consultant (his trusted friend) and spent two years seeking personal

and corporate direction. During this time, he was unable to plan a life structure for late

adulthood and hung onto the old (pie-age 60 transition) life structure even though it was now

dysfunctional in the new reality. When he decided to position his four sons in key positions in

the firm, rather than bring in non-family managers, this ensured the founder's legacy and the

continuity of the firm as a family business. With this decision made, he created new sales and

led the business into its fastest ever growth period.

7.5.2 Evolutionary and Revolutionary Development Activity in the Transition Cycle

When the task activity recorded from six transitions was divided into the phases shown in Table

7.2, it became clear that the purpose of the exploration phase is to do the work of analysing

one's own data and one's own family's data to see what can be learned from it, and to assess

whether the structure needs to be reinforced (but not fundamentally changed) to serve the

system in the future, or whether it needs to be re-constructed. The impact of events and the

timing of transitions in the lives of key players are consistent with there being a trigger event
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that serves to initiate the transition and another trigger that serves to mark the end of the

exploration phase and the start of the completion phase

The resting period after the trigger in the transition cycle was a nodal time in the family-

business system. It was usually a short lived period (from I or 2 months but taking two years

for B2). Afterthetriggerwas acknowledged, in each case, a signal was publicly broadcast (i.e.

was vocalised by the senior generation leader to the successor as a minimum) that the future

was going to be different from the past, and in general temis what that difference would mean

in terms of successors' roles. If a CO-SP succession was intended, then the roles that had

suited to the outgoing generation throughout their tenure would change and new roles would

emerge suited to the new generation; different people would therefore be installed to newly-

created ownership / leadership roles. If a CO-CO succession was intended, then the roles that

had been suitable for the outgoing generation would remain as before but the personnel in the

roles would change when the new generation was installed. It was at this juncture that a choice

was made by the outgoing COs about the nature of the work to be carried out next. This

depended on whether the chosen post-succession structure was to be more of the same (CO-

CO) and therefore the developmental work associated was evolutionary in the family-business

system, or whether the post-succession structure was to be different (CO-SP) in which case the

work was revolutionary in the family-business system. Table 7.2 shows that in all the cases

observed, two identical tasks were carried out in the first phase of the transition cycle. These

were (i) an announcement of the intended outcome structure (CO or SP) followed by (ii) a

period of evolutionary work in the resting period when the senior generation actively prevented

structure-changing work from being done even though it has been signaled as this brief

summary shows:

• In Al :(1 CO-CO) the founder remained in situ and firmly in control until 1984 despite his

retiral announcement and selection of his son as MD in 1979.

• In Al :(2hld CO-CO) a lot of support was given to the G3 successor during the acquisition

period when G2 and G3 worked closely together during an exciting phase in the growth of

the business. But aside from this, G2 was reluctantly (i.e. under the advice of his brother-in-

law who was also the auditor) blocking the transfer of controlling ownership to G3 as he
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had been expecting. This led to bad feeling and set back the required revolutionary

development work involved, including how the ownership transfer should be decided. As a

result, the succession process was setback.

• In Case A2, the founder announced his succession plan during the recovery form his

illness and changed his will to guarantee controlling ownership eventually to his son.

However, there were no changes to the power structure or leadership of the firm for the

next seven years.

• In A3, the founder prevented G2 from getting promotion to line manager even though G2

had line management responsibilities and needed the title to affirm his authority and

credibility in the firm.

• In Case BI, the senior generation (G2) became disillusioned with the prospect of early

retirement at 50 then again at 55, even though he had stated this as his goal. His advisers

had been instructed to have a pension and finance package guaranteeing him independent

wealth by 55 and this was in place. Even though all the pieces were in place, he persisted

in denying the transfer of the title of MD and the transfer of the power over key business

performance indicators to G3, who became increasingly frustrated.

• In case B2, during the 1990-92 crisis of leadership, the founder refused to make the

changes required to get the sales function established and even by 1998 had not made any

significant changes to the power structure.

The Resting Period and the Shift into the Exploration Phase

Although it is manifested in different ways in each case, the resting period appears to serve the

purpose of allowing a ucooling off" time for the senior generation after the anxiety of the trigger

and their announcement of a future in which they would not be the leader / owner. The shift into

the exploration phase took from 1-2 years after which the exploration phase itself lasted a

minimum of 3 years. During this time, successors and successees gathered evidence for

themselves about how workable the senior generation's chosen and announced succession

outcome was likely to be for themselves in relation to their current life stage:
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. Case A2 was an example in which the successor believed his father's plan was

unworkable: he could not tolerate the constraints that came with the deal of becoming the

next CO at some unknown time in the future.

. The founder in Case A3 kept his misgivings to himself but regarded his successor as

unsuitable and continually postponed a much needed expansion into bigger premises.

. In case B2, the exploration phase became the time when the key individuals had to face

their dilemma. Most people felt that the situation under the founder's leadership was

unworkable, and the founder himself was not sure whether a family business succession

was workable. Everyone therefore had to decide what to do with their data: should they try

to rectify the flaw in their life structure by finding alternative solutions? These were to face

up to the founder and risk being cut-off; to stay put under the erratic but stimulating

leadership of the founder, to leave and create a different life structure elsewhere (leaving

may be a self-imposed cut-off in this family).

The data suggest that during the transition cycle, there are two structures (one for each

generRtion) running alongside each other until the old one is dismantled enough and the new

one is strengthened enough to allow the new structure to takeover. The exploration phase is

where this building I dismantling process takes place.

Ending the Exploration Phase and Into the Commitment Phase: The Trigger

In each case, a notable event marked the ending of the exploration phase, where work had

taken place on the structure building or refining to significantly shift the family-business system

in the direction of its desired succession outcome. The exploration phase was where the most

challenging work of the entire succession transition took place, because it required the re-

definition or re-negotiation of relationships and roles in the family system and in the business

system. After the false start earlier in the transition cycle, in the cases where this work was

carried through to completion, there was an intensity and diligence to the exploration phase

work because time was running out and there was sufficient readiness in the system to prevent

further resistance.
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• In Case A2, the exploration phase came to an abrupt end when the offer of sale came in

and the successor announced his wish to get out of the business and to resume his

professional career, social and family life.

• Case 62 shows that even when the passage to late adulthood had been acknowledged by

the founder, and he agreed to delegate certain roles and tasks, the work of shifting the

business from a culture of centralised power toward one where power would be shared

was painful and required a lot of experimentation and searching for the most workable way

to structure the system for the future.

Commitment to the New Structure

Relatively little information is available on this phase because at the time the data collection

period ended, most of the cases were still in the exploration stage and were dealing with

evolutionary or revolutionary development tasks such as working out ownership transfer or the

sharing of power and authority in real time. Of the cases where a completion was achieved

(Case Al: 1st CO-CO and Case A2), in terms of transition task activity is clear from Table 7.2

that a clear commitment was finally made to settle with a chosen structure for the future and to

definitively resume with work which would build and strengthen that structure. The Commitment

phase marks the end of the transition and is characterised by the system's choice of a way

forward, ceasing to reflect, explore, or analyse data and consider a range of choices any more.

The period of relative openness shuts down and an affirmation is made to a chosen structure:

• In Case Al, once the founder stepped aside, G2 swiftly made his mark by taking over

power, installing his allies in the senior management team and designing a career

development programme for his own successor.

• In Case A2, there was only six months between the successor's decision to leave and his

actual exit. In this six months, both generations worked on getting the business looking

good enough on paper and in internal efficiencies to be attractive for sale. During this time,

the successor got a new job lined up and got the clearance to make many changes in the

firm that had been resisted by the senior generation and his allies on the board for up to

three years.
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7.6 Conclusion

The results obtained from the macro level analysis have shown that the family-business

systems studied experienced alternating cycles of stability and transition throughout their life

cycles. When the family-business systems arrived at the specific period in their life-cycle during

which ownership and leadership were in transition, they then each embarked on a

characteristic "transition cycle" that contained a common sequence of phases separated by

trigger events. The trigger events generated very high levels of anxiety in family- business

systems. These were seen most often to include family-related issues such as health crises

and the significant birthdays associated with adult life-stage transitions. To a lesser extent,

time-limited events such as general elections and the dissolution of a trust were also trigger

events, but only when aligned with personal adult development imperatives in key constituents.

To alleviate anxiety, all the current controlling owners decisively made their choice of

succession outcome in the wake of the first trigger. However, the rush to make a choice served

to setback the ownership and leadership transition either temporarily or permanently because

during the exploration phase, their choices were found to be not feasible or workable for the

successor generation. It was found that the most productive time for succession task activity

requiring fundamental change or modifications to chosen life structures was when the senior

generation's adult development transition into late adulthood coincided with the junior

generation's age 30 transition. When these were misaligned, or when these transitions were set

back because there was still unfinished work from other adult development stages to attend to,

the developmental window of opportunity was lost and the generational transition took the form

of a power struggle.

These firms studied did not follow the model for best practice through the succession period.

This may be because the best practice model does not contain enough detail about the intra-

phase sequence during the transition cycle. It is inevitable that anxieties will be high during and

after the turmoil generated by the trigger, and that instinctively the key individuals will act to

alleviate this anxiety, predictably by reconnecting with what they know to have served them well
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in the past. These cases suggest the best practice transition map needs to be modified to take

account of this anxious response; it needs to show that the work of disengagement is more

likely to start in the exploration phase and to be completed in the commitment phase. The

emotional basis for this pattern of activity will be analysed in the next chapter to determine the

extent to which this deviation from best practice has its roots in the emotional functioning in

family-business systems.
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CHAPTER EIGHT

EMOTIONAL FUNCTIONING AND TRANSITION TASKS

8.1	 Introduction

This chapter contains the final stage of analysis for the third research objective, which was to

investigate the factors influencing individuals and their families to either promote or prevent

work being carried out on the tasks associated with their generational transition. The analytical

approach used in this study has been one of reduction from macro-analysis to micro-analysis.

The previous chapter contained the macro-level analysis of the systems and constituents

observed in the case studies over their life cycle so far, and identified a common route traveled

through the succession transition in all the cases observed. This route contained identifiable

periods of stability and change to be passed through in this succession journey.

A relationship was also identified between the adult development and life-cycle processes

underway in key individuals and the degree of succession task activity or inactivity taking place

in their businesses. In this relationship, the level and quality of succession task activity taking

place (or not) in the ownership, family and business sub-systems was a function of the degree

of "readiness" (or not) of key individuals in the system to address their adult development

agenda. When key individuals were "ready" to do the work required in their personal and

relationship domains, this paved the way for progress with succession tasks that needed to be

clarified and completed in the business and ownership subsystem. When individuals were not

sufficiently "ready" this held up the succession journey, and impacted upon the life cycles of

other family members and on the life of the business.

This misalignment of life-cycles and adult development stage in the individuals effectively held

up the progress required in the other systems to complete the succession journey and keep the

business evolving. To the extent that the senior generation denied their adult development

agenda, their businesses encountered crises of leadership or strategic drift, and their offspring

were "held up" in terms of their own development agendas.
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In this chapter, a micro-level analysis takes place to explore the emotional basis of

developmental 'readiness". It examines the influence of emotional dynamics amongst

individuals and family members underlying decision-making and task activity during these

specific life-cycle periods when ownership and leadership are in transition.

The micro-analysis involves the following sub-objectives:

3.1 To identify the patterns of emotional functioning taking place in response to stressors on

the family system experienced during the transition process.

3.2 To investigate the way in which common emotional responses led to different degrees of

progress and different succession task outcomes.

8.2 Cultural Differences Observed in the Case Study Families

It became clear from the transcripts that each family had its own story to tell containing complex

family and business overlaps that were steeped in the families' histories and narratives. Despite

being identical in terms of their family, business and life-cycle stages and sharing the common

goal of a completed succession in five years, it was not surprising that each family had a very

different culture, and operated by different value systems and regimes. For Families Al and A3,

for example, religion was a very important feature of family life, but the way in which it affected

their businesses was very different: Family Al's senior generation said religion meant to them a

sense of spirituality about what they were trying to achieve in the business and a Christian

outlook in their human and business relations. By comparison, family A3's senior generation

took a more literal approach in its application, stating for example a refusal to spend money on

advertising in the belief that God would provide.

There were other differences between the families to do with their values around wealth and

the use of money. The father in family A2 spoke out vehemently against the opulence and

materialistic living he had seen in his wife's family business, yet his son / successor struggled

to rationalise his father's excessive remuneration from the business and his penchant for long,

expensive holidays by saying 'he's living as though there's no tomorrow". The father in family

Al, however, was more open and communicated directly about his wealth, saying he was
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conscious and grateful that he and his family enjoyed an excellent lifestyle and that he had

been anxious all his life about not having enough to retire on and lucky enough to have been

able to ensure a good pension was going to be in place. In family B2, the father was very

wealthy indeed but was generally unkempt and refused to travel any other way than economy

class. He adhered to his very modest beginnings in life and ruled the compensation and perks

system as though to ensure his sons would not forget one of his favourite sayings: "you can

only wear one suit". The offspring in case BI were bullied at school because their father had

two cars when most families had none, and were puzzled why their peers would not correlate

their father's hard work with their standard of living. They realised they paid the price of having

an absentee father in the early years.

The micro analysis also revealed other cultural themes to do with gender and class,

interweaving the stories from each family; these are illustrated in the analysis below.

8.3 Sub-Objective 3.1 Identifying Patterns of Emotional Functioning in Response to
Stressors or Pressure for Change

8.3.1 Assessing the Emotional Health of the Families in the Study

For this objective to be achieved, it was important to explore whether there was a relationship

between family functioning and progress (or the lack of progress) being made with transition

tasks, and the nature of this relationship. Information was gathered on family emotional

functioning to determine whether there was any variation between the families who were

participating in the study in terms of their emotional health. It was desirable to know how well

each family was functioning during the transition period to see if there were signs of emotional

distress outwith the normal" range, as defined by the Circumplex Model of family functioning

(Chapter 2.4.3.1 p.33) and the Bowenian Analysis of emotional functioning (Chapter 2.3 p.1 3).

It was also desirable to use a consistent measure of family functioning so that comparisons

between cases could be made. Three approaches were used for this in order to ensure that the

assessment used reliable subjective and objective methods, that the methods covered the

duration of the research period and so that multiple sources of data were used in keeping with

the case study method. The three methods were:
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• the analysis of data collected from interviews: this was an ongoing process and allowed an

intuitive qualitative assessment to be made of each person's ability to manage anxiety at

each interview and over the duration of the data collection period.

Bowenian Family Evaluation process: this relied on observations being made over time,

behaviour rated against stated family evaluation criteria throughout the research period and

summarised at the end of the research (Kerr and Bowen, 1978),

• FACES II (Family Adaptability and Cohesion Evaluation Scales) psychometric assessment

device: this used a quantitative approach and gave a profile of the family's functioning at a

specific point in time.

The results of the Bowenian Family Evaluation process are shown in Table 8.1- 8.5 with

accompanying genograms in Figures 8.1-8.5. The analysis shows that all the families have no

significant history of emotional functioning problems, and that most of the stressors they have

encountered are being managed reasonably well:

• Case Al: The family had adapted to and coped with severe anxiety before and during the

father's illness, but had got over this well, with mild to moderate "bound anxiety about the

family and business ramifications of wealth and ownership. Intact extended families and

low incidence of cut-off (Figure 8.1 and Table 8.1).

G1F	 b.1911
1995 Stroke

b. i g e 	 G2S1 /
1994: angina

33%

b.19

G3SI

17%

•G2S2's death "earthquake'
in the family
• conflict between Gi & G2
• spouses & outsiders buffer
•threats of conflict

@95 dementia

b.1946b 1937/\
d.1967
road accident

b.1966

qH

Figure 8.1: Emotional Functioning in Case Al Family Genogram
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Table 8.1 Bowenian Family Evaluation: CO-CO Case Al

Case Al
Component
	

Rating Scale

History of family problems	 mild	 moderate	 severe
e.g. degree of dysfunction	 none	 none	 none
(factslviews of symptoms/problems)
Relationship history I key events 1984: Founder retired

1994: G2: Heart problems
1994: G3S1 leaves home! marries
1997: G2 passes MD title to G3

Sibling position	 (See Genogram Figure 9.1)
Nuclear family emotional process(See Genogram Figure 9.1)

Stressors	 mild	 moderate	 severe
(magnitude, number and timing of events @1992-4
G2 Pressure from church work	 *
G2 Increased competition	 *
Health problems	 *

@ 1994-6
G2's Aging parents	 *
Ownership transfer problems 	 *
Facing retirement	 *
G2&G3 increased competition 	 *
G3 separation issues	 *

Emotional Reactivity	 low	 high
("bound" anxiety)	 0	 10
(compare other families by experience) 	 3
Nuclear Family
Adaptiveness (to stress experienced)	 5

Low	 high
Extended family	 1
Stability&	 5
Intactness	 Low	 high
Emotional Cutoff	 1
(attachment I distance)	 2

421



A2: The family had coped with the anxiety around the finance and health crises, but had

adapted by relying on the son ("binding their anxiety") to sustain the parents' income and

thereby keep the family and business intact. This caused separation issues. The family had

a tendency to cut off and to control emotional connections by keeping people in or out as

desired. Those on the inside or outside paid a high prices for this type of emotional

connection (Figure 8.2 and Table 8.2).

Figure 8.2: Emotional Functioning in Case A2 Family Genogram
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Table 8.2 Bowenian Family Evaluation: CO-CO Case A2

Case A2
Corn ponent	 Rating Scale

History of family problems	 mild	 moderate	 severe
e.g. degree of dysfunction 	 not known
(facts/views of symptoms/problems)
Relationship history I key events 1984: G2 Business Funds crisis

1990: G2: Heart problems: Attracts son to firm
1990: G3 joins firm & gets married
1997: G3 leaves & starts a family

Sibling position	 (See Genogram Figure 9.2)
Nuclear family emotional process(See Genogram Figure 9.2)

Stressors	 mild	 moderate	 severe
(magnitude, number and timing of events)
@1984: G2finance problems in the firm 	 *
1990: Health problems	 *
1994-6 Succession issues	 *
Increased competition & industry decline 	 *
Facing retirement 	 *
Retirement income	 *

Emotional Reactivity	 low	 high
('bound" anxiety)	 0	 10
(compare other families by experience) 	 6
Nuclear Family
Adaptiveness (to stress experienced) 	 4

Low	 high
Extended family	 I	 3	 5
Stability &	 not known
Intactness

Low	 high
Emotional Cutoff	 1
(attachment I distance)	 4
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. A3: The family had adapted and coped with the anxiety around the son's accident, but was

struggling with the issues around power and status being transferred from father to son.

This became uboundn in unhelpful insider I outsider triangles that kept the business and the

key people involved "stuck" emotionally and developmentally (Figure 8.3 and Table 8.3).

b.1931	 G1F

28.6

b.1966

•G2 is kept at a distance from
the business by his parents.

/\b.1966

ç,)

Figure 8.3: Emotional Functioning in Case A3 Family Genogram
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severe
none

severe

high
10

5

3
high
5

3
high
5

Table 8.3 Bowenian Family Evaluation: CO-CO Case A3

Case A3
Component	 Rating Scale

History of family problems	 mild	 moderate
e.g. degree of dysfunction	 none	 none
(facts/views of symptoms/problems)

Relationship history I key events 1975: Founder made redundant; starts family firm
1990: Founder turns 60: Attracts G2 to firm
1994: G3 in serious accident

Sibling position	 (See Genogram Figure 9.3)
Nuclear family emotional process(See Genogram Figure 9.3)

Stressors	 mild	 moderate
(magnitude, number and timing of events)
1994: 02's accident
	 *

1995-98 Succession issues
Business growth / structure	 *
Facing retirement
	 *

Separation issues	 *

*

Emotional Reactivity
('bound" anxiety)
(compare other families by experience)
Nuclear Family
Adaptiveness (to stress experienced)

Extended family
Stability &
Intactness

Emotional Cutoff
(attachment! distance)

low
0

3

Low
I
not known

Low
I

2
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Bi: The family had adapted and coped with the son's accident a few years ago and now

faced the challenge of shifting power and control from the father to the offspring. They were

not adapting to this and were struggling with separation issues for the adult children. The

business was used to hold back this development as far as possible (Figure 8.4 and Table

8.4)

b.1 908
d.1972

G2SI

-	 -. / G2S2SP
b.19311 .-"	 - -	 b1942

86%

b.1966	 b.1967_'N.._	 b.1972

G3S	 I G3S2 J	 G3S3

1%
1993

• Males use the business to
distance females

Figure 8.4: Emotional Functioning in Case BI Family Genogram
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*

*
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0

2

5
Low
1
not known

Low
1

2

high
5

high
5

Table 8.4 Bowenian Famil y Evaluation: CO-S P Case BI

Case BI
Component	 Rating Scale

History of family problems	 mild	 moderate
e.g. degree of dysfunction	 none	 none
(facts/views of symptoms/problems)

Relationship history! key events
1972: Founder quick decline & death from cancer
1995: GI age 55: cant disengage from firm
1997: Acquisition re-kindles 02 in the business

SibUng position	 (See Genogrm Figure 9.4
Nuclear family emotional process 	 (See Genogram Figure 9.4)
Stressors	 mild	 moderate

severe
none

severe
(magnitude, number and timing of events)
1995-98 Succession issues
Business growth / structure
Facing retirement I identity issues
G3 Separation issues

Emotional Reactivity
("bound" anxiety)
(compare other families by experience)
Nuclear Family
Adaptiveness (to stress experienced)

Extended family
Stability &
Intactness

Emotional Cutoff
(attachment / distance)

*

high
10
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• 82: had the most interesting family history with more incidence of cut-off, divorce and

anxiety being bound around nodal family events such as launching (when the children

entered the business) separation (incomplete due to ongoing financial dependence on the

founder and retirement (denial). The family system was generally able to absorb the anxiety

generated by their passage through life and their serial entrepreneurship; mild and chronic

symptoms of depression affected the founder's spouse, but this did not require medical

help or intervention.

Family objected to
marriage
cut-off

1906
own busines
d .1968
(lung l/\l
cancer)

Maed
well'.	 I Si	 I

difricultie?—	
G1

business	 tJ

b.1 964

• Businesses create
distance between
males & females
• Money \ wealth used to
keep people
connected \ distanced

0. childbirth	 String of grocery stores

divorce: cut-off &	 after

TJpoor

	

emily objected to	 health

disinherited,	 childbirth

	

the blitz,i	 age 48;Died in	 - - -
	 injured and

widowed
in the blitz

G1M Broughtupby
sisters until 4,
then by aunt
Depression

respiratory
problems

b.1930
b.1935

b.197l

Figure 8.5: Emotional Functioning in Case B2 Family Genogram
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Table 8.5 Bowenian Famil y Evaluation: CO-S P Case B2
Case B2

Component	 Rating Scale

History of family problems	 mild	 moderate	 severe
e.g. degree of dysfunction	 depression	 none	 none
(facts/views of symptoms/problems) 	 illness

Relationship history/ key events 1930s:Family members cut off for "bad' marriages
1970: G1F age 40: moves the family to new business
1975-90: businesses affect G1F's marriage
1980: Gi F attracts sons to new venture

Sibling position	 (See Genogram Figure 9.5)
Nuclear family emotional process(See Genogram Figure 9.5)

mild	 moderate
	

severeStressors
Rural hotel business affects marriage
& parenting
New Venture business growth I structure
Facing retirement / identfty issues
Wealth: dependency on founder
1995-98 Succession issues
G3 Separation issues

Emotional Reactivity	 low
	

high
("bound" anxiety) 	 0

	
10

(compare other families by experience)
Nuclear Family
Adaptiveness (to stress experienced)

Low
	

high
Extended family	 1

	
3
	

5
Stability &	 2
Intactness	 Low

	
high

Emotional Cutoff	 1
	

3
	

5
(attachment I distance)
	

5

The FACES analysis used a 30-item self-report assessment device to measure family health

along the key dimensions from the family theory and family therapy literature. The result are

presented in terms of the Circumplex model (Chapter 2.4).

The two key dimensions on the model are family cohesion and family adaptability (Figure 2.5,

p.35). Family Cohesion is the extent to which family members are separated from or connected

to their family, and is assessed by measuring certain specific concepts: emotional bonding,

boundaries, coalition, time, spaces, friends, decision making, interests and recreation.

Cohesion ranges from extreme low cohesion ('disengaged") to extreme high cohesion

("enmeshed"); two moderate or balanced levels of cohesion are "separated" and "connected".
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Family flexibility or adaptability measures the ability of a marital or family system to change its

power structure, role relationships, and relationship rules in response to situational and

developmental stress: it uses the specific concepts: family power, (assertiveness, control,

discipline), negotiation style, role relationships and relationship rules. Adaptability or flexibility

ranges from extreme low adaptability ("rigid") to extreme high adaptability ("chaotic"); two

moderate or balanced levels of adaptability are "structured" and "flexible". Generational

transitions are times when all of these concepts come into play: people are subject to

developmental and situational stressors at this time, and shifts are expected to occur in

relationships within the family and the business. Four of the five case study firms carried out the

FACES assessment; only A2 declined and in case B2, only the junior generation took part.

Figure 8.6 gives a diagrammatic representation of the functioning of the families in cases Al,

A3, Bi and B2 on the Circumplex model, and summarises the results for the two key

dimensions.

The model assumes that couples and families with Balanced types (two central levels) will

generally function more adequately across the family life cycle than those at the Unbalanced

(Extreme) types. All of the families who responded were situated in the "normal" zone of the

model, although Al, A3, and BI have family members in the senior generation who are in the

mid range for cohesion, meaning there would be more dependence than independence in the

system, and an emphasis on togetherness and loyalty. Only B2 did not score highly on

cohesion: the profile of three of the four siblings was in the "separated" zone, where there is

less emphasis on loyalty, more independence than dependence in the system, and less

emphasis on togetherness. On the surface, this did not fit with the Bowen analysis nor with the

data from the case study material in which one of the most notable features was the enforced

togetherness and the emphasis on the expected loyalty in the family, to the father and to the

business. However, on closer examination, the profile of 83, the successor, is not separated"

but is "structurally connected", which is more in tune with the regime set out by the father. The

FACES analysis may therefore be highlighting that siblings SI, S2 and S4 are having more

success in their attempts to work on their own separation and individuation in the family

system. The data collected from the interviews suggested that all the sons were loyal, but the
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FACES data may be indicative of compliance rather than loyalty. The profile of S3 was

significantly different to those of his brothers. He was regarded as the father's "favounte and

was naturally closer to the founder as he was being personally groomed by the father to try to

replicate the father's style of running the business.

The FACES assessment device was used to corroborate the data from the interviews and other

sources. Although the reliability of the FACES instrument has probably been more thoroughly

checked than any of the other family assessment devices available, it was, however, designed

to assist therapists with their assessment of families presenting for therapy or for research into

family pathology. This may have contributed to the administrative difficulties with the

questionnaire. It was, nevertheless, helpful as another source of evidence and to triangulate

data.
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Case AlFigure 8.6.1
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Y

Al:	 Family Cohesion: 6.5 uConnected
Family Adaptability: 5 "Flexible"
Family Type: 4.75	 "Mid-Range"

i.e extreme on cohesion dimension,
moderate on adaptability dimension.

Figure 8.6.2: Case A3
High
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L
E

I
Y

High Figure 8.6.2: Case BI
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L
E

L

r
Y

Figure 8.6 FACES II Assessments

A3:	 Family Cohesion: 5.3 "Connected"
Family Adaptability: 3 "Structured"
Family Type: 4.15	 "Mid-Range"
i.e extreme on cohesion dimension,
moderate on adaptability dimension.

BI:	 Family Cohesion: 5.6 "Connected"
Family Adaptability: 5.0 "Flexible"
Family Type: 5.3	 "Moderately

Balanced"
i.e. moderate on both dimensions

Figure 8.6.2: Case 32 (G2 only)
High

Low-----Cohesion-----HI h

I	 2Jsis
B	 S4
IS3_

Low

B2: Family cohesion: 4.0 "Separated"
Family adaptability: 4.25"Structured"
Family Type: 4.1
"Mid-Range" / Moderately Balanced"
i.e. moderate on both dimensions
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8.3.2 Emotional Functioning Patterns

Despite their cultural differences, the analysis uncovered consistent patterns of emotional

functioning in the families, although the outcomes created by their functioning were very

different. Examples are presented below of the consistency and impact of emotional functioning

during task activities in the family, business and ownership subsystems. The constant

comparison taking place between literature, cases and the emerging themes led to seven task-

relationship categories being identified that brought about emotional functioning responses and

patterns in the case study families. These were to do with health issues or death in the family,

retirement, conflict, the successor's or successee's "Dream", ownership and estate planning,

board and governance issues and finally, how the family interacted with the researcher who

became, temporarily, part of their system.

The Tables below have been constructed to show the origin of developmental pressure or

events in each of the three key subsystems: family, business and ownership and the emotional

and task responses generated. They highlight the relationship between stressors

(developmental pressures or unexpected events pushing the subsystems towards change), and

the emotional responses made by people to manage their anxiety when the system task could

not be avoided and bad to be attended to. These stressors mobilised patterns of emotional

functioning in the family's key family-business relationships and affected the way in which task

activity was can-led out. The outcome of the task activity they performed was different because

each family had its own values and culture, but the patterns of emotional functioning that

mobilised activity on the task in the first place were consistent. Also, repeating

multigenerational relationship patterns, embedded in the emotional functioning of the families,

were uncovered. These were observable patterns being repeated as the next generation

positioned itself for taking on power and responsibility, just as the previous generation had

done in its day. An example of this phenomenon is illustrated later in this chapter.

8.3.2.1 Emotional Responses to Family Sub-System Tasks

To illustrate this in the family subsystem: (Table 8.6.1 and Table 8.6.2 below) stressors on

family members emanating from the perceived threat of death was evident when the family
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became overtly conscious of it through aging, accidents or serious illnesses. This mobilised

activity by the senior generations in the cases to do what was necessary to secure the firm

positioning of their successor in the business. The senior generation fathers in cases A2 and

A3 made attractive offers to their sons to bring them into the business as the successor. There

was a timing coincidence between the offers being made and events taking place in the family

system, such as significant birthdays or illnesses. For the successors working elsewhere in

other careers (Cases A2 and A3), offers were made to them of a fast-track to the top, some

with pay above the market rates. In Case Al, where the successor had been in the business for

ten years when the family was shaken by the father's angina attack, detailed plans were drawn

up by the father during his recovery period and set out an agreed timescale to handing over the

title. Ownership (or the legitimate expectation of a higher proportion of ownership at some time)

for the successor was also brought into these plans sometimes as part of the psychological

contract ("someday it will all be yours" was inferred in Al, A3, BI and B2). In the case of A2,

the will was re-written during the father's recovery period to assure the successor of total

ownership after both his parents had died. The reality of the senior family members' aging

seemed to be brought home to all the family when it was made undeniably apparent by illness

or emotionally significant times such as birthdays: 55 qualifies seniors for retirement relief, 60

marks the entry to late adulthood and 65 is the national age for male retirement. Once it was no

longer deniable, the perception of death and decline mobilised a developmental response to

get some work done on the structure needed to make the next phase workable. There were

different outcomes from these efforts (not all aspects of the plans that were hastily drawn up

were feasible), but the relationship processes initiated were the same.

The senior generations in the cases all faced the task of handling the prospect of retirement.

This presented another example of identical emotional functioning processes taking place with

different outcomes for all (Table 8.6.2 below). All the senior generation people interviewed had

anxieties about their marriage in terms of what to do with the remaining time they had together

without there being a business there to distract them. There were also anxieties about aging

and decline and what late adulthood may bring. In all of the cases, a response was noted that

after the successor had been identified, the seniors' attention then became diverted away from
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their own challenges, and onto the junior generation's performance, (or lack thereof). This

sustained the couple's ability to use the business to regulate the distance or closeness in their

relationship, and effectively created a parent-child triangle. Each successor then effectively

took the glare of the spotlight off the parents' retirement and aging. The successors,

meanwhile, also had a full developmental plate dealing with entering middle adulthood, with

striving to attain worthiness of leadership and with finding a balance in their own family and

business lives.

The successful installment of the successor took place according to plan in only one case (Al)

out of the five. Even then, the father was having great difficulty taking time out of the business,

being away from its routines and the excitement of growth, and he was unable to decide on the

ownership outcome. This infers that there was an emotional purpose for getting the successor

installed at that precise time when anxieties were high: having the successor in place gave the

parents a window of time in which to avoid dealing with aging, or to start to come to terms with

it. The clearest example of this came from case A2 where the urgent installment of the

successor after his father's health crisis effectively put him in the position of being both the

emotional and financial insurance policy for his parents. However, he found himself in a bind

because he had the title of Director but no strategic power, so being responsible for his parents'

financial and emotional well being without being able to develop and grow the business as he

wished kept him stifled and frustrated.

In order to offset anxieties about retirement in these families, the same pattern of emotional

functioning took place to draw in sons as successors and to position them as emotional buffers

between the senior generation spouses. Whether the son actually attained the title and power

(i.e. the succession task outcome was achieved) did not appear to be a priority for the senior

generation since relatively little effort was put into making this happen despite its importance to

the succession overall. This implies there were other priorities for the senior generation, one of

which may have been to find a way of shifting the focus of their anxieties as spouses and other

issues of self identity into another arena, usually the successor's performance.
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8.3.2.2 Emotional Responses to Business Sub-System Tasks

In the business subsystem, all the firms were moving from a stage in their life-cycles

corresponding to Greiner's Phase 2 towards Phase 3 (Section 3.6, p.78). In Phase 2, the

management focus is on internal efficiency, there is a centralised structure and a directive, top-

down management style allowing "Growth Through Direction'. When this continues over time,

employees become stifled as the power structures in place prevent them from using the

knowledge and expertise gained by being close to the customers, and from using their initiative.

Top managers struggle with the build-up of internal pressures for change; these require them to

give up responsibility and to empower others lower in the hierarchy. A "Crisis of Autonomy" is

therefore necessary to settle the system down again into Phase 3, known as "Growth Through

Delegation". In Phase 3, a strategy of growth and expansion is usually achieved through

delegation by management and a decentralised structure. All the firms in this study claimed to

be attempting to grow (and had achieved significant growth in the three years prior to the

study), but there were internal struggles about what kind of growth: how was it to be funded? in

what direction?; most importantly, who was to lead and be responsible for the growth? It was

clear that in these cases, the firms had not truly emerged from their crisis of autonomy

(requiring a different concept of power) and that until more progress was made on the

unfinished business of dismantling the seniors' autonomy, achieving growth through delegation

would be accompanied by resistance to this direction being taken.

Table 8.7 shows the emotional impact on family members of the pressure for development and

change in the business and the way in which they dealt with anxiety around these tasks. The

cases were compared to show how they handled the succession task of business planning.

This led them into the issue of strategic choice, and the overall mission of the business. Whilst

the strategic outcomes turned out to be very different for each of the firms, what was consistent

in all the families was the emotional process with which they became engaged and its

importance in the decision making process. The emotional processes were most overtly linked

to the adult development activity taking place in the business subsystem because the firm's

performance reflects the strategic capability of its leaders, and is therefore the arena whereby

the feasibility of Dreams and chosen life structures are tested out.
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The father and son in Case Al had been looking to make an acquisition for some time, and a

potential deal had been on and off over the years of the study. The successor, who was 30 and

married with two small children, had been working in the business eleven years when the

acquisition fell through the second time. He regarded the acquisition as his main opportunity to

"make his mark" on the business, as both generations had done before him.

Clearly a big issue for this man entering middle adulthood is the developmental task described

by Levinson of uBecoming One's Own Man". Having secure and satisfactory relationship and

career structures in his life structure, he now felt the need to work on his Dream of perpetuating

the family business. He also commented

"If I sat here and did nothing with the company, rested on the success of past
generations, then when I am retiring at whatever it turns out to be, 55. 60 or 65, I might
look back and say uwell I know I just sat back..."...there's just the possibility I might look
back with regret. So I think I would rather try and progress the company. And hand it
over to my boy [now 2 years old] and let him do what he likes with It." (ibid, p12).

In order to progress with achieving his Dream, after the acquisition fell through the second time,

the son carried out an analysis of the market in England and recruited an agent to develop the

business there. When the acquisition was finally completed a year later, he had tangible

evidence of progress in the career strand of his development task: he had been given the title

of MD and he had made his mark by strategically positioning the business for market

penetration by geographical expansion. He was now developmentally ready to settle down,

secure with a life structure which should serve him well until the next developmental transition

comes along. His father was attending developmentally to the task of entering late adulthood

and was actively working on building a life structure to help him cope with ageing, retirement

and his relationship with his spouse. In this case, the personal, family and business

developmental tasks were reasonably well aligned and led to productive, relatively harmonious

working relationships for father and son on this matter. There was no board of directors in this

firm and these decisions were very much the domain of the father - son dyad.

Things did not go as smoothly for the successors in the other two firms. The outcome in Case

A2 was quite different to case Al's approach to business development. Case A2 claimed its
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business strategy was one of growth through expansion, but growth had tailed off considerably

in the last year. The successor (the uinsurance policy" for the parents mentioned above) was

28; he married literally in the same week he joined the firm five years ago and had no children

yet but he and his spouse were delaying starting a family; he was a Chartered Accountant by

profession and a director in the firm. Throughout the study, he struggled in a number of ways to

get the firm onto a better footing professionally and financially. The board of directors was

effectively a rubber-stamp board and so the son had no allies at this level. The successor

wanted to go into some form of diversification to balance the high risk of exposure to cash flow

crisis posed by the family business. Throughout 1996 and 1997 he tried, but failed, to get the

board to support his ideas for diversification.

The son had made approaches to his father about other business opportunities the firm could

go into, but his father had not agreed to any of them. The father regarded the business as his

pension; after the financial crisis in 1984, he and the other director-shareholders took as much

money as they could out of the business and did not want the risk of extra borrowing. The son

described how he missed his professional accountancy career, his peers and the Friday

afternoons after work in the pub. As the son came to realise that his Dream of running a

growing business, "hands-on", would not be achieved in the family firm, he also saw how

trapped he was professionally, socially and developmentally. He and his wife resolved not to

start a family until he left the business, but he felt unable to leave for fear of the guilt that a

relapse in his father's health would happen due to the strain of his leaving.

The emotional process of differentiation by the son was a long and painful one. When an offer

of sale of the business was on the horizon, he seized the opportunity to tell his father he

wanted out. He then resolved to leave with a clear conscience and put his energies into getting

the internal workings of the business "fit enough" financially and structurally, rather than

continue to fight the board on the growth strategy issue. He slashed overheads and

implemented a marketing plan. He then left during late '97 to return to the accountancy

profession and he and his wife started a family straight away.
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In this case, personal, family and business developmental tasks were not aligned. The father

made no progress with the developmental task of entering late adulthood, whilst the son

worked, almost frantically, to secure his life structure and get his Dream back in focus before

the age of 30. The change in business strategy from its drifting state to one focussed on being

viable for sale created the space within the family business to bring these strands of his life

together. These emotional and developmental factors led the successor to work on resuming

the separation from his family that had been taking place until his father's illness. He was

differentiating himself from his family of origin. This meant coming to terms with how he felt

about being emotionally trapped as his parents' insurance policy. He had to reconcile what he

thought about his situation with how he was going to act, especially how he would manage

himself when he acted and whether the family would predictably react to his move to get him to

change back. Whether he has truly differentiated will become clear if his father has a relapse

or if he dies before the mother. Then, the son will have the challenge of sustaining his

differentiated stance with his mother, who relies on an income from the business, and may

therefore put emotional pressure on the son to resume taking care of her.

As in case Al above, the business planning task at succession time brought about for case A2

the need to attend to unfinished emotional and developmental business before a strategic

outcome could be achieved. Where personal, family and business developmental tasks were

reasonably well aligned, this led to clear outcomes in the business task dimension. However

when they were misaligned, conflicting emotional responses in the family meant the business

planning task was not attended to. As with the family subsystem tasks, in the business

subsystem the firms ended up with different outcomes to the business planning task, but they

went through the same emotional process of anxiety about their adult development tasks.

When key individuals in both generations were able to recognise the emotional impact of their

family and business situations, the strategic direction of these businesses were clear and

focused (Case Al). When individuals of either generation were unsure as to how to address

their emotional and developmental tasks within the structures of the family business, the

strategies for growth became blurred and fragmented, and the businesses tended to rely on

random opportunities for incremental growth (A2, A3, BI and 62).
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8.3.2.3 Emotional Responses to Ownership System Tasks

Another consistent pattern of emotional functioning in the three cases was the extent of

apparent emotional tnangling of family and non-family members. This was present in all

subsystems but was most evident in the ownership subsystem tasks of ownership transfer and

estate planning. Whilst the families' use of this emotional response led to different task

outcomes, its functional effect on the family systems was consistent (Table 8.8 below). That is,

anxiety was shifted away from the developmental and succession tasks at hand and brought in

focus in other areas of the family business system. The families' approaches to ownership and

estate planning demonstrate this. In reality, the transfer of business ownership will take place

whether the family plans it or not, because transfer of ownership is a legal requirement on

death. The families in this study did begin work on the planning of share and asset transfer, but

they struggled emotionally when it became complicated, such as when it emerged that spouses

or offspring in the families (who occupied different constituent positions in the structure) voiced

their different pnonties and views. It became even more complex when the issues of tax

avoidance and equal inheritance for their offspring were brought into the equation. Attempts

were made by the families to resolve how and in what proportion the ownership of the business

and the rest of the parents' estates would be transferred. However, embarking on the

communication required by the family to get to a resolution activated emotional triangles to the

point of entrenchment in all cases. The father in case Al triangled-in the company accountant

(in a family and a business sense because the accountant was also the senior's brother-in-law),

isolating the successor in the process, even during the handing over of the title of MD. All

parties, and the whole succession process, became ustuckn as a result because there were

disagreements about equality for an inactive owner. There was a preference in this family for

conflict avoidance and the family-business triangles served to put off dealing with the matter.

The father and successor in case A2 decided on the ownership transfer process between them,

triangling-out the successor's sister; this repeated a pattern from the previous generation

causing a cut-off between the father and his sister over perceived inequalities in the division of

the founder's estate. In case A3 both the father and successor had an unequal division
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of ownership in mind, but had left the mother and sister out of their discussions. When their

views were outlined at a research meeting, the mother became anxious and fearful of a rift if

the sister was not treated equally, especially since there had been equal transfers made to the

offspring in the past so expectations of equality were in place. Once again, families in business

with the same succession task at hand mobilised the same triangling patterns of emotional

functioning and utilised it to a similar end in that they all became emotionally stuck; however

the nature of their "stuckness" was determined by each family's own constellation of family

patterns, values and expectations. The patterns served to address the senior generations'

emotional needs of security and continuity by keeping the successor engaged in the business

and in the family (and thereby perpetuating what the father has created).

A similar pattern was seen in Case B2 where the eldest son, SI, was a Ph.D. student at the

time the new venture started. He left university and joined the firm as one of a number of

minority shareholders (10%). No salaries were taken out of the business by the founder SI for

the first few years. As the business grew, and Si's siblings were recruited into the firm, the

founder bought out all the non-family owners and began giving smaller volumes of shares to

family members. Over the years, Si's proportional ownership of the business was diluted and

his siblings' and pseudo-siblings' salaries were brought into line with his own. In the final

interview with the founder and SI, the founder was aggressive towards Si on the issue of the

forthcoming ownership transfers, which would make the four siblings equal owners. The tension

between the founder and Si had come to a head on this issue, and although 51 had not given

an indication in the interview and over the research period that he had expectations of

disproportionate ownership, he was forcefully told that any aspirations he may have held about

this were false. To deal with his anxiety about the consequences of being in conflict with his

father, SI activated emotional triangles to defuse the issue. The first was his recruitment of his

MBA supervisor as a non executive director (NED) to the business, effectively buffering the

relationship between himself and the founder. Within a year, the NED had identified that

salaries were below market level, even though the founder disagreed. The second triangle

brought in S4 (the youngest sibling who also worked in Scotland) to diffuse the anxiety between

SI and S3, the successor. The founder had said that S3 would be an equal owner but would be
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paid more than equal to justify the title, exacerbating Si's feelings about there being no reward

for being there the longest.

8.3.3 Repeating Multigenerational Relationship Patterns

Repeating patterns of relationship dynamics from the previous generation, apparently

embedded in the emotional functioning of the families, were also uncovered. These were

observable patterns being repeated as the next generation positioned itself for taking on power

and responsibility, just as the previous generation had done in its day. Table 8.9 below

examines the emotional responses in each case around the key categories to do with family

system task responses in all the cases and illustrates where relationship patterns repeat.

In all the cases, the role of wife I mother was repeated from one generation to the next but in

different ways. This inferred that the emotional role of women in family-business systems was

to be a stabilising force, whether this role was enacted in the business (Al and A3), out of it

(A2, BI) or both in and out (B2). Women did not participate at a senior level in any of the cases

observed, largely because they had been excluded from ownership over the generations or

because they had been socialised not to expect to participate at a senior level, and therefore

regarded the business the domain of the siblings, fathers and husbands. Only one case (Bl)

contained two sisters in business with their brother, the eldest was made a director but was

kept out of strategic discussions, and the youngest had recently joined management so her

future was unclear. Mostly, wives held shares for tax purposes and were not very visible in the

firms.

This is not to say that their overall influence was minimal. In case Al, the successors in both

generations relied on their spouses to support them during the anxious phase of the senior's

letting go. In A3, where this was the first CO-CO transition, the parents were actively

encouraging the process of installing the successors wife in a support role identical to the one

they had found useful over the firm's history, despite their daughter-in-law having her own

career path. In A2, women had been excluded from the ownership and the real running of the

business in both the second and third generation, and the pattern of males only in ownership of
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the family business was repeated in the plan for transfer from G2 to G3. Generally, women

stabilised the systems by remaining on the periphery and not questioning their role or

entitlements.

There were other repeating patterns in the CO-SP cases observed. In case B2, the adage that

the business should be used to take care of family needs was repeated by the founder as he

had known earlier generations to do. This took place as long as no one rocked the boat and

brought shame to the family; such circumstances had been known to bring about cut off from

the family and in the will in the past. Although the founder restrained compensation below

comparable rates for some time, he made sure that any of his sons and "pseudosons" could

approach him personally to get access to funds for bigger homes or other requirements; he

also helped other family members who were not associated with the business in similar ways.

He did this in a covert way, so that others were not sure of who had had what help.

In Case BI, the father had discussed the way in which power and majority ownership would go

alon9 the male line just as his father had, despite the fact that there were also two female

siblings to consider in the estate. In the second generation, this issue was much more to the

fore because the successor's two female siblings were both active in the business. At the end

of the data collection stage, at which point the youngest had affirmed her commitment to her

career being in the family business, the father was beginning to realise that rather than the

controlling owner recycle he thought he was dealing with, he was in fact facing a transition to a

sibling partnership. There was no precedent to guide this in his experience, and so even though

his son / successor may think the succession is all but complete, it is entirely possible that it

may be just beginning. This would be a crushing disappointment for the successor, who has

been eagerly awaiting control for many years.
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Table 8.9.1 Case Al: Family Relationship Themes in Father-Son Transitions:

Case Relationship Themes
Al	 1. Health I Death in the family:

.iF) Sudden death of founders' eldest son at
age 22, in 1967

(G2S1) Father's angina attack in 1994

2. Retirement:
When to go; how spouses try to deal with time
together, being useful / active. Father retreats to
business after holidays. No discussion about
long term healthcare despite his aged parents
requiring full nursing care in home, financed by
the family.

Emotional FunctioninQ in the Family
* Emotional shock-waves ripple out from this event:
* - parents' & brothers' bereavement: founder's

Dream is shattered
* father loses key worker / (successor?)
* eldest son joins the firm
* mother joins the business:
- as therapy" for herself;
- as support for founder dealing with the gap left by

his son;
- and for support during difficult early trading years.
* mother panics and calls on elder son for assurance

about her long term care & support if he dies;
* her elder son leaves home & marries soon after
* father sets up the transfer of executive power!

major customers to successor: transfers title within 2
years when father age and successor age 32

* two years later, mother says father unreasonably
fearful of relapse / paranoid.

* as in first to second generation transition, the G2
successor occupies role in central triangle of parents
- successor - business: i.e.
everyone gets taken care of by successor

* succesor in G3 then repeats family pattern and
recruits his wife as the bookkeeper / emotional
caretaker at a time when there is anxiety around: as
with the previous generation, the father is struggling
to make progress with letting go.

* Spouses find it hard to talk about - mortality and the
anxiety around it leading to avoidance / denial.

* Wife recruited into business as bookkeeper: father's
purpose is to triangle her in as emotional caretaker!
buffer in emotional triangle between the father, his
wife & the founder; Son recruits his wife at a time
when anxieties emerge about father's letting go.

3. Conflict between founder and his son ('61-96): * G2 never learned how to resolve differences with his
here, conflicts blow up and soon blow over for	 father because he disliked angry scenes; G2 then
founder; recipients left to deal with emotional	 never taught his son to resolve disputes and anger
backlash,	 was avoided. Pattern of unresolved conflicts

repeated due to pattern of being unwilling to learn
how to adress it being repeated.

4. Successor's Dream: has less time for family 	 * Wife recruited as bookkeeper to take over from
and marriage as he sets about business growth	 mother; she has become part of the
& development to achieve his Dream. 	 multigenerational triangle: all triangled-in their

wives into the central spouse! parent I business
triangle.

5. Ownership / Estate Plannin g: decision
support eg how to divide up shares, whether to
transfer before or after death; implications for
power play between recipient siblings.
No progress is made on this over 3 years.

6. Board & Governance: no Board; strategy and
operational decisions made with successor;
and the rest of the staff informed.

* Emotional triangles around Ownership:
Father seeks advice from accountant I brother-in-
law as did his father and excludes son from
discussions;

* All get caught up in these triangles:
* father, accountant (wife's brother)& successor
* father, mother and accountant (her brother)
* father, eldest son, successor.
* parents, offspring, accountant
* father, accountant, accountant's father (who

was the founder's original adviser)

• Accountant / brother-in-law used as sounding board"
for father only.

7. Interaction with Researcher
Relationship with researcher: no	 Indicative of open, direct communication in the family on
inconsistencies	 topics of comfort only.
amongst narratives. Problems (and their
inability to resolve them) defines consistently
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Table 8.9.2 Case A2: Family Relationship Themes in Father-Son Transitions:

Case	 Relationship Themes	 Emotional Functioning in the Family
A2

1. Health I Death in the family:

G2: Row with sister over mothers will: father
made arrangements without sisters
agreement

Father's heart attack / strokes in 1990 age 53
family relate this to the stress of 1984
financial crisis

2. Retirement: father insists he can not afford to
leave having used his pension to finance the
business in 1984. Son's account disputes this.
Father achieves a balance between being at
work and taking many long, expensive holidays.
No healthcare plans.

3. Conflict between father and successor:
son able to 'win' battles in certain domains of
the business, but lacks allies on the board to
develop a sphere of influence.

4. Successor's Dream : stifled from a career and
personal perspective during 1995-7

1997: successor makes a deal with father to
get the business back on track and then leave
to return to the accounting profession.

4. Ownership / Estate Plannin g: father decides
on estate plan leaving the business to son
and other assets to daughter. Daughter has to
accept any inequality, but son will get at least
equal. Father pleased with tax efficiency of
plan.

Board & Governance: rubber stamp board:
contentious (i.e. long standing discipline
matter) issues from consultant's report not
taken up. Son not able to create allies. Father
regards non-family managers as dependent
on him to buy back their shares on retiral.
Questionable handling of financial crisis as no
legal case brought against auditors.

7. Interaction with Researcher
Inconsistencies amongst narratives.
Problems (and their inability to resolve them)

defined inconsistently. Hero worship of father
by non - family staff.

* caused conflict - she returned to Australia with the
conflict unresolved. G2 makes arrangements for
estate / ownership transfer excluding wife &
daughter in the process. Son to get the business.

* father asks successor to join the business and
leave accountancy profession; he joins in same
week as marriage age 23, same year as father's
illness.

* Son in emotional triangle with parents: he is their
'Insurance policy' securing their income and taking
care of themselves as well as the business, where
he brings his skills but has no power. Son says
father is "living as if there was no tomorrow".

* Successor is emotionally isolated and somewhat
"stuck' in 1995-6: he misses his peers; has no
support on the board and feels responsible for his
father' s health / parents' income;

• Successor's professional development is thwarted
by father who can't risk giving son more power.
Successor & spouse want a family but give priority
to getting the influence of the family business under
control.

* Successor stands his ground; completes his plan.
Joins firms' auditing company; starts a family.

* repeating gender pattern from father's parents'
estate.

* successor on outside position of triangle with:
father, board, son.
Non family managers in triangle unable to
separate their personal financial interests
from the governance of the business.
Hero worship of father by non
family staff, who never threaten his heroic status.

father's narrative to validate his heroic stature; no
access to extended family for research.
Father upholds idealistic "story". Son debunks it in
individual and father-son joint interviews.
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* Couple would spend the same amount of time
together but without the business to be the focus of
their energy / anxiety.

* Couple try to set up a repetition of their own
relationship (bound by the business) in successor's
life prior to his marriage.

* Conflict is prevented or sidelined by triangling:
e.g. father - son son's educators
father- mother- spouse;
father- successor-workforce
father-consultant-son.

* Founder disappointed in (academic, career, work)
performance of son. Higher expectations of
excellence. Mother intervenes where possible.

* Change of career brings successor closer to home.
* the pattern of founder-spouse relationship being

enmeshed with the business begins to repeat again
when the founder and mother begin to seriously
discuss the role the successor's wife would play in
the business (they expect a repeat of their
partnership roles)

*	 timing of offers in relation to life cycle tasks:
founder: entering late adulthood - organise affairs
successor: strengthen life structures for going
into middle adulthood: find spouse, career.

* triangling: father & son discuss options without
including mother! successor's sister.

Table 8.9.3 Case A3: Family Relationship Themes in Father-Son Transitions:

Case Relationship Themes
A3

1. Health I Death in the family:
Successors motorbike accident & its setback
effect on succession plans for father and

son. Accident in 1994 just after son married;
father aged 63.

Emotional Functioning in the Family

* Difficult start to married life for son & spouse as their
plans were shattered for over a year due to illness.
Parents forced to consider what to do if no
successor.

2. Retirement: event postponed from fathers
65" birthday to coincide with Mothers
intended timescale. Financial plans OK. No
healthcare plans. 	 Founder and wife begin
to seriously discuss
the role the successor's wife would play in the
business (they expect a repeat of their
partnership roles)

3. Conflict is averted eg successor was not
made director as planned; is given partial
information; the meeting held when the
daughter-in-law was away; the father's use of
the non family consultant (son's "mentor")
excluding son on strategic issues.

Pattern of interference by founder in
successor's education and development
throughout his education.

Conflict averted re ownership - see below

4. Successor's Dream : Whose Dream?
Founder offers career opportunities (to

successor) as he approaches 60, i.e. bigger
factory, leadership, a place for son's spouse
in the business when he marries. Accident
sets back successor's Dream. Father's plans
postponed 5 years. Will the successor ever
be good enough to founder's mind?

Successor's decision to join family business
coincides with a colleague's decision to do
same at the time when father makes offers.

5. Ownership I Estate Planning:
No progress on this issue; no direct
communication eg . Mother becomes anxious
when she finds out about founder's son's
ideas; is fearful of conflict if her daughter is
not kept equal.

6. Board & Governance: No board or equivalent.
Father uses dyads eg discusses with his wife,
consultant & successor but rarely together.
Father applies his religious values to policy.

* despite stated succession intentions, the founder
retains power (knowledge and personal power) /
keeps successor disempowered.

7. Interaction with Researcher.
Inconsistencies in narratives given. Founder

attempts to triangle researcher for information.
* founder either insecure or manipulative.
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Relationship Themes

1. Health / Death in the family:
Sons car accident at age 20
set succession thoughts in mind for father and
son.

2. Retirement:
Father publicises retiral at 50, then 55.
Son expects leadership by age 28.

Table 8.9.4 Case 61: Family Relationship Themes in CO-SP
(Father-to-Offspring Transitions)

Case
	 Emotional Functioning in the Family

BI

2.	 Conflict:
Father keeps the lid on frustrations, concerns etc
of offspring by keeping the sisters out of business
discussions.

.	 Father starts to create positions for all his offspring
in the business.

Mother has own career. Father spends much time
trying to find hobbies and interests with little
success. Offspring get frustrated at deliberations
with no sign of giving up any power.

Offspring form alliances to find out what is going
on. Conflict is prevented or sidelined by triangling:
e.g. father - son - adviser
father - son - workforce;
father- son - sisters

Father avoids conflict with workforce by not openly
announcing directorships for Si and S2.

.	 Son invests his 20s into preparing for leadership at
expense of young family, as his father had done.

4. Successor's Dream : Son encouraged to
build his goal of taking over the firm, but the
father has not yet completed his mission.

.	 Son's development held back \ has high
expectations of rapid career development

5. Ownership / Estate Planning:
No progress on this issue; no direct
communication eg . Mother becomes anxious
when she finds out about founder's son's 	 * Father keeps the system dependent on him by

ideas; is fearful of conflict if her daughter is 	 giving others partial bits of information and avoids

not kept equal.	 structures and system that would devolve power.

6. Board & Governance: No board or equivalent. 	 s Despite stated succession intentions, the father

Father uses dyad eg discusses with his 	 retains power (knowledge and personal power) /

adviser.and with successor. 	 keeps successor frustrated.

7. Interaction with Researcher.
Inconsistencies in some of narratives given.
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Table 8.9.5 Case B2: Family Relationship Themes in CO-SP (Father-to-Offspring)
Transitions

c	 Relationship Themes	 Emotional Functionin g in the FamilyB2
1	 Health I Death in the family:
Founder's actions at age 65: recalls his fathers
death at 66.

Souse's depression in her 40s I SOs

Spouse's unhappy childhood years: father killed
and mother very ill; brought up by aunt I sisters

2.	 Retirement:
Founder announces he has no intention of retiring
at all: will die in harness.

2.	 Conflict:
Previous generations cut off family members'
access to resources for transgressing in the
family.

Founder & spouse had problems in the early days
of their marriage when his mother resented them
having a bigger house and funds to bring up the
four boys.

Founder politicises sons to avert power sharing.

Conflict between non family director and mother
recurs.

Conflict between non family co-founders and
advisers.

Conflict between founder and Si on
profesisonalisation.

* Founder privately acknowledges decline but refuses
to give up power in the business. Founder buys
leisure club as a legacy / pension for sons.

Founder struggles to balance family and business
demands; business comes first.

Founder's spouse dedicates her life to a Dream of
happy family life & parenting children.

* Spouse finds other interests; moves house to be
nearer some grandchildren; does admin work in the
business to have contact with founder. Spouse
comes to term with "business-first" marriage.
Founder experiments with days out with spouse.

* Founder uses the promise of wealth to avert
ambition and conflict from sons and pseudo-sons

Founder controls the perks system and blames in-
laws for being greedy when sons ask for bigger
salaries / want bigger houses.

Sons triangle with each other: dyads form and break
down depending on the issues. Pseudo-parental
model of sibling partnership gets off to a bad start.

Founder moves spouse's job to leisure club.
Uses Si to calm non family director down.

Founder distances or cuts off anyone who seeks
power or authority.

Si triangles a Non-Exec Director to be an ally on the
board; unable to influence founder without support.

3.	 Successor's Dream	 * Sons self-select and self-withdraw for the successor
Founder tests out the sons to see who is the best	 role. Founder has "favourites". All turn it down
candidate for succession, 	 except S3.

S3 tries to asset his own pseudo-parental style

S3 encouraged to take over admin areas the
founder is not interested in, but the founder will
not pass on key decision making power.

4. Ownership / Estate Planning:
Trust set up to avoid tax.
Siblings to be equal owners.

5. Board & Governance:
Rubberstamp board with family and non-family.
Non exec adviser has some influence. Founder
sets strategy and budgets.

6. Interaction with Researcher.
Inconsistencies in some of narratives given.

S3 and Si in conflict over staff changes made by
memo; leads to alliances and triangles. Sets back
the sibling partnership.

Siblings have to work out how to exert influence
when founder is entrenched: using outsiders &
dyads for support.

* Siblings learn that they will have to wait until their
father dies before they will be able to have power in
the business.

* Founder retains control of trust and compensation
system. Asserts the family thrift culture "you get your
jam tomorrow" but siblings want more wealth
sooner.

* Board often in turmoil over founder's ad hoc
spending policy: leads to political behaviour; sons
oppose then rationalise their opposition when forced
to capitulate to founder.

• Founder unable to reconcile stated wish to allow
sons to learn from mistakes, yet disallow
experimentation.
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8.4 Sub-Objective 3.2: To investigate the way in which common emotional responses led
to different degrees of progress and different succession task outcomes.

The business-owning families in this study were all embarking on the advanced stages of

succession at the same time; and therefore had a common set of relationship-task themes to

attend to in order to make the ownership and leadership changes required in the timescale they

had stated. Tables 8.9.1 - 8.9.5 above indicate that having to work on these tasks often

generated acute anxiety in the families. Once this anxiety was felt by the key individuals in the

cases, it led consistently to certain emotional responses as precursors to transition task activity

(or inactivity). These emotional responses are listed below.

8.4.1 Emergency Responses to Alleviate Acute Anxiety

The most obvious response to the very high levels of anxiety noted was the need to do

something as an emergency response to alleviate that anxiety. Cases Al and A2 contained

situations of major life-threatening illness, and the fathers in both cases set about getting the

successor installed and ready for any contingency as soon as they were sufficiently recovered.

This lowered their anxiety because it meant that if they suffered a relapse, the business was

assured a leader and their spouses were assured an income. Getting to this solution so quickly

did not allow any time for testing out the feasibility of the structure proposed, and it is hard to

imagine a successor refusing to try out taking over the family business when asked by the

father from his hospital bed. The fathers anticipated their sons' concerns and ensured the

"package" was attractive enough for them to commit to taking it on. Although this emotional

response led to the same task activity, it did not lead to the same outcomes. The outcomes

were affected by past history in the family and the business, by family behaviour patterns and

by the circumstances that the future would bring. Case Al led to a textbook leadership transfer,

because there had already been 10 years of preparation and the father did not want to repeat

the interference he had seen from his own father who founded the firm. In case A2, the son

joined the firm at a senior level after his father's recovery, but the father was unable to

dissociate his identity from the business and remained in power to be assured of the income he

wanted to take from the business. There was no transfer of leadership or sharing of power and
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finally the successor left. Here, their anxious response to the threat of death led to the same

task activity but very different outcomes.

8.4.2 Planned Responses to Alleviate Chronic Anxiety

Cases A3 and Bi were examples of chronic anxiety being generated in the senior generation

as they become aware of the generational push to plan their succession. Chronic, or ongoing

anxiety at a relatively consistent level was focused on a forthcoming significant birthday. In A3,

the 60th birthday coincided with a trust dissolving and the transfer of some of the shares from

the parents to two siblings. These events led the founder to start attracting his son to the

business and to offer him a secure career and ownership of the firm if he came now, rather

than five years later as had been intended. Getting the son to agree to join earlier calmed the

father's anxiety about securing the successor's role in the firm. In case Bi, the father had

publicly declared retirement at 50 , then put it back to 55 and was anxious about being

expected to retire. He had not succeeded in finding other interests and was aware that his

identity was tied up in the business. To alleviate these ongoing anxieties, the fathers in both

cases got their offspring in situ as successors so that they could retire. Then, to reduce their

anxiety about being expected to retire, they ensured that conditions were not quite right yet to

allow control to be handed over and envisaged this would take another five years, putting

retirement back again to 70 and 60 respectively. In this way, they could regulate their own

anxiety by having another family member in place providing the slack for this flexibility.

In case B2, where the junior generation worked under chronic anxiety about the founder's

whimsical acquisition policy and his resistance to formalising the business, their way of

reducing their anxiety was to create dyadic alliances that formed and broke down periodically

depending on the issues, and to create emotional triangles to spread the anxiety to another

(external) source. In this way, family members became resigned to their powerlessness and

non family directors and advisers became buffers for anger and depression, as well as a

steadying force when exciting prospects for growth appeared. The successor in case A2 also

relied heavily on the written word and opinion of external consultants to support his case when

anxious about the lack of shared power with his father. Although he used the same coping
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strategy over his years in the firm to manage his anxiety as the successors in B2 had, he was

unable to bide his time for power sharing and left the business.

8.4.3 "Fight" and "Flight" Responses

The natural response when faced with a perceived threat is to acknowledge the danger, then

instinctively work out whether to run from the threat or fight it. Case A2 presented a good

example of the flight response: there the senior generation believed his heart could give up at

any time. Much to the annoyance of his son, (because this deprived the business of investment

capital) he avoided financial planning for himself and his spouse, should she survive him, and

extracted large sums from the business to spend on lavish holidays. Case Al and B2 are good

examples of the fight response being used to alleviate anxiety: once the perceived threat of

imminent danger had passed (Al got over his irrational fear of imminent death, and B2 got over

the coinciding business crises), both applied themselves for a few years to the work of ensuring

a successor would be in place and the future ownership sorted out. Again, this led to different

outcomes (Al secured the successor but not the ownership issue, and B2 secured the

ownership issue but had difficulty getting the successor installed effectively) but the "fight"

response to the challenge was consistent. The fathers who were putting back retirement dates

were engaged in flight responses (A3 and BI) since the prospect of planning their exft caused

too much anxiety.

8.4.4 Anxiety From the Threat of Loss of Identity

One of the most fundamental sources of chronic anxiety for the fathers in all the cases, was the

potential disintegration of their identity if they were to retire. For these men, the business had

become part of their identity to a greater or lesser extent. Case Al was an example where this

was less so than in the other cases, perhaps because he was 48 when he eventually took over

from his father; all the other cases seemed extreme in comparison with Al. The father in BI

could not come to terms with the thought of not being seen to be a successful entrepreneur by

others. This was also inconceivable for the founder in B2, who became a serial entrepreneur

and acquired properties regularly to keep his portfolio active and growing. The founder in A3

said he felt he would be worthless outside of the business, and for A2, it was obvious that he
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regarded his status with his peers at his club to be the prime importance in his life after his

health. Several tactics were employed that served the common purpose of reducing the anxiety

felt by these people when they were reminded that retirement was approaching. These involved

absolute denial of retirement (B2 and A2), playing down the ability of the successor and

temporising on when they would be ready (A3 and BI) and insisting that there was still work to

be done towards their mission (Al, A3, 61 and B2). By investing energy in keeping the anxiety

of retirement at bay, some of the tasks of succession were either subverted altogether

(leadership not being passed in BI and 62) or kept going at a slow pace where possible

(expansion in A3).

8.4.4 Linking Emotional and Developmental Anxiety

Tables 8.10.1 - 8.10.6 provide an overview of the relationship in each case between adult

development pressures and other events, the action that was carried out on succession tasks,

and the management of anxiety. It is clear from the summaries in each case that the key

individuals involved in the succession used various tactics to alleviate the anxiety generated by

changes that inevitably come about during ownership and leadership transitions. Often, these

tactics involved:

. spouses and advisers being brought in as "relationship buffers" between family members

(Al ;A2; A3; BI; B2);

new projects, acquisitions and business developments ensuring the dependency or

continued involvement of the firm on the senior generation (Al ;B1 ;B2);

• seniors using technical arrangements such as trusts, legal frameworks and pensions to

ensure control is retained (Al; A2; Bi ;B2);

• using "events" such as a change of government, illness and significant birthdays to justify

instant succession decisions rather than work through the issues toward an agreed

outcome (Al ;A2;A3;B1 ;B2); and

• seniors holding back or otherwise influencing the natural adult development process of

their offspring (Al ,A2;A3;B1 ;B2).
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Although Table 8.10 shows that anxiety was managed by key individuals by means of the

actions they took in response to their anxiety, it was also managed at times by refusing to act

even under difficult circumstances, when the system was under strain. Under these conditions,

the anxiety was absorbed by those involved and led to an increase in the chronic anxiety being

carried by these individuals and by the system overall. For example, in case B2, the founder

was under intense pressure from the business system to professionalise the business and to

find new avenues for growth; but, he tolerated and absorbed the anxiety coming from the

business subsystem much to the increasing dismay of his sons and the non family directors

and advisers. However, there is a limit to how much chronic anxiety individuals can tolerate

before symptoms occur highlighting the need to reduce anxiety. In case B2, symptoms of

nervous energy and worry were seen in Si; S2 and S3 distanced themselves where possible

and S4 became a heavy smoker, as was GI F; the mother had breathing problems and has

suffered depression.

The previous chapter showed that a natural source of anxiety in people's lives is the process of

adult development, and that unfinished developmental business in people's lives from previous

life-stage transitions can create high levels of anxiety when the next transition comes along with

its tasks and requirements. Case B2 offered an insight into a situation whereby anxiety was

tolerated from numerous non-adult developmental sources (such as the business environment)

until such times as the "readiness" in developmental terms was in place to address the tasks.

The founder in case B2 was unable to take the advice of those around him about

professionalising the business because he could not give up his Dream of being the creator of

independent wealth for his family. He was also not ready to change any of his life structures at

that time, and so would not take on high level staff and share power as a means of beginning to

let go of his hold on the business. The board was unable to influence any of his decisions. Five

years later, however, he acknowledged his prowess as an entrepreneur was declining, and he

therefore installed one of his sons as successor and began to plan for the eventuality that he

may not have the mental capacity to control the business to the end. Fortunately, there was

sufficient growth in the industry to allow the business to continue during these years of strategic

drift and personal searching by the founder. This example shows that personal decline, as well
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as personal growth, can be a factor leading to activity with developmental tasks, and that the

family business is the medium whereby these issues are worked out.

The prime concern for the people in these systems seemed to be their need to reduce anxiety,

often by shifting it to somewhere else. To the extent that doing so also fulfilled a succession

task requirement, then the tasks required to complete the transition were addressed.

"Readiness", in the context of work being camed out on adutt development transition tasks,

meant that individuals were emotionally fit enough to face the anxiety associated with the re-

negotiation of relationships required when amending or changing parts of their life structure.

These cases suggest that this process carried more intensity with it for people in business-

owning families because so much is at stake for those involved, and because these private

processes are made more public when the boundaries between family and business are

blurred. The findings also suggest that unless a degree of emotional readiness is present within

key individuals for this work, then the work is more likely to be put off, denied or deflected by

some other process until readiness develops, or until circumstances (illness, decline,

unanticipated events) take over and force the change required in the ownership, family and

business in some other way.

8.5 Conclusion

This chapter identified consistent patterns (in terms of emotional responses) that take place

when key individuals in family-business systems experience anxiety emanating from the

changes taking place in their lives around the succession process. These patterns serve to

alleviate the anxiety perceived by the individuals by either deflecting it into another relationship

(for example by bringing the successor into the structure) or by creating a fight or flight

response. Sometimes the pattern of behaviour used to alleviate anxiety was a repetition of the

way preceding generations in the family had coped with similar stressors, indicating that the

family system had not yet learned alternative ways of coping with their anxiety, or that the

earlier responses has been transferable. The inevitability of anxiety generation when family

members go through adult development transitions meant that emotional responses to anxiety
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were inextricably linked to generational pressures for change. When the family system had a

history of multigenerational emotional patterns to avoid the anxiety associated with such

pressures, this led to inevitable conflict between the generations.
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CHAPTER NINE

CONCLUSIONS

9.1 Introduction

This chapter concludes the thesis and draws together the different issues raised by the

research. The chapter starts by summarising the conceptual approach of the study and its main

findings. It then discusses the implications of the findings in terms of family business and

related theory, research methodology and future research directions.

This study was in part stimulated by the absence of research effort in examining the influence

of emotional and developmental factors on task activity during generational transitions in family

enterprises. The impetus for the study also came from the wish to build upon the few single-

case research studies that have been carried out specifically into the effect of either emotional

or developmental factors on the performance of management, ownership and family tasks

during generational transitions. The multiple case method was therefore chosen to generate

theory that was grounded in the data and that was generalisable from the research sample.

9.2 Emotional and developmental influences on task activity during generational
transitions: summary of the findings.

9.2.1 Conceptual Approach of the Study

This study was concerned with identifying the influence of emotional factors and adult

developmental factors on the ability of business-owning families to carry out the tasks that must

be accomplished to complete their generational transitions. The study focused on two specific

types of transition. The first was the controlling owner re-cycle transition (CO-GO) in which the

structure of the whole family enterprise system (its governance archetype) remains the same

but the owner-manager is replaced. The second transition was the more complex controlling

owner to sibling partnership transition (CO-SP) in which the governance archetype (and

therefore the infrastructure of the family enterprise system) changes, leading to an

unprecedented form of power and authority relationships being taken up in the ownership and

leadership of the business.
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The conceptual approach to the study was derived by organising the literature into the three

main dimensions making up the context in which generational transitions take place. First, the

family, its business and the business's owners are together conceptualised as a system (called

the family enterprise system) that has to go through generational transition in order to continue

as a family controlled business in the future. Second, the context in which the generational

transition process takes place is divided into three key dimensions. The emotional dimension is

concerned with how the family sub-system achieves emotional equilibrium and deals with

ongoing issues that emerge from being in business together. The structural dimension is

concerned with the way in which each of the constituent sub-systems in the overall family

enterprise system governs (i.e. organises, directs and controls) itself, and with the governance

of the whole family enterprise system, referred to here as the governance archetype. The third

dimension is the situational dimension of the transition: this relates to the other two dimensions

under conditions of change, specifically as the junior generation becomes senior, and as the

senior generation faces decline.

The study was concerned with what happens when change leads to anxiety disturbing the

emotional equilibrium of the system. Anxiety is generated in individuals from the uncertainty

around the prospect of the structures that hold the system together disintegrating as the

transition progresses, the chaos that may ensue, and as the feasibility of alternative structures

is tested. This is a normal feature of the life-cycle process in individuals, families, groups and

organisations. Nevertheless, it generates considerable anxiety for the individuals concerned

which must be managed in order to re-set the balance of equilibrium in the system, or to find a

new level of balance. The study set out to investigate the way in which anxiety was managed

when it was associated with developmental change taking place as the family enterprise

system and its constituents went through a specific type of life-cycle change: a generational

transition.

9.2.2 The Main Findings

The first objective employed a literature search to identify the tasks that family enterprise

systems face when embarking on CO-CO and CO-SP transitions. Previous reviews of the
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relevant literatures had organised the research into common themes associated with

succession (the founder, the rational approach, stages and phases, systems). To address the

first objective, a different approach to organising the literature was taken to that used in the

past, in order to create a holistic view of the family enterprise system and of the many tasks

that were to be carried out and integrated when change took place at the different levels in the

system. There were two outcomes from this approach to objective one: firstly, creation of

context for the research design and, secondly, identification of the indMdual, managerial and

corporate tasks constituting the generational transition task environment.

The second objective was concerned with the nature of the transition journey being undertaken

by family enterprises during generational transitions, and required a more analytical approach.

For this, an investigation was made into the approaches used by families to the common tasks

they all faced and into the outcomes they achieved. Their primary task was to go through the

process of generational transition at the level of the family enterprise system. If the first

objective identified the transition 'map", the second one established how the business family

navigated the regions on the map.

The transition was initiated by some event or combination of circumstances that were a trigger

to the start of the transition process. The transition itself contained a series of stages that were

to be completed, and all families went through these stages. It involved deconstruction of the

deep structure (the network of interrelationships amongst constituents in the system) that was

holding the old system of governance together, and re-construction of a new deep structure to

keep the system intact for the next stage of development. Although a common critical pathway

was taken by the families through the stages in the transition process, they differed in the

extent to which they made progress through these stages. To start with, they all made the

same first step, even though this was to create a false start or setback to the succession.

Rather than begin the work of deconstruction leading to some level of disengagement by the

senior generation as the model of best practice prescribes, the first step in all the case studies

was taken by the senior generation in control to actively prevent this deconstruction taking

place. This step was effectively the first navigational decision to be made in the transition
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journey, and was associated with the senior generation's fear of the succession outcome and

its consequences on their personal identity as they approached retirement. It amounted to a

"false start" to the generational transition.

Further analysis of this pattern of activity also took place for the second objective. It

investigated how the families dealt with the pressure on the system for change to the deep

structure, and the opposing pressure to resist the change. The analysis found that they

underwent a common sequence of activity stages comprising a "transition cycle". In this,

alternating periods of stability and change created the opportunity for the work to be done to

deconstruct and reconstruct their structure. Families who were able to get beyond the "false

start" brought about after the trigger when the senior generation re-asserted the old structure

were then able to explore whether a feasible new structure for their system could be created.

This exploratory phase was either evolutionary (the exploration took place but resulted in no

significant changes to the deep structure) or revolutionary (the deep structure was dismantled

and reformed). The quality of the exploratory work done in this phase significantly affected the

outcome of the succession. In one firm, the exploration proved to be unsatisfactory for the

successor and the succession failed; in the other case studies, a struggle took place between

the generations whereby the old structure strained to meet the requirements of a changing

world. The intensity of this struggle to carry out the exploratory work led to the family enterprise

system drifting; this was because it was unable to achieve closure of the transition since no

feasible new structure had yet been found. Or, it led to premature closure of the transition

because the degree of resistance from the senior generation to changing the structure

overwhelmed the developmental pressure from the next generation pushing for its change. In

the latter case, the work of the transition is still to be carried out.

The third research objective also employed in-depth analysis. Continuing the metaphor of

regions on the transition map, it investigated how the families dealt with the terrain. It examined

the influence of developmental pressure (emanating from the process of adult development

taking place throughout the lives of individuals in the system) on the choices being made during

the transition process. It demonstrated that the anxiety created from crises or issues in the
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business subsystem was not of itself sufficient to stimulate work on the tasks of succession. For

this, the senior generation had to recognise that they had work to do towards their own adult

development as they aged and approached late adulthood; they also had to see an opportunity

for synergy between some of this work being achieved in the resolution of succession tasks.

This has implications for others in the system who are trying to encourage a proactive approach

to the transition by initiating planning beforehand. It infers that reluctance to plan stems from

deeply personal issues and the psycho-social developmental stage of the senior generation;

also, it implies that the implementation of plans is unlikely to happen until the senior generation

is developmentally "ready" to move on through the transition cycle.

9.3 Developmental "Readiness" as a Mediating Factor for Succession Task Activity

In the firms investigated here, most progress was made in the completion of transition tasks

where the stages of adult development of the senior and junior generation (their life-stage

intersect) were in alignment. This was the case when fathers were approaching late adulthood

(55-60) and their successors were between 28-32 and when both generations were

developmentally on course. Being on course means that neither generation had any major

pieces of unfinished developmental work from the previous stages to deal with before

satisfactory progress could be made on the current transition. When the fathers turned 60, their

developmental agenda became more complex and it was then more difficult for them to explore

the feasibility of future alternative structures with their offspring. For successors in their

twenties, the family business was a fertile place in which to experiment with their life structure.

However, if they felt that they had not made the right choices by 30, they were in danger of

going developmentally off-course. They may then have great difficulty getting back on-course if

the fathers were 60-65 and engaged in denial or resistance of late adulthood.

The most serious misalignment of adult development stages between the generations

concerned the case where the siblings were between 30-42 and the father was 65. They were

unable to change, modify or influence any of the variables that made up their life structure and

the deep structure of the family business, because the course of their father's own adult

development was being held up by the unfinished business he carried over from earlier
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transitions in his life. In this firm, although there were a number of extremely serious business

crises during the founder's years from 60 - 65, nothing that happened in the business sub-

system was able to advance the transition cycle until the father entered his 66th year (the age

his own father died), when he began to acknowledge mortality and decline. At this point, he

formally appointed his successor, transferred ownership and began to delegate some

responsibility to his successor. Although the business began its initial steps to

professionalisation and to becoming a sibling partnership, the founder did not relinquish any of

the control levers of the business; he had transferred the ownership, but he did not transfer the

voting power that went with it.

It is apparent from the findings that developmental 'readiness" in the senior generation was a

significant mediating factor for succession task activity. When there was sufficient readiness to

carry out adult development work, transition tasks were attempted. When it was not present,

like a master switch that is in the "off' position, it held up both the transition process and the

adult development process in the next generation. When the successors were themselves

dealing with their early adult transition, or had not had a satisfactory outcome from this

transition, being held up caused them considerable anxiety. They either had to wait until the

senior generation retired, which happened when one successor was 48 years old and his father

was 73, or the successor could leave and try to resume his development elsewhere, which

happened in one firm in the study.

9.4 Emotional Influences on Transition Task Activity

The model in Figure 9.1 is a framework to highlight the relationship between developmental

pressures for change and the factors that mediate activity and progress with the tasks of the

transition process. It shows the sources of developmental pressure for change on the system,

and highlights the conditions under which task activity is likely to take place. These conditions

are both developmental (generational alignment of adult development stages and "readiness"

to do the work) and emotional (the quality of emotional functioning). These are described

below.
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The final component of in-depth analysis for the third objective was concerned with the

influence of emotional factors on succession task activity. The analysis was concerned with

patterns of emotional functioning that were activated when stressors from the transition process

were experienced by the individuals and families involved. It also examined the way in which

common emotional responses led to different degrees of progress and to different succession

outcomes. The families who participated in the study had no clinical dysfunctions and could be

described as "normal". This was confirmed by subjective analysis using the Bowen family

systems theory family evaluation scheme (Kerr and Bowen, 1988) and by objective analysis

Governance
	

Governance
Archetype
	

Generational Transition
	

Archetype
Prior to
	

After
Transition
	

time
	

Transition

Individuals
life-stage
developmental
issues

Family life-
cycle
issues

Business life-

Issues from
changing
environment

Developmental
Mediating
Factors:
• generational

alignment
• developmental

readiness"

Emotional
Mediating
Factors:
• quality of

emotional
functioning

• family
cohesion

• family
adaptability

• level of
differentiation

Task
Activity:
• strategic plan
•mgmt devel
plan
•estate plan
family plan

ownership
transfer

leadership
transfer

Figure 9.1	 Emotional and Development Influences on Generational Transition Task
Activity

using the FACES II instrument, which is based on the Circumplex model of couple and family

functioning (Olsen et.al ., 1989).

Consistent patterns of emotional functioning were observed amongst the families when they

dealt each with the same tasks in the family subsystem, in the business sub-system and in the

ownership subsystem. The outcomes achieved from these common tasks were different

480



because the quality of the work carried out was affected by the quality of emotional functioning

in each family. Families in which there had been a history of conflict or emotional cut off were

reluctant to risk new ways of working towards solutions other than dealing with tasks with which

they could cope. This was most prevalent in relation to the task of ownership transfer, whereby

all families activated emotional triangles to diffuse their anxiety about the proposed ownership

structure failing to meet the expectations of those concerned. To the extent that anxiety

increased over the years, as no satisfactory solution could be found and the matter gained

more importance (as the senior generation became more conscious of aging, and the next

generation sought answers to their own life-structure questions), families became emotionally

stuck on this task and were unable to make any progress.

A consistent emotional response was also seen when individuals were faced with anxiety about

family sub-system tasks. The events and circumstances that triggered the transition process

created acute anxiety for all the senior generation fathers in the study. These were often health-

related, or to do with significant birthdays signaling their proximity to retirement. When the

fathers in the case studies faced issues to do with death, aging and illness, they all experienced

anxiety specifically about the continuity of the business. They all acted swiftly to secure a

successor. This often led to successors leaving careers elsewhere earlier than they had

expected to. Similarly, in once case where the successor had been secured but was then

involved in an accident that kept him out of the business for nearly a year, emotional shock-

waves were still being felt by the father in the form of acute anxiety about the suitability of his

chosen successor.

There was also a consistent emotional response to the task of business planning in the

business sub-system. Progress on this task dimension took place when personal, family and

business developmental tasks were reasonably well aligned and led to clear outcomes, such as

the implementation of a business expansion plan. However, when they were misaligned,

conflicting emotional responses in the family meant the business planning task was not

attended to. Under these conditions, the leadership of the businesses and their strategic plans

for growth drifted; the businesses then relied on random opportunities for incremental growth.
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These findings support the theory proposed from the data that families are able to make

progress with the required succession tasks during generational transitions to the extent that

they can manage the anxiety that is created from the tasks. These findings expand upon the

earlier work by Hollander (1983). A generational transition in which the governance archetype

of the family enterprise system is being adjusted or changed is a time when ownership,

management and family structures are deconstructed and rebuilt (revolutionary work in the

transition cycle). When the governance archetype is being recycled, the work in the transition

cycle is evolutionary, but still requires a period of exploration and testing to ensure it is feasible

for the succeeding generation. The findings confirm that transitions taking place in the lives of

individuals, families, businesses and family enterprise systems unavoidably lead to the creation

of anxiety in the lives of those in the system who have to find a way to manage the change, and

therefore to manage their own emotional processes during the change process. The results

build upon the existing knowledge by identifying some of the means whereby anxiety is

managed: for some families, the best they can do is to cope with the anxiety by containing its

pervasiveness, whilst others are able to use it creatively to find alternative ways of achieving a

solution.

The findings also show that anxiety is generated within the system from many sources. The

degree of anxiety that is required to be managed is related to the managerial task environment

on one level, and to the relative congruence of adult development life stages between the

senior and junior generation family members at a deeper level. At the deeper level, it is

generated by the developmental pressure on people at transition times in their lives to review

the suitability of the current life structure for the next stage and by the extent to which there is

developmental space to carry out the review and do the required re-structuring work. The

findings support there being a positive relationship between transition task activity when

successors are in their age 30 transition and their fathers are coming to the end of middle

adulthood and starting their entry to late adulthood. Under these conditions, successors can

assess the likelihood that a suitable life structure can be delivered in the family business, and

fathers can provide assurance of this if they are able to plan their retirement and the transfer of
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power. These findings support and build on the work of Davis (1982), who clarified the

relationship between life-stage intersects between fathers and sons and the quality of work

experience for both generations. Their study established a relationship between the quality of

the father - son work relationship, life-stage intersect and transition task activity for a specific

range of ages and adult development periods.

The study has also shown that the ability of individuals and families to manage anxiety created

from the transition process is positively related to the quality of emotional functioning in the

family as an emotional unit. Families who were unable to avoid multigenerational repeating

patterns adopted similar structures in their family and business as the previous generation had

used to keep the family subsystem in equilibrium. These were helpful when the structures

enabled a useful exchange with the environment, but were dysfunction when the environment

had changed and a different structure was needed. Multigenerational patterns of behaviour

effectively programmed the family to cope with anxiety as the previous generation had done.

The findings suggest that to resist conforming with the multigenerational family pattern

represents a considerable emotional risk for family members, and is a function of the degree of

emotional separation that has been attained by the successor from the family of origin. When

the level of anxiety in the family system was acute, as was the case when ownership issues

came to a head, individuals and families were not able to resist conforming with the

multigenerational patterns of emotional functioning and behaviour, and used the same

processes and structures to deal with the issues as the previous generation had used.

The data infer that direct, open communication and healthy functioning lead to more definitive

progress and satisfactory outcomes during the transition than is the case when there is covert

behaviour and indirect or poor communication. It also shows how entrenched families can

become in relation to certain tasks when their emotional functioning must change or improve in

order to address the task but the family does not have the emotional resources to make the

change for fear of conflict or other imagined and undesired consequences.
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Extrapolating from the Bowen family evaluation to the Circumplex model of family functioning

allows the inference that when the degree of family attachment is connected or becoming

enmeshed, family cohesion mitigates against succession task activity. The other key variable in

the model relates to adaptability. When the degree of flexibility in the family system is classified

as "rigid", this too mitigates against task activity. Putting the two Circumplex dimensions

together, task activity was seen in this study when family functioning could be described in the

mid range as "flexibly connected". This is charactensed in the model by shared leadership, role

sharing, democratic discipline, change when necessary and some loyalty (more dependence

than independence). When family functioning shifted to other mid-range positions, less task

activity was apparent. In line with the Circumplex Model, the "structurally connected" families

had less shared leadership and less democratic discipline, were struggling with change that

was being demanded and with the interdependence of the generations. The siblings in the

family described as "separated" were struggling to deal with the issue of loyalty: it was

demanded by their father and was being designed into their governance structure and

cemented through the legally binding structure of a newly formed trust. Yet for the siblings, this

meant they were compliant rather than loyal. This may be because they were struggling to

become independent of their father and of each other, yet were bound together in the family

business.

Lansberg and Astrachan's (1994) quantitative study of family relationship dynamics on

succession task activity found that cohesion and adaptability do not directly affect succession

planning and successor training; these activities are mediated by other factors, including the

degree of commitment to the firm and the owner-manager successor relationship. The research

carried out for this study suggests that task activity is more likely to make progress in families

whose current level of functioning is flexible and connected, and can be held up in families

where their current functioning is structured or separated. It also suggests that developmental

variables, such as alignment of the life-stage intersect and developmental readiness are

mediating factors on the relationship between emotional functioning and progress with

transition tasks.
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9.5 Implications of Findings for Family Business Theory

9.5.1 The Succession Timescale

The families who engaged in the study in 1994 expected their successions to be complete

within five years and were all undertaking the same range of tasks to complete the generational

transition by recycling controlling ownership or transferring ownership from controlling

ownership to sibling partnership.

The progress they actually achieved over four years was very mixed in terms of quality and

quantity. During this time, the tasks to be attended to included ownership and leadership

transfer, successor and successee development, career and business planning, and mutual

role transition between father and offspring as successor and successee. Individuals and

families had also to address their life-cycle developmental agenda in addition to the managerial

tasks of the succession. It became clear during the research that the families had not fully

understood nor appreciated the scale and scope of the challenges ahead. They also seriously

underestimated the time and emotional commftment required to achieve a succession outcome.

The exploration phase of the transition cycle in particular was either avoided or shortened

where possible by the fathers in the case studies. However, if they could overcome their

anxiety about negotiating the transfer of power, this was where the opportunity existed to find

and test its feasibility for the next stage of development of the family business. The opportunity

to learn from their own experience what may be workable would itself reduce anxiety about the

succession outcome, but it too required the willingness to risk that the test may show the

succession solution not to be feasible. For these reasons, families may leave it too late before

starting on the major transitional tasks, then find out that they need more time for successor

development and to allow the testing of a structure that will work for the next generation's

phase of tenure.

9.5.2 The Timing of Generational Transitions and Adult Development in the Controlling
Family

Most of the families in the study had not been paying serious attention to the forthcoming tasks

of succession until a trigger brought the issue into sharp focus. The findings show that
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succession triggers are either environmental in origin, relating to unanticipated health problems

or temporal issues such as accidents and significant birthdays. Temporal issues such as

changes of government and the dissolution of trust deeds triggered the transition cycle only

when they were allied to undeniable pressure for adult development work for which the

individual was "ready" to respond. The most important finding from this study is apparent from

the prominence of family-related issues that trigger the succession and from the importance of

generational alignment for task progress: it is that the timing and execution of a generational

transition is inextricably linked to the developmental life cycle of the family in control of the

business. Business owning families therefore need to become better informed about the scope

of the challenge they face and the timescale required to address the tasks satisfactorily. This is

a critical issue as, left unattended, it may lead unnecessarily to failed successions. It is a

shared responsibility for the families themselves, advisers, educators and governments.

9.5.3 The Functional Effect of Family "outsiders" in Family Functioning: Preserving
the Equilibrium.

The progress made by these families with their succession tasks was more likely to be impeded

by non-family managers and professional advisers than to be assisted by them. This is

because as "outsiders" they all became recruited and habituated into the families' patterns of

emotional functioning and, in so doing, were unable to provide the environment for clarity of

thought and information processing required at times of heightened anxiety. The non-family

consultant in Case A3 was described by the father as the successor's mentor, but in fact he

functioned as the father's confidante and sounding board. The son, isolated from this process,

did not regard him as a mentor at all. The members of the rubber-stamp board in Case A2

sided with the father against the son's attempts to diversify the firm's activities, and also

resisted the successor's' attempts to get his father to address the internal disciplinary problem

which had been ongoing for some years. In Case Al, the father relied on private discussions

that isolated the successor with the firm's accountant (also his wife's brother) to advise him

about the task of share transfer. The adviser cautioned against transfer to the two Sons even

though the father's pension was secure and despite the successor having been made MD "in
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case he messed things up". This increased the father's anxiety around ownership and estate

planning discussions, causing him considerable distress and holding up his retirement and

closure of the transition.

Family businesses have been strongly encouraged to bring in outsiders to balance

management teams and boards (Danco, 1975; and Ward, 1987 and 1991). Whilst this may well

be good advice, it seems a proviso should be added to ensure that families and advisers are

trained to recognise family dynamics in order to understand and monitor emotional process and

the role that they can be subtly recruited to play in them. Families, too, need to become attuned

to diagnosing when an adviser has lost his \ her objectivity (e.g. when they support the self

interest of a family member rather than the interests of the business). These findings are

consistent with Lansberg's (1988) succession conspiracy theory in which non family people in

the system can become personally invested in ensuring that the tasks of ownership and

leadership transition are not completed.

9.5.4 Generational Transitions and Leadership in the Family Enterprise.

The implications of generational alignment and misalignment on personal and business

leadership are profound. The results of this research suggest that the prospects for satisfactory

progress with the tasks of transition are enhanced if the generations (and their adult

development life stages) are aligned. Misalignment may come about either through the timing

of birth of the next generation or through one or more key individuals having unfinished

business from a previous transition. The effect of misalignment in these cases was either a

holding back of the transition cycle or a premature commitment to an untested chosen structure

for the next generation. Misalignment was also apparent when resistance by the senior

generation to the transition work being done overwhelmed the readiness apparent in the junior

generation. Setbacks, delays, procrastination and disappointed constituents may be symptoms

of generational misalignment. Under these circumstances, mentors, career development

programmes and projects external to the firm or distanced from the senior generation may help

a frustrated successor to bide his or her time if the senior generation can not move on yet.
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Alternatively, the successor may come to realise that his or her Dream may not be achievable

in the family business, and that only by leaving the business can this be achieved.

The triggers that were shown to initiate transition task activity mostly originated in the family

subsystem and generated high levels of anxiety in these family-business systems. For

individuals within family business systems, an implication emerging from the consistency of the

transition cycle phases and of the origin of trigger events is that benchmarks for personal

leadership through the transition phase can be set. The most important benchmark is the

willingness of key individuals to acquire education about the nature of the phases and stages of

the transition process and the anxiety likely to be generated by the tasks of the transition

phases. If the stages of The tvanston potss t t 	 c'c iec' c' M acw-

business system put into this context, then the challenge for each generation is to recognise

that anxiety-driven events and issues are to be expected rather than taken as a surprise.

When individuals are examining their life structures and trying to get their lives in order at a

time when the old order is no longer functional, high levels of anxiety and indecision are the

norm. Leadership under such conditions should provide time and space for those to do this

work under optimal conditions. This could mean providing time for networking with others in

similar situations or using a mentor in order to gather data on what is helpful. In the cases

studied, the senior generation members observed were unable to contain their anxiety after the

trigger events, and they all rushed to calm their anxiety by re-affirming the old structure using

their power and influence to ward off objections. For others in the system, who were also

anxious after the trigger, this may have been perceived wrongly as a re-assertion of leadership.

During the exploration phase, leadership involves providing the resources and being ready and

willing to engage in the work of exploration: being willing to enter uncharted waters and

experiment with structures to assess their feasibility for the future, and learning from the data

collected from their experience of such experiments. Fear of learning appeared to be the

source of families becoming "stuck in these cases.
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The charts illustrating the transition cycle (Figures 7.1) support the conclusions drawn above

about the difficulties encountered by each generation when the other is not developmentally

ready, willing or able to do the work required to let the transition run its course. They clearly

show the danger that misalignment poses to those in the system and to the system as a whole.

The senior generation may fear facing the prospect of late adulthood and its tasks; the junior

generation may fear they may not be able to achieve their Dream in the family business and

worry that the business may not be viable by the time they get into the position of control. Or,

they may be worried that they can not do the job of replacing their father.

9.6 Implications for Family Business Methodology

9.6.1 The Importance of the Neglected Ownership Variable

Previous family business research has heavily emphasised the managerial environment in the

business sub-system during succession in the firm as the key dimension, often treating it in

isolation and therefore without due regard to the overall context of the succession process.

Ownership and its transfer to the next generation has been recognised as an important variable

in succession (Swartz, 1996 and Ayres, 1990), but in most studies, has yet to be fully

incorporated into the research design of in-depth studies into the transfer of leadership in

management successions. This is a serious omission for two reasons: firstly, the systems

paradigm asserts that all dimensions and constituents in the system have a role to play in the

outcome achieved by the system. This means the dynamics initiated in the family relating to

working out ownership transfer intentions are important data to be incorporated into research

into leadership transfer. Secondly, the psychological link between ownership, power and control

in the business and the senior generation's personal identity is widely accepted (Levinson,

1971, Sonnenfeld, 1988 and Kets de Vries, 1996). It is important, therefore, that studies of

generational transition fully incorporate ownership intentions in order to understand one of the

main drivers of the succession process.

In this study, each of the components of the system was clearly shown to be actively making a

contribution to the outcome: anxiety about the future ownership dilemma in particular activated

multigenerational behavioural patterns in the family subsystem for containing the anxiety, often
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leading to the family becoming stuck on the issue; this affected the business subsystem by

sethng back completion of the transfer of control to the next generation. The successors could

not feel "in control" because they were not convinced that they had been invested with the

power to lead the business until it was accompanied by ownership control.

9.6.2 Superficial Use of the Concept of Transition

The literature has included the concepts of stages, phases and transitions in family business

successions since before family business as an academic field of enquiry came of age in the

mid-i 980s (Gersick, 1994). The succession research since then has drawn heavily on the

conceptual papers of the 1970s in which succession was conceptualised as sequential stages

in which managerial roles and tasks undergo transition (Hershon, 1978 and Gorden and Rosen,

1981) without clearly defining the process and content of the transition process itself.

Longnecker and Schoen's (1978) theoretical model of management succession drew on the

emerging development of life-stage theory at that time, but was not based on empirical work.

Theirapproach proposed that a long term socialisation process was underway in the junior

generation, which was complete when the succession process reached the stage of "mature

succession", the last of seven identified stages. Their stages were based on the "actMties-

learning experience" of the successor, a process that took place from the time of the

successor's entry into the business as a full time employee until the transfer of leadership to the

successor was completed. The successor progresses through a series of work transitions as

experience is gained and more responsibility is taken on. Churchill and Hatten's (1983) four

stage model explored the transfer of power which inevitably has to take place under the

biological imperative of aging. Their model also drew upon theories emerging at that time about

stages in the evolution of businesses (Greiner, 1972), and the need for the organisation to

adapt and bring in different skills and management processes in each stage. McGivem's (1978)

three stage "succession cycle" model of the succession process was based on case histories of

only two firms. It linked decisions being made by the management to the life-cycle of the

business. Making the transition from one stage to the next triggered a cascading series of

issues and problems to be addressed by the management. More recently, Handler (1994)

created an overview of the succession process in terms of the changing managerial roles of
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both generations. The senior generation's role changes over the years from sole operator,

monarch, overseer / delegator to consultant as its leadership diminishes, whilst leadership

grows in the junior generation, who's role changes from helper, manager and leader I chief

decision maker. Until recently, these models have been the cornerstone of succession theory,

perhaps because of their intuitive appeal. Yet, with the exception of Handler's research, they

have not been empirically tested or grounded, and have therefore not been validated.

Furthermore, the concept of "transition" in these approaches is not clarified other than the

inference that it is merely the period between two different forms of management organisation.

Since these works, Ward (1987), Gersick et.al . (1997) and Lansberg (1999) among others have

highlighted the critical importance of the period during which the system is in transition. This

has created an emphasis on the transition period itself and on the nuances of the transition

process. It led this study into more detailed consideration of the nature of the transition process

and the tasks involved for family, business and ownership subsystems throughout the transition

period. Over the years, research has moved from conceptual ideas about stages in the

transition process to identification of stages in managerial functions during the succession

process. However, little attention has been paid to the transition process as a phenomenon.

The work carried out for this study explored the transition process itself in depth, by first of all

examining the theory of the transition process (Gersick, 1991), then examining the application

of transition theory to the numerous simultaneous transitions taking place in the family

enterprise system. Gersick's (1991) report on the consistency of transition phases and the work

involved in each phase being documented across different disciplines (biology, adult

psychosocial development, group and organisation theory) is highly significant to family

business research. It allowed the focus of the study to be on the transition process itself and its

impact on the groups and subsystems in the family enterprise system. In turn, this allowed the

research design to encompass a holisic approach to that could shift at any time from wide-lens

to narrow lens view. By seeking the gestalt of the generational transition phenomenon, it

avoided the limitations of one-dimensional exploration of a dynamic system.
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9.7 Future Directions for Family Business Research

9.7.1 Qualitative and Quantitative Studies

It is unlikely that quantitative research will uncover the detail and depth required to assess

when the moments in peoples' life-cycles occur that lead to decisions being made about

structure (levels of governance), strategy, and performance of a business. Further qualitative

work is therefore required to test the generalisability of these findings across the rest of the

spectrum of nine succession options (Figure 2.10, p.53), especially in the more complex case

of transition to cousins' consortium. This would involve the same process of stages in the

transition cycle, but is de facto more complex because there are more people in the system,

more self-interests to be taken into account, and the deep structure and governance systems

are naturally more difficult to design and administrate.

The developmental model of the family business (Gersick et. al., 1997) was adapted in Figure

3.6 (p.82) to highlight the theoretical progression of interconnecting transition periods during the

life-cycle of a family enterprise. The model demonstrates the different intersects of ownership,

business and family that could be investigated to further validate the findings from this study.

Since the transfer from CO-SP is the family's first experience of working out how to divide their

estate, and how to determine the future leadership of the business often when there are non-

working family members likely to be inheritors, and non-family in senior management, future

research effort on the inherent variations in CO-SP transitions (p.112) is a priority.

The holistic approach in this research found that nodal family life cycle events (significant

birthdays, marriages, deaths, when to start a family, serious illness) almost always coincided

with transition activity in the business. The incidence of events in the family system becoming

temporal influences and triggers for transition activity is intriguing. Quantitative work would be

useful to determine the correlation between life-cycle incidents and actions and events taking

place in the business that lead to the strengthening or weakening of the business as a family

enterprise.
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9.8 Limitations of the Study

The methods employed in this research aimed to marry a holistic approach (wide lens) with

micro-level data capture and in-depth analysis (narrow lens) from the constituents in the system

overtime. As this method evolved, it required continuous refinement and focus because the

volume of data collected was often in danger of taking the study beyond its scope, especially in

cases where there were more than a few siblings. One of the cases left out of the analysis for

this study was a firm undergoing recycling its sibling partnership (SP-SP) from the eldest sibling

often to a younger brother, and this generated too much data to analyse in the context of a

multiple case study research design. The other case left out of the analysis involved a CO-SP

transition in which two unrelated families each owned 50% of a business. Again, large volumes

of data were collected from two families rather than one at each stage in the data collection

process, so the sample again had to be rationalised. Future research may have to resolve the

problems of how to incorporate and ingrate this amount of data, since qualitative work is

inherently bulky. An option for which the holistic-depth multiple case approach is appropriate

could be to select cases as matched pairs to compare and contrast the experiences of the

transition process in a structured and manageable way.

9.8.1 Refining the Research Sample.

9.8.1.1 Refining the Life-Stage Intersect Between the Generations

The research design used in this study aimed to focus in the family subsystem on the life-stage

intersect between parents and offspring in which parents are entering late adulthood and their

offspring are entering middle adulthood. The critical importance of the age of participants in a

study of this type was not fully appreciated at the outset, when it was thought that parents who

between 57-65 and offspring between 28-40 would be suitable. One of the most robust of

Levinson's findings in his 1978 study of men and the 1996 study of women was the accuracy of

the onset and closure of transition periods, and the inter-period transitions and stability periods.

This became appreciated throughout the data collection period when it became clear that

several life-stage intersects were being dealt with rather than just one. Also, in sibling

partnerships, unless the siblings are twins or were born in close in years to each other, it is

highly likely that there will be several life-stage intersects going on at any one time. The sibling
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partnership cases had offspring between 23 and 31 with parents 55-57 in one case and

between 31-43 and 63-66 in the other.

9.8.1.2 Refining Variables in the Business Subsystem and the Ownership Subsystem

In addition to narrowing down the life-stage intersect variable, a lot of effort was made to find

firms who were in the Expansion \ Formalisation stage in their business sub-system, and who

defined themselves as CO-CO or CO-SP in the ownership sub-system. The 1994 Scottish

Family Business Survey was retied upon for the former, whereby the potential research sample

was created by selecting only firms who claimed to have grown by at least 10% per year for the

previous three years. However, once entry had been gained into the systems, at least two

cases were not really the growth firms they had purported to be. For narrowing down the

ownership variable, the senior generation family members with whom the introductory meeting

took place made the same assumption as the researcher that if they were aiming to pass the

business on to one of their offspring, then it was defined as a CO-CO transition. Once the data

collection started though, if there were other siblings in the system then the family was in effect

engaged with a CO-SP transition because they were coming to terms with settling their

ownership intentions and were struggling to decide how to achieve an equitable solution. Case

A2 had got round this by leaving the daughter out of the will, and although this was expected by

the successor in A3, it had not been discussed between his parents and his mother became

alarmed at an unequal division of the estate. Conversely, in BI, the father claimed to be

working on a CO-SP but was in fact setting up a CO-CO transition. When the daughters then

began to commit to the firm and one was made director, the father then realised his CO-CO

structure was not feasible (Table 4.1, p.112). This reinforces the point made above about the

importance of the ownership variable in family business research design. However, when

creating a research sample, care has to be taken when identifying the true nature of the

transition being studied. Lansberg (1999, p.32) identified this issue when defining the typology

of the succession, and regards any transition in which there is to be a prominent owner with

majority ownership as a CO-CO transition; other than this, it would be a CO-SP. In this study,

the dilution of ownership amongst siblings when there is to be only one sibling active in the
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business clearly sets in motion the dynamics of a Co-SP transition, and should be described as

co-sP.
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Appendix 1: Case A2.1

Ref A2\D2

The following document is a commentary received in hand written form prior to
the initial research meeting. It was hand-written by G2, the managing director of
Case A2. In it, he benchmarks his family business against the trends reported in
The Challenges Facing Scotland's Family Enterprises (Dunn, 1995).

RE - BARBARA DUNN - FAMILY BUSINESS SURVEY 7 DECEMBER 1995

NOTES FROM G2S2 - MANAGING DIRECTOR

[A2 Ltd] has been under the control of only one family member in each generation.

Founder -	 the late [GI F]	 1st generation

Son of Founder
[G2S2]	 2nd generation
Present Managing Director (Age 57)
has been in the business 41 years.

Son of[G2S2]
G3S3 BACC CA	 3rd generation
He has been in the business for over 5 years since
qualifying as CA

Company Secretary
G2S2Sp
wife of G2S2(Age 57)
Mother of G3S2
has worked in the company for 10 years until Jan 1995

G2S2 holds 85% of shares in the company.

Appendices



In 1964/85 the company was faced with severe financial problems brought about by the
professional negligence of our external accountants and auditors.

The financial position of the company has changed dramatically in ten years:-

Sales in 1985	 793,000	 Sales in 1995	 3,109,000
Capital Base	 150,000	 Capital Base	 235,000
Bank Overdraft	 242,000	 Bank Deposit	 3,000
Net Current Liabilities 176,000	 Net Current Assets 	 131,000

1995/1 996 Year to date (6 months)

Sales	 1,737,000
Capital Base	 405,000
Bank Deposits	 190,000
Net Current Assets	 301,000

The above indicates an average compound growth rate of 15% per annum.

Sustaining a 'lifestyle' will always be to some degree an objective of a family business.

Maintaining a 'lifestyle' must not however be achieved at the expense of the company
or its financial stability.

Despite our company being in its third generation it must be stressed that had a very
high 'lifestyle' been sought it could have destroyed the company.

I have never made personal commitments on a long term basis that would put a burden
on the company and it seems likely that this will be the position with the third
generation.

What I do personally on a year to year basis is dictated by what I can personally afford
from my personal income. I have always discounted the actual or potential worth of the
company in personal commitments.

As can be seen from the foregoing my son [G3S2] obtained qualifications before joining
the business.

Succession is already planned in the most tax efficient way that exists in consultation
with our legal and financial advisors.

Owning 85% of the share capital means that should anything happen to me the shares
would pass to my wife (without tax). All personal assets have been split equally
between my wife and myself (other than for the company shares).

We have both made provision in our wills that all of the share capital in the company
will pass to our son G3S2, without tax, giving him eventual total control of the company.
Our daughter will receive other benefits which may or may not be equal in the future
but our proposals we believe will ensure the ongoing trading and survival of the
company.

Since many of the traditional family criteria for succession do not exist any future
strategy for growth will not be affected.

Should anything happen to our son, G3S2, I would simply sell the company.

Our company certainly focuses on the next and previous trading quarter, and the next
fiscal year as well as the longer term business plan.
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Success in the short and medium term plans allow the financial needs of the family and
other directors to be addressed.

Our company has three non family members on our Board of Directors.

NFl FRICS, age 52, (has been in the company 24 years)
NF2, age 59, Production Director (has been in the company 30 years)
NF3, age 38, Sales Director

Succession has also been planned for the above.

The company holds management meetings and Board meetings and non family
directors have a meaningful input to the company.

At the present time we have embarked on a formal marketing exercise following on a
study carried out by external consultants.

This exercise is primarily to promote our painting and decorating services. We are
more concerned about maintaining our present level of sales and margins than we are
about increasing sales. If increased sales are achieved this will be a bonus.

Part of the exercise requires us to employ a marketing graduate under the graduate
gateway scheme. If the person is suitable after six months a permanent position will be
offered.

High growth rates in sales do not necessarily achieve success or profitability.

At this time we are trying to stabilise sales at their present level while attempting to
increase our gross margin on sales before embarking on a further expansion of our
sales level.

This will enable us to further expand profitability on a very sound capital base without
the need to substantially increase borrowing with the additional costs involved. I
believe this will be achieved and will meet our personal financial goals at the same time
as further increasing our capital base and the real worth of the family company.

As a Board of Directors we are keen to further diversify that actuaries of the company
but have not yet finally decided where our investment will be made.

Hopefully because of my actions the 'clogs to clogs' in three generations will not apply
to our company.

In addition to A2 Ltd I, along with one of my co Directors NFl, purchased the existing
painting and decorating business of XXX in 1978. This company also founded in 1929
has continued to trade profitably and has also diversified in XXX in the small domestic
market.

The shares in this company are owned equally by the two Directors and my share in
this company has also been incorporated into any succession planning.
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Appendix 2 Case A2: Summary of Consultant's Report, February 1994
(ref. A2\D2]

Terms of Reference: To carry out an independent study of the existing organisation, controls and costs and
make recommendations on improvement opportunities, specifically:
• employee roles and responsibilities
• contract management
• organisation structure

Method

Key Findings

(a) Individual interviews with all directors [excluding MD's spouse] and senior contract
manager.
(b) Group discussion with the directors [excluding MD's spouse].

"At the end of the initial review it was agreed with the directors that the immediate issues
and consequent improvements required by the business were not totally related to cost
control or business systems. It was clear that Business Planning and Control, Company
Structure and Human Resource Development issues required to be tackled before
considering other improvement initiatives". [p5]
Priorities were recommended as follows:
• schedule regular directors meetings
• define and document a 2-3 year business and marketing plan
• develop an organisation structure to meet the business plan
• review the existing director and staff roles and responsibilities

Issues and Reconiiiendatlons:

Issue
	

Recommendations

1. Business Strategy
There is no stated business strategy in 	 To provide a basis for controlling and
place which will meet the company's	 monitoring the company, develop a
"expand and diversify" mission. This	 business and marketing strategy with
hinders development of an organisational	 defined:	 goals
structure to meet the future planned	 objectives
increase in business, especially (sba2)	 action plans

2. Business Review Meetings
Directors do not hold either regular or 	 Hold formal monthly Directors
formal meetings to review actual progress 	 meetings...
versus the business plan, resolve business
or human resource issues, or agree
corrective action.

3. Commitment to Agreed Action
There is a lack of commitment, at director 	 Allocate and progress action through
level to tackling recognised human resource	 the monthly directors' meetings.
issues and business objectives.
Responsibilities are not defined and there is
no formal forum to progress these issues.

4.	 Organisation structure
3 major issues need addressed so that the
business can expand in a planned and
controlled way:
a) succession planning: due to impending
retirement at director level, vacancies will
be created. There is however no clear
succession planning nor staff development
or recruitment plan in place.
This is further aggravated by the recognition
that the likely candidate to the sales\production
director may not be the correct person.

A "to be" organisational structure
should be discussed and an action
and training plan agreed which will
take into account the impending
personnel changes, business
expansion plans and staff skills
development.

b) contract management	 Define the roles and responsibilities
The company's business objective is to 	 of the contracts manager:
continue to expand in the X market place 	 a) identify important project criteria
throughout the UK. Control of projects which 	 b) prepare project plans
are located over a wide geographic area will 	 c) audit sites frequently
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This issue needs addressed
immediately in a positive manner
by the directors either by
counselling or by a structured
disciplinary procedure. Before
embarking... we recommend the
Company take advice from a
solicitor experienced in employment
law

In conjunction with the above,
consider reducing the day to day
workload by delegation or through
changes in operating procedures.

prove difficult with the existing structure and
	

Give foreman clear responsibility for
operating systems eg material and labour

	
day to day material call-off &

control.	 Reporting.
Consider employing regional contracts managers

C) roles and reporting responsibilities
There is a level of overlap in the roles and	 Roles and responsibilities should be
responsibilities of a number of directors & 	 documented and reviewed to define a
staff... in certain areas (Admin and contracts 	 clear reporting structure and eliminate
management) the reporting responsibilities	 overlap.
are either unclear, in conflict or split between
directors.

5.	 Contract Manager (sba2)
The directors highlighted an issues with
the attitude of the contracts manager (sba2)
in carrying out the requirements of his job.
This is particularly important re the interaction
between departments, customer perception
project control and increased director
workload.

6.	 Workload
Due to the priorities of the business and
certain if the factors above, directors have a
high personal workload. This creates 2
problems: job dissatisfaction at not
completing the work as planned, and the
level of day to day tasks which prevent time
being spent on controlling and developing
the business.

7.	 Training & Implementation Requirements:
To implement the recommendations, the firm will require to undertake a planned level of director and staff
training over the next 12-18 months. They will also likely require external assistance and support to achieve
the recommendations.

•	 Developing a Competitive Business Strategy including marketing strategy and plans.
•	 Holding effective meetings
•	 Action planning and decision making techniques
•	 Organisational structure review including defining roles and responsibilities
•	 Interviewing skills and techniques
•	 Project planning and control
•	 Disciplinary procedure
•	 Implementing performance appraisals
•	 Time management
•	 Assertiveness and effective communication
•	 Detailed business development review of the company's procedures, systems and controls.
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Appendix 3: Case A3

Summary of Consultants' Report on Firm A3 (ä January 1997.

General Management of the Business

• Sales per employee are rather lower than the average for the industry, unless a technical
adjustment is made to the calculation which brings them nearer to the bottom end of the figure for
close competitors.
•	 There is an over-dependence on the managing director [Gi F] and too many fire-fighting
situations requiring his energy to resolve them.
•	 There is less than satisfactory organisation in the business structure due to
I) [G2S1] not being fully integrated into the business and his contact with customers requires
development. More experience in pricing needed.
ii) setting up times take too long; the production manager's attitude is not good.
iii) foreman is inexperienced but has shown motivation and organising ability.
iv) new systems manager has made a difference but is part time, can not do pricing.
v) new "production controller looks promising despite his inexperience in the industry; may provide
the improvement in the organisation needed by the business.
vi) four of the five machine operators have impediments of a medical or similar nature. It has been
recognised that this could be a serious problem in the future and steps taken to recruit people
without such impediments in the future.
Production. Plant & Machinery:
This is modern but setting up times and small runs is costly in terms of organisation. Machinery is
under-utilised and could support £2m turnover (currently £O.625m). Communication problems arise
because the Business Manager, the Systems Manager, the Production Manager, the Foreman and
now the Production Controller all play a part in production organisation and deliveries - it appears
to require the constant drive and physical involvement of the MD to ensure orders and deliveries
happen on time.

Recommendation: on a short term, experimental basis, consider the removal of the MD [GIF] from
involvement in the following areas, and give responsibility
to the Business Manager [G2S1] acting with the support of the Production Controller:
i) monitoring incoming orders
ii) ordering [raw material] and identifying which to be used
iii) scheduling production of all machines
iv) scheduling delivery of all orders.
Successful operation on this basis would give the directors confidence in moving to a new, larger
factory.
Who has the experience \ ability to handle non routine ordering of [raw material] other than the
MD?

Market:
Total size of their part of the market is £2.5m of which the company has about 25%, the market
is growing at 3% a year. . The company has a good relationship with its customers but this Is
dependent on the MD [G1F]. When other responsibilities permit, the Business Manager [G2S1]
needs to have greater involvement in customer contact to safeguard the position for the medium \
longer term. If the MD could be relieved of his present hour-by-hour responsibilities he could
examine [again] possible forms of diversification.

New Premises: the budget prepared to explore a bespoke premises would need a turnover of
£600k to break even. Initial borrowing £200K, not including the new machine proposed. The bank
have indicated they would be prepared to provide this finance without personal guarantees from
the directors.

Accounting and Administration
Relatively minor problems arise which appear to be due to communication, It would be reduced if
the work were undertaken on-site and all the non-confidential records kept on the premises. A
larger factory would facilitate this change.
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S3	 All areas to report to [the founderl.
S3 MD of [the new venture]

THIS WAS AGREED BY ALL

S3	 Objectives of meeting:
1. Decide roles in company
2. Implement changes to new roles
3. R&D plans
4. Teamwork
5. Long\Med term objectives
6. new business - how to handle
7. US - involvement by NF5
8. Any Other Business

Founder NF2 is production manager. Not
enough involvement because
pressure of production and R&D

S3:	 Role as MD:

See board decisions carried out
Motivate employees
Drive business forward
Co-ordinate areas within the

Company
Overall budget
Company structure
High level meetings with customers
Keep level of customer support

Founder We should keep sales to groups.
S3	 Motivation of staff from top to

immediate boss.
S4	 Worried about support for small

customers [refers to S3's '95
restructure - by memo not working]

Founder Worried about (customer support
function]

NF2	 Problem with (customer support
function] needs engineering skill

S4	 Help skills are needed on PC and are
in progress

S3	 Plans for HO are in progress
Founder Customer support must chase

outstanding invoices.
NF2 & NF3 Who do we report to?
S3	 MD.	 [B2D1i\pi-4]

Appendix 5a

B2: Excerpts from Minutes of Strategy Review Meeting, 8-11 July 1997.

Tuesday 8th July 97.

Those attending: Founder, Si ,S2,S3,S4,

NF2,NF3, NF5(US) Mother.

Founder's Introduction
Meeting to set programme for next 5 years.
We are beginning to gain dominance in the UK
Biggest order book ever.
Several inefficiencies within the company.
Struggling for production and Sales in US.
Investment priorities: Funds needed for:
Sales in US.
[product improvements x 2]
controlling costs of productions, R&D,
Software.
Must keep investments within profits.
Bank will give loans as needed.
Should we put profits into property or
expansion?
Should we tackle [related but differenti
market?

This year a dividend was paid to enable the
shares held by [the founder] and [the motherl
to go into a newly formed trust, this was to
protect against death duties.

Succession of [the founder] as MD. [The
founder] proposed S3 be elected.
NF2&NF3:Lack of experience to do difficult
job.
NF2:	 S3 as MD should not have same
responsibilities as now.
S3:	 Will rely heavily on [the founder] for
guidance
[conversation explores property vs computer
business, identify property side needs
successor too]
Si	 S3 [the new venture], trains

successor then becomes MD for
group.

Founder S3 capable.
Si	 S2 as MD must push through and

implement board decisions.
Founder Propose S3 as MD for [the new

venture]
S3	 Company is getting larger and must

be more board directed.
NF2	 Could have credibility problem if
S3's

decisions countermanded
Mother S3's living location could be a

problem
Si	 MD to work meetings. Board

meetings will be 2 annually.
Management meetings monthly.

NF2	 Video conferencing need to re-

commence. 8.30 on Mondays
Founder As yet no video conferencing to US
NF5	 UK cannot connect to US but vice

versa OK
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Appendix 5b Excepts of Founder's Comments at Strategy Review Meeting, 8th

July 1997

• [The new venture) high risk investment

- [property) no risk.

• S3capable

• we should keep sales to groups

• customer support must chase outstanding

invoices

• worried about efficiency of software dept.

• how can we guard against blind alley

software

writing?

• worried about current systems. Who will

evaluate new products? Why do we not use

the cheaper 14" instead of 15' [product)

• L's must be wasted by not following up new

products

• Total costs will rise. Last year salaries

£501000,

will rise by £100,000 increase.

• Chairman[role in company)

Keep costs under control

Maximise profits

Use of profits

Define strategy

Set R&D % of turnover

Worried about borrowing extra finance because

so much is now available

Explosion of trade makes for inefficiency

• We have doubled turnover in 2 years

• Profitability down - sales up

[new product) would break even only

costs rising everywhere

£14,000 wage rise this month alone

• extra 2 [ ), 3 [engineers] 2 [customer

support], and no new contracts at present

• current customers nearing end of installation.

Need to secure some more new contracts if

[two possibilities) don't materialise.

• Ask S3 [just made MD at this meeting) what

orders for next year without new customers?

How can we fund all expected spend>

Expected profit 1500,000.. .there will be a

shortfall of £100,000 which could be covered

by term loan.

• Will not agree to increase of software

salaries, wage review will follow. [New

component] delayed until [possible orders

confirmed] then reconsider. What if

customers do not like new design?

• Costly

•	 Must get design & price right

• what impact on sales with new design?

• must maintain margins

• Are improvements for prospective new

customers?

• Poor management, Dept head must take the

blame. New programme now in use, Quality

not improved.

• How should we handle the increase in

business?

• Already had problems with growth, this will

put real pressure on all depts.

• We need tighter financial control. Use Cust

Support to help credit control.

[S4: this is the lull before the storm]

• Accurate forecasting?

• Not 10 month year for wage review.

Next meeting for wage reviews

August pay packet.

• Suggest [NFS] as non-executive director to
link tJK&US.

[B2\D1 1 p1-34]
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Appendix 5c: Visit Record:
Summary of Ongoing Issues and Tone of Meetings.

Vi Dec 95
Xmas party; whole street invited. Very cordial, social family. Proud of what's been
achieved - scoff at lesser growth in other firms. Parents worried about "passing the
baton" (PTB) issues such as grand children and in-laws.

V2 Feb 96
Tensions between Si & S3 who seemed allied with NF5. NF45 role: wise adviser on
recruitment, selection and salary scales. Tensions focused on staffing decisions for
USA; sudden mention for the first time of NED ("over my dead body" look from S3 to
NF4), and £ for spending on equipment. Power struggle evident. Si unnerved and
agitated about reaction caused by mention of NED. NF4 and NF2 sarcastic about family
businesses "we're just resigned to our fate".

V3 Feb96
Board structure looks as if its designed to keep the peace \ don't rock the boat rather
than underpin the business. S4 seems very nervous and cautious about his role.

V4 Mar 96
Tensions at 2-site video-conference meeting over staffing, positioning re very major
contract with important customer. Irritation between Si & S3 over staffing the customer
support desk. S4 wants approval before doing this, implying he won't do it without the
founder's consent; (there's an aside between Si & S3 - something unsaid but still
communicated clearly between them). S3 and S2 skirt around it, but Si gives the OK.

S3 gets impatient as the details of this are discussed between Si & S4. Si asks for
verbal assurance S3 is "OK" with it all. S4 is very formal, NF2 is sarcastic.
Founder's recent purchase of a leisure club with surrounding land in the midlands is
raised - clearly a major hot spot. Looks like an alliance between S2 & S3 in southern
branch on their views. There's an air of powerlessness on this one.

S3 seems to play a "doubting Thomas" role; gives the impression he doesn't value
attempts (by Si mostly) to
organise and formalise especially around communication & paperwork.
Si mentions founder taking more cash out of the business: half the last month's profrt
(5OK). This creates a silence. SI says his ideas about a financial control system are
awaiting the founder's approval.
Despite the agenda, there's a jumpy communication pattern; Si throws in some major
discussion points (re latest property acquisition, big customer, NFl who is suing them),
and all draw no response or a curt, closed response- as if no point discussing without
the founder. S3 bristles when Si requests details on cars, stock records, information
needed for DHSS and deflects where he can.

The "aside" between Si and S3 was to do with the mother's role; she works in the
southern branch with S2 & S3. Her work is being re-organised; more work is to be
shifted to head office; this a source of tension between Si & S3. Major conflict between
NF and mother - resolved by smoothing over and may have led to the changes in
workload between site \ head office.

.' t)_ 3
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NFs: meetings are a mess; not chaired properly, political pre-meetings determine the
outcome - e.g recent leisure club; the board a "rubber stamp - with fuss". SI is trying to
improve board meetings and the structure in general. 4 operational meetings and 1
strategy review meeting where budgets are set per year currently. A paper by Si is
circulating re functioning of the board.
NF2 is writing up company terms and conditions; some tribunals and personnel issue in
the past.

Si's venture idea (related to IT business) seems on track and nearing finishing stage;
discussions about advertising strategy taking place between Si & NFs.

V5 May 96
'Traceablility' now the hot issue. This to do with split site issue. They have a package to
handle it but being split site causes problems with it. No prior culture of paperwork in the
firm so creates difficulties with implementation.

Structure issue exposes limitation of S3 in sales at that time and shows need for non-
family manager in that role - not on. Recent leisure club acquisition cuts back internal
growth opportunities - c.f. Si's venture idea quoshed by founder.
Founder holding up completion & handing out of Terms & Conditions - he disputes
hours to be worked by software staff being official.
S4 increasingly frustrated about his staffing.
Decision on leisure club: all had been vehemently against it but only NFs voted against.
Founder worked on sons prior to board meeting.

V6 June 96	 S2 describes current big issues around: R&D spend decisions; next
generation of product; the arrival of the non-exec director; internal communication;
describes their tendency to "dabble" at these. Founder gets his own way c.f. leisure
club.

NED ambivalent about the appointment; not financially rewarding; doing it more out of
interest after supervising Si in MBA. Knows there's succession issues. Not met all
family members yet. Was unaware of neutrality issue.

V7 July 96
Live issues around the ongoing (6 years) need for a sales manager \ director. Struggles
still ongoing between 51 & S3 over S3's re-structuring of S4's job and functional area by
memo. S4 "devastated"; incident seen as S3's attempt to mimic founder's style -
backfired when SI became furious and took the issue up - it hasn't gone away.
Concerns over R&D spend needed to satisfy differing customer needs in USA.

V8 Nov 96 Ongoing struggles about staff, R&D spend, internal structure \ systems.

V9 Feb 97
LI Om order tender being worked on. Another major property (office \ warehouse)
acquisition made by founder and refurbishment underway. NED introduced founder to
professor of taxation: spurs on estate planning in anticipation of changes to IHT in
forthcoming budget or change of government. Founder expects more property
purchases coming up.
New bank manager perceived as a threat - doesn't understand the cash flows.
NED looking at divisional structure for accounting purposes; founder opposed as he
does not want Si to become group chairman and have more power than successor
(S3).	 L
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yb Aug 97
NED's role developed; point founder to tax efficient estate plan contact for advice;
relationship building between NED & founder, support \ mentor role for Si; has not met
S3 yet other than at board meeting. Consensual culture in company needs special
approach; tensions between SI and founder.

Vii July97
4 staff agreed for USA. Founder visited USA and met potential customers & heard fist
hand that their needs were ahead of UK's technology. Si visited USA to sort out internal
reporting & relations with head office.
Problems with S3 over interference with customer support function.
Approval gained for management accounting \ systems person to support Si's role. Si
appears to have had a few small wins.
Tension between S3 \ Si and Si Founder: over USA staffing; SI & Founder appear to
have sewn up USA, staffing, R&D spend without S3.

V12 Aug 97
S3 calls a meeting to assert MD role & position. Staffing agreed for extra 4 people; 3 for
R&D and I for admin. Sibs and NF5 isolated founder on this issue & on investment
needed for R&D. The founder bargains down: agrees £300K revenue investment but
reduces R&D staff from 3 to 2.
S4 moved back to customer support to sort out the problems there; concerns over R&D
\ project management gap this creates.
Founder & wife passed on shares to trust in sons' names with equal ownership but still
control trust. Decide to appoint family friend (a doctor) to decide if \ when founder no
longer capable of decision making for the business - parents agree sons have the right
to bring the doctor in - but no power of attorney in place to make this legal yet.

4
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Appendix 5d

Production & Operations Management: Summary of Student's Report.

Ref: 82 \D8

In 1997, a Danish student carried out an analysis of internal production operations in the
company. This is a summary of the report, using relevant text copied directly from the
report.

Introduction:

Products are characterised by a solid and in some cases a bit old fashioned look; some
of the products have been sold for more than 10 years indicating solid and careful
design and highly reliable products.

Total [employees] 100+ apparently organised by the function principle. The culture is
very much characterised by that "customers must be pleased first of all, then we deal
with the eventual problems intemally"

Strategy, Mission & Core Competence:

An actual strategy has not been formulated for [the new venture] and consequently
different ideas exist as regards [the new venture's] future. For example, different ideas
exist whether expansion and growth is wanted and what actually should be the Core
Competencies for [the new venture]. The mission of [the new venture] is to supply a
solution rather than a product, and in this to provide a wide range of pre and after sales
services to customers. Solutions provided aim at solving the tasks: data recording, site
management and head office surveillance within a customer group chosen to be pubs.
So far, cost reductions has been a less important issues as customers have been willing
to pay more to get better support, but in future it will be more important.
During the meetings more different future directions for [the new venture] were
mentioned apparently different people had different opinions on that. This leads to the
conclusion that [the new venture] for the time being is in a turbulent phase and that a
strategy must be laid for the company. If focus lack in the important decision that lie
ahead [the new venture] may very well face serious problems. For that reason, it is
important for [the new venture] to consider what should be the future Core
Competencies of the company and how these should be used.

Though [the new venture] still can be regarded as a small company some kind of
strategy must be laid for [the new venture]. The time seems well chosen as the present
manager within a limited number of years will retire. To bring [the new venture] through
this phase a strategy will obviously be a valuable tool in support decisions during this
stage. Supporting the development of a strategy for [the new venture] it could be an
idea to perform a SWOT analysis for [the new venture] in which Strengths and
Weaknesses within [the new venture] is related to Opportunities and Threats in the
world surrounding [the new venture].

A rough sketch for a SWOT analysis can be seen proceeding:

(7
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SWOT analysis

Strengths and Weaknesses are found as internal elements of the SWOT analysis while
Opportunities and Threats are external elements.

Internal___________________ External 	 ___________________
Strengths	 Weaknesses	 Opportunities	 Threats
Supplying a solution Impending changes in Good reputation for Competitors may be
rather than product	 top management	 service	 cheaper
Reliable products	 No clear idea about [the More markets attractive Trends 	 may judge
Advanced functionality new venture] future	 with small alteration of against	 [the	 new
possibilities	 Lack	 of	 formalised product	 ventures] design
Highly	 motivated control	 Next version of product Vital components may
employees etc.	 Lack of basic data	 more	 appealing	 to be	 obsolete	 and

Tactic level planning customers 	 unobtainable
very difficult	 Easy access to skilled Etc.
Etc.	 labour

Etc.

Market:

The most important market is the UK, but for the time being possibilities to enter the
American market are under surveillance.

Comments:

If different customers groups are chosen, special attention should be paid on whether
the groups would be likely to ask for special designs of the [the product]. The present
appearance of the [the new venture] [the product] is rather simple and basic since
efforts have been made to improve the interior rather than the exterior of [the new
venture's] products. Depending on the size of and the possibilities in the present market
it could be the time to consider alternative markets or products.

If new customer groups were likely to ask for different [the product] looks that will fit into
different interior decoration, the entry on such markets should be considered carefully as
this would require radical changes on the exterior design of the [the product]. On the
other hand, if [the product] could be made of more components that could be fitted
together in different flexible solutions more possibilities would exist towards possible
customer groups.

Products:

For the time being a new version of [the product] is being developed and this solution
will consist of hardware version 3 and software version 1. The next planned
development is to upgrade the software unit to version 2.

Design and Development:

A project group is assigned to the different project and one person can participate in
more groups. The project groups are formed exclusively by people from design and
development, while functions such as manufacturing and purchasing are treated as
some kind of internal customers.

Production Management and Control Systems: 	 ( )	 -.1.

The forecasting data that can be obtained to form the basis for tactical level planning at
[the new venture] for the time being is, according to different statements, very unreliable
and at least two reasons for this has been implied. So far reliable forecast data has not
been needed since a solution to occasional overbooking of capacity has been found
Appendices



which is why the forecasting function has been somewhat neglected. In addition, the
necessary background data seem to be unobtainable as these may have not been
recorded.

Capacity at [the new venture] equals personnel in assembly and actual planning of
capacity is not performed. Due to the lack of reliable forecasts an important input to
capacity planning do not exist and in addition has the flexibility of and the relatively easy
access to skilled personnel produced that capacity planning has been neglected in
favour of other assignments.

Comments:

Design and development at [the new venture] must be regarded a vital function as it is in
charge of one of [the new venture] Core Competencies which have been mentioned
previously. Formalising creativity is always questionable, but it seems as if resources
spent on each project should be recorded more carefully. In addition, it would be useful
if decision objectives for the projects were more clear, that is, a visible relation to overall
objectives at [the new venture].

Comments:

In case of expansion, reliable forecast data is a demand since these data form the basis
for more future planning routines at [the new venture]. Forecast data must form the
basis for purchase and inventory planning and in addition planning of necessary
capacity. This is especially important as the easy access to proper skilled personnel
may not last. Proper forecast data could in addition provide the opportunity to reduce
the effect of different need for capacity during the year.

Another issue that is very important to consider in case of expansions is the tool that is
used to support production planning. With present activity level at [the new venture] the
assembly capacity is pressed to the limits an din some cases above. In case of
increasing capacity and more advanced products this tool will not be satisfying.
Capacity management and control may be necessary both to ensure the availability of
resources and to optimise utilisation. No written documentation exists on how to
perform planning and the necessary input is based on one persons experience.
Whether co-ordination of different orders is practised as unknown, and may for the time
being not be important as set-up times of equipment do not exist in assembly, but it is
important to ensure that set-up times for test facilities are minimised.

Apparently it seems as if the purchasing function at [the new venture] is one of the most
organised functions identification of common components and parts has been carried
out but the level of documentation for this function is unknown.

Generally, it seems as if lack of documentation is a comprehensive problem for planning
routines related to manufacturing of products.

Performance:

Delivery performance estimated to 98-99% on due date.

Comments:

When asked about these details the answer in most cases 	 I -
"100% and if not it's due to problem with suppliers."

Organisation:

Though apparently organised by the function principle, the organisation at [the new
venture] is quite organic with a strong central management function.
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Comments:

The organic type organisation with a strong central manager is very characteristic for
younger companies founded by an entrepreneurial type of person like the present
manager in [the new venture]. Though the management function seem to be strong
some tasks and responsibilities have been delegated to others. As such the
organisation is characterised by both delegation problems and a need to improve control
and structure elements. Hence, [the new venture] can be expected to move into some
kind of control crisis especially if further growth and expansion is wanted.

One of [the new venture's] strengths is the employees. All, I met, seemed very engaged
motivated and set to make the best possible effort for [the new venture]. In addition,
everybody seemed to think work was fun which is very important for the motivation.

Layout:

Layout very simple, will be characterised due to highly limited manufacturing.

Comments:

An issue that should be dealt with in the strategy is whether more functions in the
manufacturing process should be in-sourced. In that case, the present site at (address)
would be inadequate as the space is far too limited. This would provide the opportunity
to optimise an eventual new layout to suit present and anticipated future needs. Those
needs should be dealt with in a strategic plan.

Economy:

Comments

This information is not in hand, but it seems as if [the new venture] for the time being
has provided against a rainy day. This must not be an excuse not to continuously try to
improve the results or to let mailers take their own course.

LL)
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