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SUCCESSION

Challenging succession issues

A researcher gives advice to family businesses

By Marsha Zapson

Mitigating or eliminating sibling rivalry to
ensure the continuation of a family busi-
ness has become for Frank Sulloway—Ilec-
turer, family business consultant and
professor of psychology at the University
of California at Berkeley—a topic on
which he devotes much of his time. He
advises business owners and family
offices on how to prevent the dissolution
of a family business due to sibling-sibling
or parent-sibling rivalry.

Sibling rivalry is hard wired from the
perspective of evolutionary psychology,
says Sulloway. Sibling-sibling and
parent-offspring conflicts are flip sides of
the same Darwinian coin, and there’s
abundant research in animal biology on
such conflicts, he says.

Sulloway notes that patterns of sib-
ling diversity as well as conflict, for
example, that are seen within the family
are also seen in family businesses. For
example, if siblings are hard wired to
compete, then strife will ensue when
succession is in the offing (just as it may
do at an earlier stage when parental
approval is at stake). However, says
Sulloway, the opposite may also be true,
namely, that siblings are hard wired to
cooperate—with a potentially more
benign outcome in the succession
process.

“There are circumstances docu-
mented from evolutionary biology,
under which siblings will cooperate,” he
says. “They’ll cooperate when the costs
of doing so are relatively low. But the
benefits to be derived from helping a
sibling, under those circumstances, are
quite high.”

Altruism reinforced

If the owners of a family business want
their offspring to run that business, says
Sulloway, then the parents need to start
a life-long education program focused
on altering the balance between cooper-
ation and competition. The goal is to
maximize cooperative behavior, and par-
ents can enact some fairly simple strate-
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gies to do so.

Siblings can be made to realize that
pulling together and cooperating with
one another is a win-win situation. In the
family business, it’s important to set
tasks for the children that are not dis-
crete or competing tasks. Rather the
parent-owner assigns joint tasks, in
which the sum of the project’s various
parts are considered, rather than individ-
ual contributions.

“The more you can convince family
businesses to create joint projects and
reward cooperative endeavors, the
better off it will be when succession is
being decided,” says Sulloway.

Given that siblings will compete over
just about anything, parents can direct
their children into competing over being
cooperative, he says. If parents create an
atmosphere in which cooperation is
seen as a highly desirable and valued
trait by the parents and the family, sib-
lings will attempt to gain parental favor
by cooperating, he says. The only prob-
lem is implementation.

One solution is to hold regular family
meetings, to place a major emphasis on
those meetings and to begin them early
on, when the children are six, seven or
eight years old. “Family meetings foster
an appreciation that the family is a
democracy,” says Sulloway.

“Essentially family meetings really do
represent a kind of open-book policy. It's
saying that we as a family value commu-

nicating information, and that everyone
has input, and that all input is weighted
equally. It's a democratic as opposed to
a dictatorial spirit."

On a similar but slightly different
note, succession may be further compli-
cated by the chief executive himself. In
many instances, says Sulloway, the
person running the business believes
that only one child can take over. “And
they agonize over the decision, knowing
that the appointment—whomever they
select—will destroy the family by favor-
ing one child above the others.”

Sulloway proposes two alternatives to
this.

Dual principals

One is sibling partnerships, which busi-
ness theory used to say couldn’t work
but which actually do work. This kind of
partnership defies an older theory that
says only one head can wear a crown.
“There are plenty of family business con-
sultants who will show the family how to
set up sibling partnerships with power
sharing,” he says.

But sibling partnerships don’t work
for everyone. They’re much more suc-
cessful if a family has spent a long time
training the children to think and act
cooperatively, he says. “But if you don’t
go that route, and you appoint one off-
spring and only one to the new
CEOship, the best way to go about it is
to use outside consultants.”

Family business consultants can
advise a business through that delicate
transition period. They enter. the family
business, as well as entrenched familial
dynamics, from the outside. Under a flag
of impartiality, they conduct an evalua-
tion of all the candidates, based on
interviews with family members and
other employees, regarding each candi-
date’s strengths and weaknesses.

The candidates are told what the
consultants learned, which includes how
they’re perceived in their family business
and what employees think of 23p
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