
Our Family’s Journey to a Family Council 
 
The article is a brief but insightful narration of how a third generation family business 
realised the need to create a family council. The family currently has seven branches and 
122 members spread over a wide geographical area. For the first two generations, the 
business was run by patriarchs. The patriarch enjoyed unquestioned authority. It was 
naturally accepted that the business leadership would pass on to one of the male members 
of the family. And only the male members would participate in the decision making 
process, although girls would own equal shares in the business.  
 
Under the second generation patriarch, the business grew exponentially. However, as the 
third generation grew up and many of them started living far away from the family, the 
tightly held patriarchal system started getting loose.  
 
The old system was shaken for the first time in 1992; when to settle some estate-planning 
problems, the family leader brought out a plan that would provide liquidity to all but 
transfer all voting rights to him. This plan created an amount of mistrust within the 
family. His siblings rejected the formal proposal, sent towards the end of 1992. Although 
they wanted him to continue leading the business, they asked him to plan for it beyond 
their involvement. This led to the formation of a board of directors.   
 
In 1999, the family leader was diagnosed with cancer. By then the number of family 
members or shareholders had increased with many births in the fourth generation. And, 
with the growth of the business the third generation was grappling with estate-planning 
issues.  
 
A few of the family members, including the author, felt the need to have a broader family 
involvement in the business. They started communicating among each other and tried to 
convince others. However, they received strong resistance from the patriarch and rest of 
the family. For one, they did not like questioning the old way of running business, and 
then it was unclear whether family involvement would not be an obstacle for the 
business.  
 
However, the demise of the powerful patriarch in 2001 provided the family much 
motivation to think about change. The patriarch had have selected a non-family CEO as 
his successor. The new CEO and family members on the board knew that the rest of the 
family was clueless about what was going to happen to them.  
 
The board decided to assure the family; and the very first shareholder meeting was called 
in 2001.  It provided the family with an idea, and freedom to think and talk about the 
future of the family and the business. The board suggested the family to take up the role 
of stewards, and to convert the company into an S corporation. This was enthusiastically 
welcomed; prospects of enhanced liquidity and buy-sell agreement removed the inertia to 
change. But it required shareholder reduction plan and educating the members, which, 
considering the wide spread of members across the country, was a difficult job.  
 



A structured family governance mechanism was required to address these issues. 
Therefore, in 2003, the writer approached the board to arrange a shareholder meeting to 
discuss the possibility of a family council. Following this a task force of three members, 
was formed to establish the benefits of a family council for the family. The task force 
regularly updated all family members about what consultants and scholars had to say 
about this.  
 
In 2004, after the shareholder meeting a consultant, invited by the task force, spoke to all 
the family members; and the family voted to have a steering committee to develop a 
family council.  
 
However, it was a difficult task for the team to convince family members that the council 
would not be a barrier, rather an asset for the business. But, once one of the influential 
second generation family members got convinced and supported the idea, the resistance 
started fading away. In 2005, the very first family meeting was arranged, where a charter 
was presented and a budget for the family council was set up.  
 
According to the author this development has helped them immensely to grow as a family 
and business. Each family branch is represented in the council by one member, and has 
one voting right. Contentious issues are discussed in the council meetings and then 
debated within each branch till the next meeting. The family council has made it possible 
to resolve conflict without interfering with the growth of the business. The business has 
also grown exponentially since the formation of the council.  
 
The article could be a useful document for family business practitioners to have an idea 
about what could ho wrong in the absence of a family council, and also what could be the 
possible barriers to set up one.  
 
 
 
(Source: Summarised from an article with the same title by Mary Daugherty, and 
published in Family Business, winter 2009.) 
 
 


