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Managing family relationships in a family business
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Abstract. When considering entering a business refationship with family, one of the many key guesnons

o bve asked 1= “how do we communicate, particwlarly abour diffealr issues?™ Most humans stroeele a0
some level wath some changes and most of us strugele 1o confidently communicare not only our
thoughes, bur our underlving feelings. This paper outlined 2 model for change thar can be used o

asstst those in Gy businesses, and highlighes the importance for eommunication,

Maodel for Chﬂﬂgc Let’s loek ar Discomient. by waork, | have bad the
- : spportuanity osee some real patterns emerire abiour
It 15 nrerestnge o think of Disconrenr as the firse L E \ i
: i ; g the cause of discontent ina famaly business: Wirk
clement of the change process (Fig, 11 and it s ofien . e L dd
N i f sod cohmmunicircn, Vistons and Plans, 1 believe
. : ; i ;
difficult to accept thar if vou are cxperiencing o N ek ;
; iol ! : = much of the discontent at a human level could be
diseontent, then vou nced w initare of make a change,
S : s 1 avinded.
Commuemcation is vital acall levels of change:

s DSt Three steps to ‘getting it right’

= Viston Money

* Plan Farnibies in business need o ook reabsteally and long
v Capability term when negoating how people will be paid amd

Aroeach of these levels, there may be many difficale

conversanons. that need o be had.

Figure 1, A model for change. Reproduced from the Targer 10
Vietorian department of natural resources and Environment,
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* Who gers puds

«  Heow muchs

= How often?

= ] lowar wall extra effort be acknowledgeds
Housing

This is one of the bigeest causes of discontent in g
family business and agam bas huge implicanons, both
shortand long term. [ssues to be considered include;

+  Who lives where?

¢ Heww long will they lve thetrer?

«  Howanuch is budget for anneal mainienanee?
* Separate drivewsas?

*  Separate munl hoxes?

*  How farare houses trovm cach other?

= Who pavs for clectrioiny, phone ete? (15 there a
limis?)

= [xwensionss

*  Whe owns the land the houses are oar
Work hours and holidays

*  Hours worked per day?

* Davs worked per wecks

* Huobdaysdwhen/how often/ whee goes how s at
praed for?

The ability to communicate and negotiate even these
3 basie ssues requires considerable levels of skill,
Failure 1o do mav lead o the ultimate disaster for
Farmily and business — divoree,

Binding financial agreements

Oine of the potentially encouraging oppaorunities for
negotiating the above 1ssues and many others may
come with the use of binding finuneal agrecments
(Binding Financial Agreements Acr, 20000, 1 have
listed below some of their potendal sdvantages and
disadvantapes.

Advantages
I, Tt s a written document,

2, Independent legal advice is sought to arrange the
APTCENEnL.

Jo They involve full disclosure of finaneial resources
4. To be binding, points 1-3 above must ocour,

5. Provide opporunity o be creative,

fn Can have a set dmefeame (this may need w be
upelated just like vour willy.

Focludes the r'-,1m'=l} CONITT,

B Promotes discussion and early clarine of where
L".'L‘]'_‘n"! i NTH['.I{'].'\'_

BNt hmited o pre-nuprial.

10, Increases shared understanding,
Disadvantages

1o Clost (solicitors fees of about S1O007,

20 Lavwvers are not relationship consultants.
3o Mayv-nor have 3 set ume,

+  Excludes tamily courr,

A0 Pestential ro be negatve,

f. Porental o be pressured.

May have problem finding o lowver as need o
provide advice on prudence.

When a business expands to include a new family
member, itis an opporune tme wstep back; review
and plan for the future, One thing Families can do o
secure the nngoing success of the Bumily and business
1 rodevelopa Communicanon Srraregy for the famaly
business, This strategy should clarfy hows

*  Decisions are made®

*  Conflicrs wiil be resolved?

*  DPisconrenc wall be managed?

= Change will be manageds

= New entrants to the business will be negotmted®
¢ lisars from the business will be managed?

o Howe dor vou celebrate suceess?

Conclusions

Like most things in life; vou have gora better chance
tor et 1t right i you (all} koo where vou are going
Visiong, knese how you will ger there (Plan), know
if vou ean do it (Capability),

If vou don't rake the dme @ plan how to manage the
Family m vour Fmily business, then vou had bese allow
@ lot of ume later tor repair work,

The best wav o ensure success of your family and
lyusiness 15 1o be gencrous with our encouragement
and your affirmations of each ather snd allow tdime
for fun! Lafe’s too short!



