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The reasons are numerous and unique to
each family. This narrative, the sequence of
events, is as important for those who tell it
as for those who listen. It promotes a sense
of belonging and connection with family
and business values. It is important that
these events happen frequently and involve
the whole family, as they can bring positive
results for family cohesion and harmony.

LB

Succession in the Family Dimension

The older generation is recognized for its
work and contribution. The younger genera-
tion has the opportunity to understand how
the business started and what were the rel-
evant participations, emblematic passages,
skills developed-alas, understanding the
trajectory of the family business, with all the
achievements and obstacles.

5.4.’The Selection of Successors within the Family

he way of choosing and ratifying a

successor is decisive for their good
relationship with the controllers and family
members, as well as for the success of the
work they will do in the company, in the
family, and in the group of controllers. The
family governance structure will help define
the common vision and values to promote
harmony among the group throughout
the transition.

In the selection process, it is import-
ant to treat potential candidates equally and
fairly identify who has the profile, interest,
commitment, and qualification to fill the
positions that need to be filled-the most
important are on the family council, the
board of directors, and the business leader-
ship. Depending on family policies, spouses
may be considered candidates, in the basis
of meritocracy and shared values. Whatever
successors are chosen in the various gover-
nance roles, positive, neutral, and negative
reactions may arise, which should be prop-
erly addressed to ensure the commitment of
all involved in the transition.

Thinking of the long term, one of the
relevant attributions of family governance
is to offer support to the professional and
personal development of the family mem-
bers, stimulating both individual qualifica-
tion and the maintenance of good relations

SUCCESSION IN FAMILY BUSINESSES

within the family circle. This support is as
important for the success of the members
of the future generation who will be direct-
ly involved in the business as it is for those
who will follow different paths. It is anoth-
er practice capable of encouraging healthy
bonds between members of the business
family over time.

“The more inclusive and consensual the
succession process is, the better. The more infor-
mation, training, and interaction among family
members, the better. The more everyone knows
their peers, rights and duties, assets, goals,
and strategies of the common business, the
smoother the transition. Hence the importance
of communication and interaction promoted by
family governance. The institution of seminars
in family meetings, with the goal of accultura-
tion on the various aspects of governance and
business moments and operations, are of great
value for this process." - IBGC, Governanga da
Familia Empresaria: Conceitos Basicos, Desafios
e Recomendacbes .

It is important to establish, in the
governance system, minimum requisites

IBGC, Governanca em Empresas Familiares:
Evidéncias Brasileiras, 2019.
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for jobs, related to education, professional
experience, and personal profile. The com-
petence criteria must be defined according
to the family's and company's strategic
goals, approved by partners and formalized
in a specific document (for instance, a fam-
ily protocol). The answers to the following
questions, among many that can be made,
help guide this process:

e What roles do we want to have in
the family, the business, and the
ownership?

e What personal characteristics must
be present in the family council
members? What about in the board
of directors members?

SUCCESSION IN FAMILY BUSINESSES
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Succession in the Family Dimension

What leadership and management
experience is needed to ensure the
continuity of the family business
success?

What is the required preparation to
assume the positions?

Who are the family members with
the profile and interest to occupy
each of the positions?

What are the reactions each possi-
ble choice can produce and how to
deal with them?

What are the necessary roles to
manage the relationship dynamic
between family and company?






Succession in the Ownership Dimension

Succession in the
Ownership Dimension

he ownership structure is vital for the longevity of a family business. Through good con-

trol mechanisms and a proper structuration of net and fixed assets, the family enter-
prises may be successful and last longer. Planning the succession of the family assets helps to
ensure it occurs smoothly and reduces the chances of court battles that may harm the family's
relationships and threaten the company's health.

Succession in ownership encompasses all of the family's assets: companies, moveable
assets, real estate, and net assets. The assets conveyancing may occur while the owner is alive,
in full or partially, or be bound to the owner passing, although planned. This process is key in
the preservation of the family legacy and, often, brings the gain of ensuring the continuity of
assets within the family.

Therefore, it is an essential topic to promote the perpetuity and leadership of the busi-
ness family. As times goes by, the family expands, the relationships change, and, if these
changes are not well calculated in the ownership structure, they may affect the control and,
consequently, the family businesses.

Ideally, the first step towards a planned succession must be built through the family
governance. This is what supports the succession process so that it does not concentrate only in
the company management or assets conveyancing. The family governance will also be respon-
sible for conveying the legacy and values to support the involvement of next generations and
strengthen a mindset that takes into account the different roles of family members, partners,
and executives.

SUCCESSION IN FAMILY BUSINESSES
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Preserving the emotional and material assets of the
business family

he Moiras, from Greek mythology, were three sisters who decided the fate of the gods

and humans. The three manufactured, wove, and cut the line that represents the life
of each individual. This is also the role of the patriarch or matriarch when it comes to their
succession.

Like the Moiras, who created the destiny of gods and humans, the family must unite and
weave its own rules of succession, organizing and planning the lines of its resources in order
to promote the preservation of the family's emotional and material assets, avoiding disagree-
ments and dissatisfactions.

The Moiras were always respected by all mortals and even by the gods, because it was
believed that if a god dared to transgress their laws, this would disturb the cosmic harmony.
Scholars say that this myth justified the need to strengthen the character and individuality of
people, because when the three sisters determined the destiny of an individual, it was up to
that individual to accept it and face it as a means of developing his or her character. Otherwise,
it would weaken their spirit. In the same way, it is hoped that the lines drawn in the succession
planning will maintain the family's balance and, consequently, the family business, strength-
ening the character and individuality of its members.

Awareness, mediation, and alignment of family members to debate succession, as well
as implement and monitor good practices of corporate and family governance are the basis of
the processes carried out by our office to promote the convergence of family members and the
perpetuity of their emotional and material assets.

Nereu Domingues
www.dmgsa.com.br


http://www.dmgsa.com.br/

¢« S uccession in a family business isn't
only a changing of the guard, nor the
mere transfer of assets. It is a continuous, long-term
intergenerational process which needs to be planned

and executed very well, since it means passing on a
legacy, an organizational culture, of a tangible and
intangible heritage and a leadership that will allow
a success story to continue or not.”
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| B( ;C Instituto Brasileiro de
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