FAMILY BUSINESS & LEGACY

Chapter 1 Principles of Family Business Management and the Role of Members

Analyze the structure, roles, functions, and succession process in a sustainable manner to build a stable business empire.
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SECTION 01

Definition and Introduction

Understand the dimension of the relationship between "family" and "business".
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Definition of Family Business

WY
Definition of shareholding —
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Family business means a business or business in which more than half (50%+) of the
company's shares are duly owned and owned by members of the same family.
In addition, it covers the dimension of handover, which is a business that has a
plan or inheritance from one generation to another in a systematic manner.

(Intergenerational Succession)
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Voting rights and control

The dimensions of power and administration are not measured by the proportion of investment alone. But it can be indicated through

significant voting rights:

Voting Rights

The founder or family has the right to
vote by majority vote at the general

meeting of shareholders.

Asst. Prof. Kawinphat Lertpongmanee

e_0
-

Administrative Rights

It has the highest authority and authority
to manage, mobilize resources, and

make strategic decisions.

[
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Board Presence

At least 1 family member acts as an

authorized director of the company.
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Criteria of the Family Business Study Center

The Center for Family Business Studies, University of the Thai 1) Founding family

Chamber of Commerce has set three basic criteria for considering There is a clear pedigree of being a pioneer family and a

family business in order to ensure that the allocation of research principal company registrar.

data and support is accurate according to international standards. : .
PP 8 2) Role in the Policy Board

A.Kawin's Insight There must be at least one member of the family sitting in the

If one of these elements is missing, it may change its chair of the Board of Directors.

status to a business that is almost completely
3) Majority Shareholding Rights

The family members hold the largest shareholder group contract

(Consortium/Majority Group).
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Dual System Model

Interaction between 2 poles

According to the ideas of leading scholars (Sankchai Tiaoprasertkul, 2007) It
describes a family business as "a shared system with permanent cross-dimensional

interaction."

Role conflict often arises at this junction because the "family" system emphasizes
emotions and protection, while the "business" system emphasizes profit and

advanced efficiency.

Therefore, it 1s essential to manage and separate family matters from the formal work system.
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Summary of the three pillars of the family business

Summary Definition

3 © Family Ownership: Holding a large share of profits and shareholder value.

@ Family Control & Governance: Retaining command rights Strategize and
CORE PILLARS

control the direction decisively.

@ Family Succession: It aims to pass on the business from the generation of the

creator to the next generation of heirs to preserve the family legacy.
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SECTION 02

Highlights and comparative highlights

Analyze the 1dentity that supports the family's business to succeed above other organizations.
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Highlights that make it grow efficiently

O Simplified supervision

The number of shareholders is small and
has the same bloodline. Therefore, there is
a high

level of consensus on the

determination and implementation of

corporate governance.
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! Deep business understanding

Heirs often absorb the perception of
culture, history, customers, and how they
work through the family lifestyle from a
young age, so they are more bonded and

can access problems faster.

6I6 prudent financial discipline;

Focus on growth according to the family's
accumulated financial strength. Avoid
incurring large debts unnecessarily to

prevent risks affecting the family.
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1. Highly agile in management and decision-making 1. Lack of liquidity and flexibility in stock valuation

2. Able to develop and improve the organization in a short 2. The restrictive structure makes it more difficult to access loans

period of time. and capital markets.

3. The risk rate 1s very high during the business succession to the

3. Strong and inherited corporate culture
new generation.

4. High long-term benefits and focus on preserving family
4. Random risk from clashes or conflicts between relatives

reputation.

SThere is support and specialized knowledge to be transferred 5. Skilled professionals are often concerned about advancement and

closely. promotion.
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S strategic advantages

®¥ 1. Commitment & Passion: Members have a heart to devote themselves to the

business because it is a symbol of the honor of the family.
# 2. Speed of decision-making: Avoid bureaucratic procedures on the company's board,

can evaluate opportunities and sign approvals immediately.

i@ 3, Mutual Trust: Reduce the complicated verification process with a foundation of trust

between relatives. : : .
A. Kawin summarized the key insights.

# 4. Deeply Accumulated Knowledge: There are know-how tips that are taught only from

generation to generation. "The challenge is how to maintain these 5

% 5. Courage to take risks and adapt: Willing to slash short-term profits to maintain the advantages.

) ) . When the company expands its scale and hires an
foundation of the business in the next 10-20 years.

outsider to replace it in the future."
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Key Challenges and Obstacles

1. Recruiting quality employees 2 3. Ideological schisms
Outside professionals often think that advancement rights are The mix of emotions in the home and business decisions often
limited to direct heirs. It is important to create equal growth escalates into irreconcilable family relationship problems. If
oplﬁf'ftunities and clearly define the organization. there 1s no Family Constitution to govern it,

2. Funding for growth .
R4 Ownership vs. Management

Relying only on family funds or limiting traditional bank loans

may make it difficult fo scale up to the market. Listing the There 1s confusion between the role of "Owner" and "Manager".

BRI ook cxchangs s and option that tohallenges Therefore, the distribution of roles must be sharp and objective.

family power.
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SECTION 03

Evolution and Growth Cycle

The 3-stage evolutionary path From the beginning to building a network empire
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Phase 1: (FOUNDERS)

Phase 2: (SIBLING PARTNERSHIP)
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Phase 1 Evolution: Founders

Pioneering to survive failure

It was a period full of struggles and requiring sharp decisions from a

single center, often the "founding father/mother".

— Almost all of the reins are based on personal opinion.

— Accounting and control of income and expenditure are not clearly

structured.

— The main challenge lies in overcoming the shortage of liquidity

and working capital.
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"This era needs a benevolent dictator who is in charge of the work
with decisiveness because there is no structure to take care of it,
but it often creates problems when it is transitioned to the second

phase if the delegates are not trained."
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ATHUINIBIIN 2: HUAIUNB4 (Sibling)
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Stage 3 Evolution: The Cousins

Portfolio Management and Family Reputation

When entering the cousin generation. The number of family members
can be enlarged to dozens of people. Therefore, the direction of
management has been adjusted to become an investment institution in

the public dimension.

* Collective Contract System and Agreement Rules: Majority Vote

There is a family council to help heal the cracks.

% Open to joint ventures: Diversify investment and focus on brand-

based social activities. (CSR)

* The family constitution is perfect: documents of the rules of

inheritance and the work of relatives are clearly used.
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The era of preserving the international
family heritage

A.Kawin recommends the highest

strategy.

"Sustainability In the third era, it often fails because its members are too
distant, and the Family Council will help bridge. The heart and create a

strong relationship culture in this generation."



Comparison of key variables in 3 growth eras

Business Age /

Parents

Characteristics and

Strategy

Motivation and

finances

Decision Making /

Administration
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0-5 years / 25-35 years old

Small, agile, and high-growth

Want to survive failure / use it

Decisive alone / Managing the

task in front of you

10-20 years / 40-50 years

It started to fall into place and

became more complicated.

Want to Control/Increase Scholarship

Joint Decision / System Planner and

Professional

20-30++ years / 55-70 years old

Focus on adjusting the new

investment plan.

Creating long-term stability / for

charity

Use unanimous resolution / be a

resource distribution council




Management and Sharing Models

The direction of business administration and the role of members can be classified into 3 main forms. As follows:

aimin
w8 |. Focus on management

Attract heirs to practice their skills on the
job strictly. The evaluation for the position
and the succession of the policy is

measured by "Performance" i1s highly fair.

Asst. Prof. Kawinphat Lertpongmanee

|ﬁ2. Focus on shareholders' rights

Focus on dividends and maintain financial
power, aiming to return returns to the
family through annual dividends rather
than setting aside reserves for high-risk

long-term investments.

‘e' 3. Family-oriented

Always choose family members to work
before outsiders. The financial system is
often opaque. There are complex welfare
There is a chance of losing an external

professional easily.
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Common characteristics of a globally successful business

= members recognize that conflicts between the
two systems are natural and are always prepared to find a way to prevent them.

o Strong and Indomitable in the Age of Disruption Giving up
comfort to protect the next generation of legacy

2a Organize a formal forum outside the dinner
table to discuss financial conflicts.

Clearly define succession planning and retirement
criteria.

o Cultivate a corporate culture so that the heirs are willing and

proud to carry on the kingdom.
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Sustainability Brief from the Speaker

"Managing a family business to overcome the 'Three Generations Curse' It does not only rely on the
formula for financial success, but must combine the science of business management and the art of

fusing the hearts of members to truly drive in the same direction."

- Assistant Professor Kawinpat Lertpongmani (A.Kawin) -
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‘End-of-chapter questions and review e€Xercises

» 1. What is a family business and how is it measured by legal-psychological criteria?

> 2. Strengths and advantages that family businesses have over ordinary businesses What's

Included?
> 3. Describe the 3 stages of evolution with different organizational behaviors?

> 4. How do the 3 family business management concepts negatively affect corporate finances?

> 5. Why is the 'Family Constitution' so important in the era of kinship federation?

Thank you fex your willingness to study.
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