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Foreword by BFI@SMU
In this era of deep change and at the dawn of a generational shift in family businesses throughout
Asia, we felt that it is time to look at how families view inter-generational succession and review
what they have done so far and what they want to do in the future, in light of the inaugural Research
Survey on Asian Business Families Succession launched by the BFI@SMU in 2013. To do this, BFI@
SMU conducted a survey of 102 family members from family businesses in nine Asian countries from
2014 into 2015. This Research Report summarizes what we have learned from them and we hope
that families more clearly plan for their future and begin to set in motion changes that will make a
difference to emerging generations.
While BFI@SMU has remained focused on its mission and philosophy of working with business
families, we would not have been able to undertake this Research without the support from our
Founding and Alliance Families and our network of Asian and global business families who have
generously shared their stories and knowledge through our online Research Survey and interviews.
Our special appreciation goes to our SMU President, Professor Arnoud De Meyer, who has continued
to place his trust in my team at BFI@SMU to embark on this Research Survey. Our gratitude also goes
to Deloitte Southeast Asia, our Knowledge and Research Partner in the Institute’s journey to build rich
and powerful insights for business families.
We are also extremely grateful to all the business family members who participated in this study
and the eight interviews conducted across different Asian countries. We have learned much from
many of the stories shared and are firm believers that with the right values and family governance in
place, Asia’s business families are on the right track to create a legacy that is lasting, impactful and
inspirational. All of us are delighted to be fellow travellers on this journey of learning as we cross the
chasm of inter-generational change together.
We hope that you will enjoy reading this report as much as we have enjoyed thinking, researching and
writing about business families and their family businesses.

Professor Annie Koh
Vice President, Office of Business Development
Academic Director, Business Families Institute@Singapore Management University
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Foreword by Deloitte Southeast Asia
The topic of governance in business families has received much attention in recent years. The interest
in this area is not just from academics; it also ranks among the top priorities on the agenda of business
families and their advisors. A good governance structure is imperative for the preservation of both the
family and the business over time.
With this perspective we are once again honoured to partner BFI@SMU, Southeast Asia’s first regional
business family-centric institute, to launch this research report that focuses on governance in Asian
Business Families.
At Deloitte, business families is a core practice area that makes up the majority of our clients. We are
committed to helping these families build strong foundations in their business and family values as
well as in the area of governance.
I would like to extend my heartfelt appreciation to BFI@SMU for their sterling leadership in this
research programme and also to BFI@SMU’s Founding Families and Alliance Families as well as the
many business families that have participated in this survey. The responses received place this research
at the forefront of governance in business families.
I hope that the survey findings will be helpful to business families, board members and executives of
family-owned businesses. With these new insights, all of us will be better aware and educated on the
needs and challenges facing business families in Asia.

Tam Chee Chong
Regional Managing Partner
Financial Advisory
Deloitte Southeast Asia
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Executive Summary of Key Findings

In many Asian business families, the family and business remain
culturally inseparable. While these two entities may share similar
culture and values, there are significant differences as each
entity has its own set of stakeholders. Nonetheless, the culture
and values of the family serve as an anchor for the business to
practise good governance or strengthen their current
governance practices. Our findings revealed that for families in
Asia, the family business is a source of pride for the family and
having sound family governance in place reinforces the family’s
commitment to continuity and sustainability of the business.
1. Culture and Values
Culture and core family values are fundamental in shaping the identity and strengthening the
foundation of the family and the business.
1.1 Asian business families have positive attitudes towards the family and the business.
1.2 Asian business family members are committed business owners and see themselves as
responsible stewards of the family business.
1.3 Asian business families remain resilient and competitive and perceive themselves as doing
better than competitors.
2. Commitment to Family and Corporate Governance
Governance is an ongoing commitment practised by committed family members, the Board of
Directors, shareholders, and the management of the family business.
2.1 The majority of Asian business families demonstrate strong desire for formal family and
corporate governance mechanisms. However, family governance practices are in the early
stage of development and adoption.
6

2.2 The current ownership and corporate governance structures are generally simple with 3-5
immediate or extended family members actively participating and serving as directors of the
Corporate Board.
2.3 Business families tend to have more family members than non-family members on the
Corporate Board of the family business.
3. Changes in Family Governance Practices
Asian business families have been implementing some informal and formal engagement as well as
governance systems within the family and business to better manage the complex relationships of
family, ownership and the business.
3.1 The most commonly used forms of family governance are the Family Assembly, Family
Committee, and Corporate Board of Directors for the business.
3.2 Informal meetings (65%), family reunions (49%), and the presence of different modes of
communication (49%) are commonly identified as informal family governance practices by
Asian business families.
3.3 As 83% of Asian family members surveyed are second and third generation family members,
they are not fully aware of the different family governance options available. Hence, they
may need to seek governance-related advice from trusted non-family advisors.
4. Continuity and Succession
85% of the families surveyed are expecting to undertake succession planning within 5 years or
less. Our results suggest that high levels of family commitment, concentrated family ownership as
well as family harmony are keys to successful succession.
4.1 Asian family business owners desire to build sustainable business for the future and prepare
the next generation to successfully manage the business.
4.2 The next generations are committed to effectively manage the company and are willing to
put in a great deal of effort beyond what is normally expected in helping the family business
succeed.
4.3 Asian business families bank on the future of their family businesses with 77% of the
surveyed families reinvesting the earnings back into the business.
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Key Finding 1 – Culture and Values
Family and business are intimately connected; the business deeply influences the family, and vice versa,
the family influences the business. The culture and core family values are the keys to shaping the
identity of the family and the business. They constitute the “glue” that holds the family together and
shapes the family’s actions and decisions. While one might think that governance is all about policies,
guidelines, systems and controls; governance of business families relies heavily on family culture
and values. These unwritten family norms and values guide business family behaviours, planning
and decision making. In making decisions, while the family tries to balance family and business
considerations, there is a slight tendency for business realities to take precedence over family ones.
The research looks at the mutual influence of family and business, as owners (or owners-to-be) have a
lot of influence over the business.
Key Finding 1.1
Asian business families have positive attitudes towards the family and the business.
The family and business share similar values, though there are some differences present. This is to
be expected as the family and business serve different purposes. The results revealed that the family
business is a great source of pride for the family and they experience a great deal of loyalty and
satisfaction from being linked to the business. About 85% of surveyed family members affirm that
they really care about the fate of the family business and 76% of them feel loyal towards their family
business. In a way, we can say that the business is a large part of the family identity and meaning. The
family is perceived as being related to the business and their community role is intertwined with their
business. 82% of respondents are proud to tell others that they are part of the family business and
about 78% of them speak favourably of the business to family members, employees and friends (see
Figure 1.1.1).
Family members actively participate in the business and expect to continue to be involved for the
future. They care about the business, and to a slightly lesser degree, agree with the goals, plans and
policies of the business. While there is much agreement on this, there is slightly lower agreement
when it comes to understanding, getting involved, supporting and helping the family business. In
fact, only 56% of family members point to feeling included in family and business decisions (see
Figure 1.1.2). We can imagine that some members of the next generation, as they discover their own
personal goals and agendas, may not have a complete ‘fit’ with the family business, leading to a
possibility of differentiating themselves slightly from the business in the next generation.
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Figure 1.1.1
Family Member Attitudes, Values and Loyalty
15%
14%

65%

Your family members share similar values

67%

Your family and business share similar values

21%
20%

7% 15%

78%

Family members speak favourably of the family
business

8% 16%

76%

Family members feel loyal towards the family
business

18%

82%

Family members are proud to tell others that
they are part of the family business

6% 9%

85%

Family members really care about the fate of
the family business

Not at all

Neutral

To a large extent

*Percentage figures may not add up to 100% due to rounding

Figure 1.1.2
Fairness, Transparency and Level of Involvement of Family Members
18%
20%

12%

70%

17%

21%

23%

Disagree

Neutral

63%
56%

Family members are fairly treated
in business decisions
There is transparency over business
and family matters
Family members feel included in
family and business decisions and
matters

Agree
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Key Finding 1.2
Asian business family members are committed business owners and see themselves as
responsible stewards of the family business.
We found that 84% of surveyed respondents reported that they understand and support family
decisions regarding the future of the business. Further, 77% of the family members are actively
participating in the business on a long-term basis (see Figure 1.2.1). Family members who are engaged
in the business can be divided into two categories – one who takes a vested interest as a steward but
not directly involved in the management, and the other who is involved in the running of the business.
Since the family business cannot employ all family members who wish to be involved in management,
current family leaders must be equipped to manage their expectations. Efforts must be made to
involve family members in common activities such as family events and social activities. The most
critical issue faced by next generation leaders are family-related as family issues greatly affect the
business (see Figure 1.2.2) particularly in a cousin consortium stage where family members are larger
in numbers and less connected to the business.
Figure 1.2.1
Family Member Commitment Towards the Business
9%

14%

Family members are actively participating
in the family business on a long-term
basis

77%

4%
12%

I understand and support my family’s
decisions regarding the future of the
family business

84%

Not at all

Neutral

To a large extent

Figure 1.2.2
The family's Level of Agreement in the Following Statements
17%
15%

62%

22%
17%

Disagree

69%

Neutral

Agree

*Percentage figures may not add up to 100% due to rounding
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Family issues greatly affect the business
Effort must be made to involve family
members in common family activities like
family events and social activities

Key Finding 1.3
Asian business families remain resilient and competitive and perceive themselves as doing
better than competitors.
Most of the family businesses covered in the survey have more than one generation involved in the
management of the business. The first and second generations manage the business together but the
first generation is the most active in decision-making over family matters (see Figure 1.3.1).
In addition, the surveyed family businesses are relatively conservative about their profitability,
competitiveness, and performance against major competitors in the last three years even though they
rated better performance for all the indicators when benchmarked against industry (see Figure 1.3.2).
Comparatively, the families rated themselves more favourably in terms of social image, customer
satisfaction and staff turnover. The latter translates into establishing a credible reputation for both the
business and family alike and bodes well for the long-term sustainability of the business.

Figure 1.3.1
Which generation of the family manages the business?
6%
27%
70%

Generation 4 or above
Generation 3
Generation 2

50%

Generation 1

*Percentage figures may not add up to 100% as multiple options were allowed
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Figure 1.3.2
How would you compare the performance of your business against major
competitors in your industry in the following areas in the last 3 years?
14%

24%

21%

63%
26%

22%

25%

25%
16%

22%

11%
9%

7%

53%

Investment returns

71%

14%

77%
18%

67%

18%

Worse

Profit level

62%

18%

15%

53%

57%

18%

75%

Neutral

Better

*Percentage figures may not add up to 100% due to rounding
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Rate of sales/ revenue growth

Market share
The competitive standing in
the industry
Social image
Customer satisfaction
Staff turnover
Relationship with the
government departments

Family values are the underlying foundations
of the culture of a family. They set the moral
compass of helping to direct and navigate
the actions of the family and the business.
The 4Hs − Honesty, Humility, Hard Work
and Harmony − seem to resonate across
diverse cultures in Asia and keep families
together.
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Business Family Interview –
BP de Silva, Singapore
Founded in 1872 by Ceylonese entrepreneur Balage Poloris de Silva, the
B.P. de Silva (BP de Silva) Group of Companies had its early beginnings as
a jewelry manufacturer and retailer on the banks of the Singapore River.
Balage Poloris de Silva believed in the importance of highest quality in
his craftsmanship and the importance of appreciating success through
the elevation of others.
In 1930, instead of handing the business over to his entitled son, Balage
Poloris de Silva gave the ownership to his daughters and a group of
trusted management staff. Though the business experienced sustained
growth and diversified into many different areas during the third
generation of family ownership, hiccups started to emerge among the
shareholders. The shareholders then agreed to split the company into
six divisions geographically. This agreement initially worked but ran into
inevitable problems that spilled over to the next generation.
Sunil Amarasuriya, the great grandson of Balage Poloris de Silva, who
belongs to the fourth generation, then decided to step forward by
sacrificing all of the Amarasuriya’s assets and took on a huge loan to
assume a controlling stake. The consolidation was successful and BP de
Silva is now a diversified holding company that focuses on two main
categories, luxury goods and commodities. They have businesses in:
Colombo, Malaysia, Singapore, Sri Lanka, and Switzerland.
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BP de Silva is currently managed by an interim trusted non-family
Chief Executive Officer (CEO) who took over from Sunil Amarasuriya
in 2009, together with the fifth generation family members, Navin,
Rehan and Shanya Amarasuriya. The Amarasuriya siblings have the age
advantage to engage younger demographics while banking on their
rich heritage and understanding of the family values. The eldest son,
Navin Amarasuriya, officially became the Director of BP de Silva in 2010
and oversees the signature jewelry brand RISIS - a household name in
Singapore, as well as for the legions of tourists that have been equally
enchanted by the gold plated orchids.
Navin Amarasuriya revealed that:

“Pursuing ideas that extend beyond the individual is, in my
opinion, what aligns shareholders to work together like no
other. If we are fighting together for something bigger than
us all, the small issues simply become sideshows in a grander
play where we have to perform for the greater good. None of
us have done anything to earn our initial positions, simply
improbable benefactors of some cosmic roll of dice.
Therefore, we need to prove ourselves where we can, and
admit where we fall short. That blunt honesty, I think is the
core value that will serve the group well in the long run”.
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Business Family Interview –
Ruchi Group of Industries, India
The Ruchi Group was founded by the late Shri Mahadeo Shahra more
than 60 years ago. Over the years, the Ruchi Group has established a
significant presence in agriculture, steel, mining, dairy, infrastructure,
power and real estate sectors. Shri Mahadeo Shahra has four sons, the
youngest of whom is Dinesh Shahra, the Founder and Managing Director
of the flagship company Ruchi Soya.
Ruchi Soya is the largest food and agribusiness company in India today.
It is one of the top five fast moving consumer goods companies in
India with an annual turnover of more than USD 5 billion. Ruchi Soya
has integrated itself across the entire value chain, adopting a “Farm to
Fork” model. Its core business is in oilseeds crushing and refining, with
the branded vegetable oil portfolio of the company having the largest
market share in the country.
Within a span of 25 years, Ruchi Soya diversified its business verticals
into manufacturing, processing, trading and branding/ marketing of all
agricultural commodities with a supply or demand base in India. It is the
leading palm plantation company in the country, and has a strong export
portfolio that encompasses feed meal, rice, corn, wheat, coffee, cotton
and other commodities. Ruchi has also recently ventured into renewable
energy, with a focus on solar, wind, biomass and biodiesel.
Dinesh Shahra’s second son, Ankesh Shahra, manages the international
business arm of Ruchi Soya. He is a Director in Ruchi Agritrading Pte
Ltd, a wholly owned subsidiary set up in Singapore in 2011. Ruchi
Agritrading is currently responsible for supply chain activities, global
commodities trading via the development of a sophisticated cuttingedge approach to quantitative analysis, risk management and trading
optimization, marketing of Indian agricultural exports as well as
investing and operating palm and agricultural plantations and other
downstream operating assets.
16

As a third generation entrepreneur, Ankesh Shahra shared the values he
learned:

“As a family, we have imbibed a set of common values which
we dutifully follow. We place great importance on honesty,
openness, dedication, relationship development and humility.
Whether I exude these powerful values, time is yet to tell, but
I am conscious of the generations before me being innately
defined by them. Being a tight-knit nuclear family, my parents
have given us generously democratic upbringing. Along with
my three siblings, I personally value the liberty given to us to
choose our own paths. Our parents also encouraged us to
voice out and respect our differing opinions. All four of us
have different interests and this gives us four sets of eyes to
view the business with different perspectives. We have been
fortunate to seek the guidance of both parents in the rare
event of disagreements. That said, we understand the need to
set a democratic and unbiased platform to be able to resolve
conflicts. We are looking at secure means to achieve this in
order to remain free of negatively impacting disagreements.”
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The ability to place family unity above self
seems to be one of the key ingredients to
sustain the business family. The purpose of
the family is to ensure family harmony.

18

Key Finding 2 – Commitment to Family
and Corporate Governance
In this section, we examine the nature of family engagement with the business. While the family
businesses have corporate boards, family members see that there is more that needs to be done. They
feel strongly that the family needs to develop clearer and more explicit guidelines, vision, philosophy
and family members’ rights and responsibilities over the business. The responses show that the family
must make some changes such as conducting regular meetings as a family to formally discuss business
goals, policies and practices, as well as selecting a family leader.
Many Asian business families are in the second to third generation stage of transition. They see
the need to put in place some guidelines for practicing family governance but pay more attention
to business issues and hope that setting up a Corporate Board will be a first step to getting family
governance in place. However, a Corporate Board of Directors does not imply that all family members
are equally engaged in the business.
Key Finding 2.1
The majority of Asian business families demonstrate strong desire for formal family and
corporate governance mechanisms. However, family governance practices are in the early
stage of development and adoption.
From the responses on desirability of decision-making bodies to decide on family matters, 71% of
surveyed families agree that such a body should be established. Similarly, 63% of respondents voted
for regular meetings to make decisions over family and business matters (see Figure 2.1.1). However,
only 32% of the business families reported that they have formal family meetings in place. 65% of the
respondents indicated that they have informal meetings, but these do not serve the same function
and could take the form of social gatherings (see Figure 2.1.2).
As depicted in Figure 2.1.2, only 12% of the Asian business families surveyed have a working
governing body elected by the family amongst its family members to deliberate and coordinate the
interests of all family members (both working and not working in the family business).
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Figure 2.1.1
Desire for Formal Governance

63%

29%

71%

Agree

Neutral

16%

8%

14%

Family members should meet regularly to
make decisions over family and business
matters
There should be a decision-making body
comprising representatives of the various
branches of the family to decide family
matters including the selection of family
representatives in leading the business

Disagree

*Percentage figures may not add up to 100% due to rounding

Figure 2.1.2
Please indicate the degree that you see your family using each of these features:
32%

19%

35%

17%

49%

Have not considered at all

Regular meetings of all family members in
formal meetings (family assembly)

32%

Informal meetings of immediate and
extended family members

65%

40%

In discussion

12%

Already in place

*Percentage figures may not add up to 100% due to rounding
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A working governing body elected by the
family among its members to deliberate and
coordinate the interests of the family
members in their business (family council)

Key Finding 2.2
The current ownership and governance structures are generally simple with 3-5 immediate
or extended family members actively participating and serving as directors of the Corporate
Board.
93% of Asian business families surveyed owned a significant portion of the business (see Figure
2.2.1), thus giving them the full control of the business. A further 52% of respondents have 3-5 family
members who are actively involved in the management of the business. 54% of surveyed respondents
also indicated that 3-5 family members are represented on the Corporate Board (see Figure 2.2.2).
These findings reinforce our earlier comments on the family’s strong commitment to their business.
As stated in previous findings, there are usually two overlapping generations who manage the
business but the current owner generation is the key decision maker over family matters. Also, as the
ownership structure is concentrated in the hands of the family, the power of decision-making lies in
the hands of the family. Thus, the family also has the authority to effectively initiate or develop the
corporate governance practices of the business.
Figure 2.2.1
Ownership Shares in the Business
Non-family, 7%

Family, 93%
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Figure 2.2.2
Family Members in the Business

18%

52%

16%

14%
1%

36%

2 or less

54%

3-5

6-8

8%

How many family members
actively participate in the
business?
How many family members
are there on the Corporate
Board?

More than 8

*Percentage figures may not add up to 100% due to rounding

Whilst there are some practices currently in place, there are also important ones not considered at all
(see Figure 2.2.3). We can see that surveyed families have clear roles and accountability for managers,
owners and directors. However they do not have a formal body to represent shareholders and create
policies or regular meetings with advisors. We suggest that many families will have to develop these
practices to deal better with the challenges of the future.
Figure 2.2.3
Does the business have the following in place?
38%

45%

35%

15%

34%

27%

23%

Yes, informally

5% 12%

12%

39%

22%

Yes, formally

40%

No

19%

Clear selection and accountability
criteria for leadership roles by family
members in the business

19%

Having a formal body whereby family
interests are represented

16%

Regular meetings with a group of
advisors (Advisory panel/ committee)

Under consideration

*Percentage figures may not add up to 100% due to rounding
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Clearly defined roles for key
management, corporate directors,
shareholders and family members

Key Finding 2.3
Business families tend to have more family members than non-family members on the
Corporate Board of the family business.
In relation to Key Finding 2.2, many business families realised the value of having an advisory or
Corporate Board. However when it comes to Corporate Board membership, Asian business families
are inclined to having more family members than independent non-family members on their corporate
boards (see Figure 2.3.1).
Furthermore, 80% of the non-family board members invited onto family business boards are
nominated by the family (see Figure 2.3.2). This is to be expected since the ownership structure is
concentrated in the family. Hence, this practice of reserving board seats for family members and
trusted non-family members is generally used to ensure that the family stays in control of the business.
Figure 2.3.1
Number of Family vs Non-Family on the Corporate
Board
Equal, 6%

Family, 56%

Non-family, 38%

Figure 2.3.2
How many non-family (external) members nominated
by the family are on the Corporate Board?
Independent and
nominated, 20%

All nominated by
family, 80%
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The Deloitte View:

“Family business owners always try to think
ahead to address new challenges and
opportunities. Family governance needs to
be on their radar too.”
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Family harmony is a key value embraced by
all business families. But how does a family
stay unified and leverage on the emotional
dimension within the family to yield positive
influence on the business? Family
governance serves as a key driver to help
families make decisions which are based on
shared values and defines the roles of the
family and rules of the business.
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Business Family Interview –
Kowloon Watch Company, Hong Kong
The Kowloon Watch Company (KWC) is a retail business based in Hong
Kong with 60 years of history. The late Wong Ho Hung operated the first
KWC outlet in 1915 at Shum Shui Po and the group has since earned
a good reputation in the retail watch industry. Wong Ho Hung passed
away at the age of 47, leaving behind four sons and three daughters.
As the eldest son of the family, Dr Wong Kam Shing took over the
responsibility of carrying the torch at 26 years old. Under Dr Wong Kam
Shing’s leadership as the Managing Director of KWC, the business is now
involved in retail, wholesale, branding and international trade with 13
retail stores in Hong Kong distributing over 30 brands of watches.
Dr Wong Kam Shing believes that the key to a smooth family business
succession is to ensure a harmonious relationship between the family
and company. He recently launched his book titled “Lotus and the Root”
(调情) which explored the intricate balance of maintaining harmonious
interpersonal relationship and minimizing conflict in the management of
the family business. He believes a direct relationship exists between the
size of the family and the possibility of conflicts occurring among family
members. Hence, family governance must be in place in early stages
and any disagreement shall be resolved according to the constitution of
the Family Council. Dr Wong Kam Shing said, “No lawsuit should ever
happen within the Wong Family.”
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Dr Wong Kam Shing imparted these learnings to the next generation:

“The basic principle of Chinese family is for elders to look after
their kids and the kids to respect their elders in return. In the
olden days, our ancestors gathered together once every full
moon to share their interests and difficulties. When conflicts
arose, elders had the right to call meetings to resolve the
problems. We also adopted this basic principle. As an
administrator of wealth from my deceased father, I take full
responsibility in ensuring fairness to address unhappiness and
discontent within the family. The ancestors taught my family
to think and act with love and care for the entire family. In the
same notion, our family governance tells us to give more and
complain less. In making decisions, we choose the suggestion
that is most beneficial to the family.”
KWC is at the transition stage from second to third generation. In
choosing his successor, Dr Wong Kam Shing follows the three criteria:
enthusiasm, competency and modesty. Currently, his daughter and
nephew are involved in the management of the business. In Dr Wong
Kam Shing’s own words: “When the relationship in a family business is
harmonious, the younger generation can take over the helm smoothly,
leading the family business to the road of success.”
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Business Family Interview – Century
Pacific Group of Companies, Philippines
Century Pacific Group (CPG) of Companies echoed the same motivation
for family governance. Ricardo Po Sr is the Founder and Chairman
of CPG. In 1947, Ricardo Po Sr migrated to the Philippines from
Guangzhou, China when he was 15 years old to escape poverty. Despite
the language barrier, Ricardo Po Sr overcame the challenge and learned
both the Filipino and English languages by using a Chinese-English
dictionary. He integrated well in the Philippines and observed that
Filipinos had a high propensity towards canned goods consumption.
Thus, Ricardo Po Sr took a loan to start his business venture. After
3 years of diligent research and study, Century Canning Corporation
was established in the Philippines as a pioneering tuna canning facility
focusing mainly on processing and exporting an abundant supply of tuna
in Philippine waters. Today, CPG is the largest producer of canned food
in the Philippines. CPG is a market leader within each of their respective
segments having geographical reach in China, United States, Europe,
Japan and the Middle East.
Ricardo Po Sr has four capable sons. However, the family decided that
the management of the business be given to the third son, Christopher
Po. Co-leading the family food business is the second son who serves as
the CEO while the other two sons serve as members of the board.
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As the second generation CEO and President of the Po family,
Christopher Po shared his family governance journey which started eight
years ago:

“My father inculcated in us that what is given to us can also be
taken away. Hence, you must treasure the gift and be a good
steward of that gift. As our father is getting older and having
witnessed many family business feuds in the Philippines as well
as other parts of Asia, we know that family harmony is critical in
the sustainability of the business. All the siblings have a unified
goal that this route of family feuds is not what we envision.
With the fear of dissolution of the family business, the most
worthwhile investment that the family made was getting a
trusted non-family advisor to help the family develop the
governance blueprint. For the business, we currently have
weekly management meeting as well as quarterly board
meeting. In addition, we have regular Family Council and Sibling
Council meetings to provide a venue to discuss family issues.”
The Po family has a clear constitution of their governance policy with
aptly defined roles in their Sibling Council, Family Council and Family
Foundation to align the business and family’s objectives, ensure family
harmony, resolve conflict as well as build the goodwill of the business
family.
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In summary, being prepared is critical and
the recognition of potential discord can
prevent fallout between and across
generational members. One can reap great
rewards in the long term by putting family
governance in place early.
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Key Finding 3 – Changes in Family
Governance Practices
We designed our questions to get an idea of what is needed for business families in the future. While
the family has largely been successful in the past (see previous sections), some important governance
practices are under way, and some others are considered important for the future.
One can observe that Asian business families have been implementing some informal and formal
engagement as well as governance systems within the family and business to better manage the
complex relationships of family, ownership and the business.
Key Finding 3.1
The most commonly used forms of family governance are the Family Assembly, Family
Committee, and Corporate Board of Directors for the business.
Our results gave us an idea of the practices that families have adopted so far to prepare for the
next generation, and also what they need to do in the future. The families in our study have found
it effective to have informal family meetings to discuss family matters and get to know each other.
The most commonly used forms of governance are the Corporate Board of Directors (84%), Family
Committee (51%) and Family Assembly (38%) (see Figure 3.1.1).
In comparison to Indonesia and Singapore, business families from India are ahead in terms of
governance practices. They have documents specifying the family history and legacy, mission, values,
philosophy and principles, as well as clear and explicit strategic short- and long-term goals of the
business that are respected by family members. However, 60% of surveyed Indian business families
have not considered conflict resolution processes to address potential conflicts that may affect the
business and the family (see Figure 3.1.2). There are two basic approaches to resolve conflicts. One
is creating formal structured procedures and the other is open and direct communication. As India’s
traditions run deep and families place great importance on respect for elders and their views, the
latter option is often preferred. As one interviewed business family member commented, the family
seeks guidance from ‘ma and pa’ in the rare event of a disagreement.
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Figure 3.1.1
Governance Practices Currently in Place
Family Office
Family Council

25%
14%

Conflict Resolution

23%

Family Committee

51%
84%

Corporate Board
Family Assembly

38%

*Percentage figures may not add up to 100% as multiple options were allowed

Figure 3.1.2
Please indicate the degree that you see your family using each practice below:
Document(s) specifying the mission, values, philosophy and
principles that govern the family and its business, including
history on the struggles of the past generations
Understanding among family members of the mission, values,
philosophy and principles that govern the family and its
business

30%

India
Singapore

Indonesia
Singapore

Singapore

Sharing and respect for family history and legacy

Indonesia

Indonesia

India
Singapore
India

Shared family philanthropic and social engagement

Indonesia
Singapore

8%
70%

44%

44%

28%

11%

56%

30%

17%

30%

17%

40%

50%

22%

33%
64%

60%

India

Resolution processes to address potential conflicts affecting
the business and the family

6%

67%

30%

India

India

Clear and explicit strategic goals for both short- and
long-term

40%
61%

25%

Indonesia
Singapore

30%

33%

Indonesia

14%
10%

17%

30%

61%

22%

44%
20%

50%
40%

28%
17%
20%
17%
28%

Have not considered at all

6%
40%

39%

33%

44%

39%
50%

30%

56%
53%

Currently in discussion

28%
19%

Already in place

*Percentage figures may not add up to 100% due to rounding
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Key Finding 3.2
Informal meetings (65%), family reunions (49%), and the presence of different modes of
communication (49%) are commonly identified as informal family governance practices by
Asian business families.
Families have identified three informal governance practices commonly adopted. They are informal
meetings (65%), family reunions (49%), and the presence of different modes of communication (49%)
(see Figure 3.2.1).

Figure 3.2.1
Please indicate the degree that you see your family using each of these features:
19%

27%

30%

17%

Informal meetings of immediate
and extended family members

65%

24%

22%

Have not considered at all

Distant family members get
together regularly for special
events (family reunions)

49%

Mode of family communication is
present such as website,
newsletter, emails, or other
communication tools to connect

49%

In discussion

Already in place

*Percentage figures may not add up to 100% due to rounding
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In terms of formal structure, we see that many families have not developed a practice of regular
formal family business meetings, although some are in discussion about this. They have also not put
in place a family Code of Conduct about family responsibilities and expected behaviour for the next
generation, they do not have a working governing body overseeing what the family needs for the
business, and for the most part, they do not have a formal family office that deals with the personal
and financial affairs of the growing family (see Figure 3.2.2).
Figure 3.2.2
Please indicate the degree that you see your family using each of these features:

32%

35%

48%

38%

49%

35%

Have not considered at all

15%

40%

43%

In discussion

12%

22%

Family code of conduct facilitating
constructive discussion and resolution
of family conflicts
A working governing body elected
by the family among its members to
deliberate and coordinate the interests
of the family members in their
business (family council)
An office managing the family’s
wealth, social activities, and welfare
(family office)

Already in place

*Percentage figures may not add up to 100% due to rounding
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Regular meetings of all family
member in formal meetings (family
assembly)

32%

Key Finding 3.3
As 83% of Asian family members surveyed are second and third generation family members,
they are not fully aware of the different family governance options available. Hence, they may
need to seek governance-related advice from trusted non-family advisors (see Figure 3.3.1).
There is a need to move from informal governance practices to formal ones. Business families should
not just rely on informal family meetings to build trust amongst family members in the long term.
Instituting a family council will allow a business family to have an organised forum where discussion
and decisions affecting the family and the business can take place. However, building harmonious
family dynamics is a necessary condition before instituting any formal structure or adopting formal
governance practices.

Figure 3.3.1
What type of training and support do you require in the short to medium term (1-5 years)?

10%

Growing wealth and Investment-related
Family Succession - Family Leadership,
Mentoring and Family Talent Development

31%

Family Governance - Constitution and
Councils Implementation

49%
10%

Family Dynamics - Conflict and
Communication

Section 3 has led us to conclude that while the family has great respect for their legacy and past
achievements, and some shared values about philanthropy and giving back, they need to gain greater
clarity about the values and the strategic goals for the future. Though the family may have a clear
idea of values and direction in the past, this suggests that since the future will contain different family
members, from a different generation, who are part of a fast-changing globally connected world, the
values, policies and practices need to evolve in some new directions going forward. The time to start
planning for the future of the family is now.
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The Deloitte View:

“To be able to successfully set up a
governance structure within the business,
the most important tool is the active
involvement of the owners.”
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The ‘structured informality approach’ to
family governance practised in many of the
Asian business families implies that the
families are adopting fairly flat decision
making structures in their businesses. This
allows for the business family to be flexible
and agile to change and be proactive when
it comes to adopting innovative thinking
and practices for the business.
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Business Family Interview –
Taiwan Cement Corporation, Taiwan
The birth of Taiwan Cement Corporation (TCC) came about as part of the
Taiwan government’s reform programme to boost private sectors. The
first generation patriarch Koo Chen-Fu passed away in 2005. It was only
after the passing of the eldest son in 2001 that Leslie Koo, the second
son of the late Koo Chen-Fu became the sole successor to the family
business. Leslie Koo was driven by a strong sense of mission to continue
his family’s legacy.
Leslie Koo never basked in complacency. Bold strategies to steer TCC
to greater heights began once he took over as Chairman in 2003.
TCC underwent dramatic reengineering as Leslie Koo recruited new
non-family talents with vast experience to replace existing non-family
executives who resisted change and left. His efforts paid off. Today,
TCC is a publicly listed company and a leading cement player in Taiwan
with operations focused in manufacturing and sale of cement, cement
products and ready-mix concrete. It also displayed phenomenal growth
in the last decade - its production capacity grew by six times, sales
turnover improved by four times, profit increased by close to four times
and market capitalization also rose to US$5 billion from US$1.2 billion.
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Leslie Koo stated his high expectations for the company:

“I served the business for more than 30 years. Since TCC is
already a market leader in Taiwan, I observed that we are
becoming too complacent. Hence, I strategically
re-engineered the company to take on a proactively changing
culture based on my purported value statement ‘Embrace
Change, and Learn Enthusiastically’ (拥抱改变，热情学习).
I want things done better and more professionally. As the
second generation is always under the pressure that they have
to join the family business, I gave the third generation Koo
family the freedom to choose what they want. Hence, in
terms of human capital, I am looking beyond the available
talent within the family. I introduced the Management
Associate Programme for young professionals to ensure that
the best talents are recruited and trained to succeed the
leadership team. Since its implementation ten years ago, the
programme has groomed four Plant Managers (Tier-4
management). While the Koo Family shall remain as the
largest shareholder of the company, I strongly believe that
having qualified and professional managers managing the
business will help the business to succeed in achieving
sustained and profitable growth.”
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Business Family Interview –
Indorama Group, India
With the belief that polyester is going to be the fibre of the future, Sri
Prakash (SP) Lohia and Mohan Lal Lohia co-founded Indorama Group
(Indorama) in 1976 by establishing a spun yarn manufacturing plant in
Indonesia. Indorama is a first successful venture of Lohia family outside
India that provided a springboard for global expansion. Indorama has
focused its business activities in the field of textiles, polyesters and
industrial chemicals.
Through organic growth and selective acquisitions, Indorama has
grown close to 60 factories in 21 countries manufacturing a multitude
of industrial products including polyethylene, polypropylene, spun
yarns, fabrics, medical gloves and fertilizers. It is the world’s largest
producer of polyester, synthetic rubber gloves and resins that are used in
making items such as plastic bottles. Indorama has a strong presence in
Indonesia, Thailand, USA, and Europe.
SP Lohia brought his son, Amit Lohia, when he was 21 years old to a
“playground” – a tiny textile unit that was part of Indorama Synthetics.
In his seven-year stint, Amit Lohia learnt to overcome challenges from
the small yet highly competitive environment. Progressively, Amit Lohia
was given more difficult and bigger tasks.
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As Indorama’s Group Managing Director, Amit Lohia envisioned his
plans in the near future:

“I am a third generation family member. We do not have
formal family governance process yet because my family is
small and still very much connected. Though my sister and I
are given a lot of autonomy, my parent’s decisions are
followed in the occasional case of disagreement. However, as
I expect Indorama to remain family-owned and controlled but
run by trusted professional managers, I would like to
concentrate on making better systems and processes. The
family members would supervise senior executives and play
an active role in setting corporate governance standards,
financial management, strategy, and business development
activities. I would like to work more on our governance and
compliance standards, to mitigate any potential adverse
reputational risks.”
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TCC and Indorama both affirmed that
keeping the business in family hands and
professionalising the management can be
mutually inclusive. With some careful
calibration, the family can stay true to its
culture and values while growing the
business. Both family and corporate
governance objectives have to be observed
for family business to build sustainability.
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Asian Business Family Governance:
The Way Forward
Christian Stewart, Managing Director, Family Legacy Asia (HK) Limited
There are two common pathways for continuity of the Asian family firm. The first is that the family
members in management roles consolidate the share ownership by buying out other family member
shareholders. The second relies on engagement with family members who are owners but not
managers. This second pathway is based on making a distinction between the ownership role and the
management role, ensuring that owners do not interfere in management yet, at the same time, the
leaders of the family enterprise work to ensure that the family member owners:
• Have a forum where the ownership issues can be discussed;
• Are educated about the business;
• Remain emotionally committed; and
• Have a fair way to sell their shares in the family firm.
The Board (in particular, the non-family, non-executive members of the Board) has an important role to
play by helping to strike a balance between the interests of the family member owners and the family
member managers. The Board has to remind the family member managers of the need to educate,
listen, and cultivate the emotional commitment of the family member owners.
38% of surveyed respondents have established a Family Assembly and 51% make use of Family
Committees. The family assembly meetings can be used to help educate family members on the
performance and direction of the business to the family owners by providing annual updates and
presentations. Having an ownership forum is as equally important. This might be defined as one of the
purposes of the family assembly or a larger family might decide that they need a separate body as an
ownership forum. Family committees can be used to provide alternative ways to involve and increase
emotional commitment of family members, especially those who are not in management roles. Family
committees can be structured to include in-laws and members of the rising generation who are not
yet adults.
In addition to a family council and a family assembly, some Asian families also establish a “council of
family elders”. Family elders have to be trusted by the family but do not have to be related by blood
ties. They can play a role in counselling the older generation, mentoring the rising generation, and
helping to bridge the communication gap between generations. Family elders can also play a role in
conflict resolution to preserve family harmony.
Asian families value harmony, yet only 15% of respondents currently have in place a code of conduct
for addressing resolution of conflicts and only 10% identified conflict and communication as an area
in which the family could benefit from training and support. To avoid destructive conflict every family
firm would benefit substantially by ensuring that all adult family members have been taught the skills
of how to manage difficult conversations and by having an agreed process for resolving conflicts
without having to resort to litigation e.g. through mediation.
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The results show that the area in which families are most interested in seeking training and support is
in relation to family constitutions and councils and their implementation. Creating a family constitution
is an evolutionary process than revolutionary. Otherwise, family culture will overpower governance
structure. Hence, it is important to start with understanding of the unique culture of the family, which
includes understanding the family dynamics.
It is understandable that there will be some family members not interested in having a family
constitution. Trying to force someone to participate who does not want to will be counter-productive.
A family does not need 100% agreement to move forward with a constitution.
Similarly when it comes to implementing the constitution, you have to “be the change that you want
to see”. It will also help to praise and reward family members who embrace changes called for by the
terms of the constitution. At the ownership level, a key task is to ensure that family members who are
going to be owners have developed the ability to collaborate together.
There are two critical characteristics to always look for when developing family members for future
leadership. One is empathy – the ability to be able to see things from the other person’s perspective.
The other is self-awareness – introspection of one’s personality, including strengths, weaknesses and
emotions. Development Programme should include practices that will help develop self-awareness
and periodically assess family members in terms of the leadership characteristics that they exhibit and
those that they need to develop.
Finally, leadership of a family enterprise has a lot to do with dreams. Apart from having empathy and
self-awareness, future family business leaders also need the ability to cultivate a shared dream - as
opposed to being driven by their own dream which is not shared by others - and the self-assuredness
to reality check that shared dream.
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Key Finding 4 – Continuity and
Succession
There are some business policies and practices that the business has put in place. On the other hand,
there are also other business policies that are not yet considered. For instance, families in our sample
have clear roles and accountability for managers, owners and directors. However, they do not have a
formal body to represent shareholders and create policies or conduct regular meetings with advisors.
In terms of succession, 85% of the families surveyed are expecting to undertake succession within
five years or less. Our results suggest that high levels of family commitment, concentrated family
ownership as well as family harmony are keys to successful succession.
Key Finding 4.1
Asian family business owners desire to build sustainable businesses for the future and prepare
the next generation to successfully manage the businesses.
When it comes to succession, 68% of the surveyed families have not yet experienced a succession
process (see Figure 4.1.1). This implies that business families in Asia need to prepare for the impending
succession event. They have to pay more attention to planning as they face their very first succession
from the founding generation to the second generation. Specifically, Asian business families need to
prepare the next generation leadership to successfully manage the business.
Figure 4.1.1
Has your company completed a succession process between generations?
No
Yes

68%
32%

As shown in previous sections, sustainable business is based on the family commitment towards
the business, and therefore, preparing the next generation is an essential prerequisite to successful
succession. The grooming process begins with helping the successor(s) adapt to the corporate
environment and developing their capabilities as business leaders. 34% of surveyed families are
helping the potential successor adapt to working in the company and 28% are equipping these
successors for leadership roles. However, only 17% of business families have systematic succession
and training plans (see Figure 4.1.2). In contrast, almost half of surveyed business families do not
have clear and systematic succession and training plans in place. Moreover, families do not have clear
implementation plans either after succession has taken place. The majority of families are still in the
discussion stage even though 85% foresee that succession is most likely to take place in 5 years or less
(see Figure 4.1.3).
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Figure 4.1.2
In relation to the company, please rate the following according to the current business situation

14%

55%

31%

27%

56%

24%

17%

48%

23%

40%

Have not considered at all

21%

46%

32%

23%

Before completing the succession, we started
to help the successor adapt to the corporate
environment

34%

58%

34%

38%

In discussion

The company has a clear and systematic
succession and training plan
The company actively helps the successor
develop his/her capabilities in adopting new
leadership role

28%

43%

22%

The company has a list of potential successors

14%

After the succession, the company has clear
business strategies and implementation plans
There are formal or unwritten plans in place
about the role and responsibility of the current
owner-manager after he retires
There are clear employment policies in place
regarding working in the family business

33%

The company helps the majority shareholders
and employees accept and get to know the
successor

39%

Already in place

*Percentage figures may not add up to 100% due to rounding

Figure 4.1.3
When do you expect the family to undertake succession? (in years)
More than 20

12%
85%
*Percentage figures may not add up to 100% due to rounding
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1%

16 - 20

1%

11 - 15
6 - 10
5 or less

Interestingly, though 31% of surveyed respondents specified that potential successors have been
shortlisted, the succession process is neither regularly reviewed nor updated by the corporate board.
40% of respondents indicated that the full Board reviews the CEO succession plans only when a
change in circumstances requires review (see Figure 4.1.4). This may mean that plans are out-of-date
or that family members are really not clear about who the potential successors should be or how the
succession will happen.
Figure 4.1.4
How often does the full board review CEO succession plans?
2%

Others
Never

29%

Only when a change in
circumstances requires

40%
10%
20%

Less than once per year
Once per year

*Percentage figures may not add up to 100% due to rounding
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Key Finding 4.2
The next generations are committed to effectively manage the company and are willing to
put in a great deal of effort beyond what is normally expected in helping the family business
succeed.
As commitment to the family business is a necessary condition to ensure family business sustainability,
84% of the surveyed family members responded that they are willing to put in more than the requisite
effort to ensure family business success (see Figure 4.2.1).
The majority of the respondents in the study are from the second and third generations of the family
business (see Figure 4.2.2). More than continuing the business, these next generation leaders are
committed to continue their heritage, family name and reputation. In fact, 80% reported that their
involvement in their businesses has a positive influence on their lives (see Figure 4.2.1). This could be
associated to the deeply rooted values instilled in them since they were young. The next generation
has developed a deep sense of pride coupled with desire for business continuity. They are proud of
what their founding fathers have built and they aspire to continue their legacy. For this reason, they
would want to take necessary precautions for wealth preservation, and hence are strong supporters of
governance in the family business.
On the other hand, though the identified next generation successors have shown strong desire to
assume leadership, the current founder-owners are still apprehensive of fully trusting the capabilities
of their potential successors (see Figure 4.2.3). As the founders' approval and blessings are paramount
in business, the next generation members working in the family business would always consult the
founders regarding big decisions affecting the business. They would go to far greater lengths to prove
that they are good stewards of what is entrusted to them.
Figure 4.2.1
Please rate the following statements
3%
17%

80%

Deciding to be involved with the family
business has a positive influence on my life

84%

Family members are willing to put in a
great deal of effort beyond what is
normally expected to help the family
business be successful

4%
12%

Not at all
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Neutral

To a large extent

Figure 4.2.2
Which generation of the family do you belong to?
1%
8%

Generation 5
or above
Generation 4
Generation 3

24%

Generation 2

59%
9%

Generation 1

*Percentage figures may not add up to 100% due to rounding

Figure 4.2.3
In relation to the company, please rate the following according to the current
business situation:
15%

15%

17%

21%

55%

30%

49%

36%

The appointed successor has the
ability and confidence to effectively
manage the company
The successor has a strong desire
to take over the running of the
company’s business

52%

31%

The current owner-manager trusts
the integrity of the successor and
feels that he/she can effectively
manage the company

47%

32%

There are opportunities to become
involved in family governance activities

Have not considered at all

In discussion

Already in place
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Key Finding 4.3
Asian business families bank on the future of their family business with 77% of the surveyed
families reinvesting the earnings back into the business.
Whilst the family influences the business, their decisions are still driven by business priorities (see
Figure 4.3.1). This basis for decision-making augurs well for business sustainability. Their commitment
to the future of the business is demonstrated in the business families' preference to plough back
profits into their businesses for the future. The study revealed that 77% of surveyed Asian business
families favour reinvesting profits in the company instead of distributing them as dividends (see Figure
4.3.2). This implies that families are not looking for immediate return, but rather prefer investing in
the future of the business. Reinvestments allow for business improvements such as upgrading of
equipment, improving customer support, enhancing market, product expansion and innovation. These
strategies will help the family business expand and better position themselves for success in the long
term.

Figure 4.3.1
The Business Takes Priority When the Family Makes
Decision

Figure 4.3.2
What does your family do with the profits?

Disagree, 16%

Strongly agree,
52%
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Neutral, 32%

Distribute to
owners, 23%

Reinvest in
business, 77%

Results of the survey in Section 4 indicate that (1) engaging and nurturing the next generation,
(2) reinvesting profits, and (3) planning for succession early are key components for ensuring
business continuity in the long run. Specifically, engaging the next generation early and actively
resulted in a higher level of commitment and accountability towards the business. As such, robust
succession planning and family governance policies coupled with reinvestment strategies can have a
transformative impact on sustainability and continuity of the business if the current generation takes
proactive steps now. But what does this imply for the sustainability of the family?
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The Deloitte View:

“As the business evolves so does the family.
Hence, a thoughtfully governed family
business is important in terms of wealth
creation and maintaining harmony among
family members. Developing a governance
framework with the help of trusted family
advisors can also help balance the evolving
business and family.”
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Asian business families are at a critical stage
of inter-generational succession. With many
of the business families in their second
generation, it is imperative to look at several
ways to avoid falling into the third
generation trap. Planning early for
succession improves the chances of business
sustainability as it provides a longer runway
for the next generation leaders to be
groomed into involved, committed and
responsible owners of the family business.

53

Business Family Interview –
Harita Group, Indonesia
In January 2015, The Harita Group celebrated its 100 years – a
remarkable achievement for the Lim family who owned and controlled
the business. The group was founded by Lim Tju King in 1915, an
immigrant from Fujian Province of China. He opened up a small grocery
shop in East Kalimantan, Indonesia with the motivation to put food
on the table for the family. Founder Lim’s son, Lim Hariyanto Wijaya
Sarwono (currently the President Commissioner and Chairman of Harita
Group), took over the management of his father’s shop and moved
into the timber business. Lim Hariyanto Wijaya Sarwono together with
his sons, Lim Gunawan Hariyanto and Lim Gunardi Hariyanto, started
expanding the timber business in the 1980s. Lim Gunawan Hariyanto
is currently the Executive Chairman and CEO of Harita Group while Lim
Gunardi Hariyanto is the Deputy CEO.
Harita Group is now diversifying the business into mining (bauxite,
nickel, coal) and palm oil plantation. The palm oil division called
Bumitama Agri owns 200,000 hectares of plantation with 153,000
hectares planted area in Kalimantan, Indonesia. The Harita Group
listed its Bumitama Agri on the Singapore Exchange in 2012 and Ms
Christina Lim, one of the sisters of Lim Gunawan Hariyanto, has been
the Head of Investor Relations since. Christina Lim increased awareness
and understanding of Bumitama Agri’s business within the investment
community.
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Christina Lim shared that:

“We constantly revisit our Vision and Mission. This is
important to align the management, so to have clear
strategies and objectives. When it comes to making decisions
regarding the family and the business, the family discusses
together and certain matters will be decided by an older
sibling as the leader in charge. My father, who is now 85 years
old, is still invited on the discussions of the group’s expansion
plans, challenges, and performance in general. We take
disagreements positively. If we cannot resolve it within the
family, we seek the input from our non-family Board members
to shed more light.”
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Business Family Interview –
Wen Ken Group, Singapore
Wen Ken Group is a family-owned group of companies and the
creator of the well-known Three Legs Brand Cooling Water. Its humble
beginnings dates back to 1937 when Fu (Foo) Yew Ming and Chan
Sang Koon, both of Hakka descent from Yong Ding County, Hokkien
Province, China started a partnership – known as Wen Ken – to sell
consumer medicinal products. Due to serious cash flow problems, Fu
(Foo) Yew Ming invited Foo Yin, also from Yong Ding County, to invest
in Wen Ken as a silent partner. At about the same time, Fu (Foo) Yew
Ming noted that Wen Ken needed further sales expertise. With this in
mind, Fu (Foo) Yew Ming invited Chong Tang Seong to join Wen Ken as
the fourth owner cum partner. Therefore, in terms of the segregation
of roles within Wen Ken, Fu (Foo) Yew Ming managed purchasing and
operations, whereas Chan Sang Koon and Chong Tang Seong were
jointly responsible for sales, and Foo Yin was the passive investor.
Founders Chan Sang Koon passed away in mid 1960s, followed by
Chong Tang Seong (1970s), and Foo Yin (1980s). Fu (Foo) Yew Ming
survived the longest among the four founders. By the late 1980s, the
second generation business leader Fu Weng Leng (FWL) had started
to identify potential third generation business leaders. After almost a
decade of assessment and selection, FWL took the innovative bridging
step of appointing the fourth grandson, Cheong Wing Kiat (CWK) from
the Chong family as the third generation successor. CWK became the
Business Development Director in 1995. The complex family structure
of Wen Ken is a huge challenge for CWK as the family and the business
needs codification of the norms and principles that will enable them to
continue into the future. Hence, over the decade that followed, CWK
started internationalising Wen Ken’s business.
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Cheong Wing Kiat strategically reasons that:

“It would be challenging to sustain the family business as a
family-controlled entity, as there would not be enough talents
to select from within the family to lead the business. My
personal preference for the family business is to be familyowned and controlled at shareholder level, but not at director
and operation levels. That said, I feel that Wen Ken would be
in a much better place if I put in place the following: (1) Right
structures – shareholders, board of directors, business, capital
and financial; (2) Family members to become good
stakeholders; (3) Recruit and retain outside entrepreneurmanagers; (4) Focus in our original core business; and
(5) Leverage and build on our business infrastructure.”

57

While many families may only want a set of
guidelines to help manage family
relationships and hope that their family
boards are guided by their values and
principles, this will be challenging as
business families go through transitions.
Hence for continuity, it is important that
future generations be reminded of the
family history, culture, values and family ties
as the binding glue among growing family
members. While ‘structured informality’
may work today, the cohesion within family
and governance within business cannot be
taken for granted with just having a set of
guidelines.
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Risks and Pitfalls to Watch When Crossing
the Chasm of Inter-Generational Change
Dr Dennis Jaffe, Saybrook University, San Francisco

The research has three key findings that have implications for how families approach succession.
• A gap between intentions and actions in preparing for succession;
• Some discomfort and questions in the founding generation about the capability of their next
generation successors; and
• A decision to reinvest profits in the business rather than distribute to family members.
Each of these findings raises concerns that must be addressed by families if they are to succeed in their
desire to achieve a smooth and successful transition.
The research shows a genuine intention by the older generation to take active steps to prepare and
develop the next generation. This is also evident from other studies in all parts of the world. Yet the
first finding suggests that many families do almost no active planning for succession to happen. Why
is this so?
From my experience working with Asian business families who desire to cross generations successfully,
I identify several risks and pitfalls, as well as best practices that should be considered.
First of all, they should be aware of doing too little, too late. It is never too early to take first steps to
prepare the next generation. Waiting until some mystical “right” time means just that - waiting and
not taking action. Equally insufficient is not doing enough of what is needed to achieve results.
For example, a family may feel that it is enough to identify a possible successor to run the family
business. But they may not do enough if they do not take active steps to prepare the successor for the
business and to prepare the business and family for the emerging role of the successor. This would
mean that the business and the family cannot wait for a successor to emerge or be appointed only in
the event of the sudden demise or incapacity of the founder. Rather the business must look ahead to
what is needed for the future, and the family as well.
For the business, the challenges of the future are different from those of the past. The business must
not be complacent and should prepare itself for what is needed in the future. Since many business
founders are larger than life, and need everyone to accommodate to their wishes, the challenge is to
prepare the business for change or undo what they have done in the past. The business culture must
focus on the future. The potential successor and other key leaders can be asked by the founder to
begin preparation for innovation and change in the strategy and culture.
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The finding suggests apprehension faced by the older generation about the capability of the next
generation. Though the older generation have raised their children, it is sometimes difficult for
them to understand the developing maturity and capability of their growing children. Every business
founder will have questions about the capabilities of their successors. This is because the full
capability of and the plan for the successors are not fully developed until they take over. The older
generation must realise that in order to see their potential successors in action, they need to allow
them the opportunity to execute, to take risks and even to fail. It is interesting that business founders
often share anecdotes about their failures and mistakes that preceded their success, but they are
uncomfortable allowing their children the same space to fail and learn through their mistakes. To
allow this to happen, the older generation must be able to take the passenger’s seat. This may not be
their usual management style, but it is something that they need to learn in order to create a climate
for the next generation to succeed. The next generation feels trusted and supported by the older
generation when they are given the authority and autonomy to try new ideas.
Preparing the family is also a challenge to be faced early, and not until succession takes place. A
next generation leader does not have the credibility of the older leader, whose achievements and
authority are clear to everyone. The successor may be a sibling who is neither accepted nor trusted by
his or her siblings or cousins. If the family is to have shared ownership of a business, the other family
shareholders must begin to work as a team. This may be under the shared leadership of the older
generations. The family should also have a chance to talk about its expectation from the business
with the next generation. Should they feel that the family does not have the will or the skill to run the
business, they may want to sell or diversify the existing business. This possibly means that the family
needs not just a business leader, but also the appointment of a family leader to help them define their
future pathway.
Having a family leader is especially important in relation to the third finding, concerning the family
choice to reinvest the profits for the future. The business leaders are authorised to make decisions
regarding reinvestment. However, the family members who are not engaged in the business need
to agree with and support this policy. Sometimes some members of the next generations, and new
spouses, may have different views. They may expect a distribution of profits or assume they will
experience personal benefits so that they can manage their own affairs. With the emergence of new
family leadership, family meetings and a formal family governance system are important to ensure
that the family is aligned and comfortable with the decision to invest in the future. The family must
develop family leadership to define its values and align everyone’s behaviour with the policies of the
business.
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Succession is not an individual decision; it is the path that the family takes to engage the issues,
risks and challenges of the future. It is not done by a single person, and should not only commence
when the founder is gone. It is an active process of planning for the future that involves more than
just the older generation or a single designated successor. It means that all family members have to
consider new paths and ideas for the future together, and look closely at their wonderful legacy, while
not holding on too tightly to what they have always done, as the future will present very different
propositions. Finally, the findings of this research suggest that while families are well on their way,
they also need to actively attend to the process of succession. They should not assume that the status
quo will remain and everything will work out just fine in the future.
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The Deloitte View:

“The next generation taking over the
management of the family business should
always remember the legacy that precedes
them and must follow them. They have to
ensure that the family’s wealth extends well
beyond the typical two generation span
together with its history, culture and
values.”
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Conclusion
BFI@SMU began this research to provide an understanding on the current state of governance
practices adopted by Asian business families. The study also aims to promote awareness and inspire
change to the business families as they professionalize both the family and the business. As aptly put
by one member of an Asian business family we interviewed, “The purpose of the family is to ensure
family harmony whereas the purpose of the business is to create value”.
Culture and values are strong foundation of the Asian business families. They function well as the
‘glue’ that binds the family at the first two generations. However, the family will eventually transition
from founding generation to sibling partnership and then to cousin consortium, which also means
that the family is growing in size with the family relationships getting more complex. Therefore, Asian
business families need a set of guidelines to help them prepare a roadmap which will lead them to
succeed in business and stay together as a family.
Succession is not an overnight process. It is a conscious and deliberate effort to ensure a successful
handover of the business. For many family businesses, succession presents itself as a ‘make or break’
crossroad for the business. Hence, preparing early for succession is critical. In general, the findings
show that some succession planning and family governance practices are intended to be in place to a
certain extent. However much remains to be done. The formalising of the decision making process in
the family can help ensure family harmony which in turn helps the business build sustainability.
It is heartening to learn that family members are committed to the family and to the business. They
are committed to improve current governance practices and at the same time capable to raise it to a
higher level. They also showed openness for change in governance practices to successfully transition
the business from the current to the next generation.
To conclude, as business families endeavour for continuity of the business, we are confident that they
can up the odds for prospering beyond the third generation with their strong culture and values,
commitment to family governance and commitment to change current practices into best practices.
We look forward to working with our diverse families in BFI@SMU to track such best practices in
future editions of the business family research. The journey has just begun.
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Profile of Respondents
Country
Others
(Europe/ US/ AU), 4

Others
(Asia), 34

Generation of Business
Generation 1 (G1),
9%

Generation 4 and
above (G4+), 9%

India, 10

Indonesia, 18

Generation 3 (G3),
27%
Singapore, 36
Generation 2 (G2), 55%

n=102
Others (Asia) – Taiwan (7), Malaysia (6), Philippines (6),
Myanmar (6), Thailand (4), China (2), Hong Kong (2),
Vietnam (1)

Age

Gender

60s, 6%
50s, 16%

20s, 29%

Female, 29%

40s, 11%
Male, 71%

30s, 38%
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Business Industry

Years of operation
For more than
For 81 100 years, 4%
100 years, 3%
20 years or
less, 18%

For 61 - 80
years, 14%

Information and
Communications, 11%

Financial and
Insurance
Activities,12%
Professional,
Scientific and
Technical
Activities, 14%

Manufacturing, 3%

Hospitality
& Healthcare,
16%
Logistics,
Transportation
and Storage, 21%

For 41 60 years, 25%

Food & Beverage
Service Activities, 21%

For 21 40 years, 37%

Construction,
21%

*Percentage figures may not add up to 100% due to rounding

Estimated revenue before taxes for 2014
Prefer not to
answer, 1%
USD 200 million
or more, 21%

Wholesale
and Retail
Trade, 30%

Less than
USD 50 million,
43%

Others (Family
Office, Real Estate,
Agriculture,
Administrative and
Support), 21%

*Percentage figures may not add up to 100% as multiple options were allowed

Number of employees

less than
250, 41%

1,000 or
more, 41%

USD 150
million to
USD 199
million, 6%
USD 100
million to
USD 149
million, 14%

750 - 999, 1%

USD 50 million
to USD 99 million, 16%

500 749, 5%

250 - 499, 12%

*Percentage figures may not add up to 100% due to rounding
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Research Methodology
In continuation to the Asian Business Families Succession Research Survey Report 2013, Deloitte
Southeast Asia (“Deloitte”) provided Business Families Institute @ Singapore Management University
with a research grant in order for the latter to design, disseminate, and deliver the Asian Business
Families Governance Research Survey Report 2015 (“Research Survey”).
For this Research Survey, nine (9) Asian countries were identified, namely India, Indonesia, Malaysia,
Myanmar, Philippines, Singapore, Taiwan, Thailand, and Vietnam. BFI @ SMU also received responses
to its online survey from Business Families in other regions. These business families originated from
other parts of Asia, Europe, and Australia.
The Research Survey is designed to assess the perceptions and sentiments of business families towards
the family and the business. The objective of the Research Survey is to examine how families view their
generational succession, review what they want to do and have begun to do, and how they see the
future.
Analyses are conducted on a sample of 102 Business Families who participated in the confidential
online Research Survey from Mid-December 2014 to Mid-Apil 2015. All Research Survey respondents
were members of a Business Family which is defined as:
Definition of a Business Family
1.
(a)
(b)

Family – By at least two (2) Business Family Members (defined below)
Immediate Family Member – (i) Husband and Wife, (ii) Parent and Child, and/or (iii)
Siblings, and /or
Extended Family Member – (i) Uncles / Aunties and Nephews / Nieces, (ii) Cousins and/or
(iii) In-Laws

AND
2.
(a)
(b)
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Business Involvement – Through Ownership and/or Management
The Family Members collectively own more than 50% of the voting shares of the
business, and/or
At least two Family Members manage the business as Executive Directors, CEOs, Senior
Management, etc.
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Will your apple land far
from the tree?
Many Asian business families are expecting to transition their leadership as soon as current
generation retires – but succession is not as simple as looking down the family tree. As business
families have grown over the years, the need for a clear framework for corporate governance
and to align the wants and needs of the family with that of the business has never been clearer.
At Deloitte, we tailor our corporate governance solutions to fit your needs: whether you are a
first–generation national manufacturing enterprise or a fourth-generation international trading
company, our specialists are available to help you put in place best practice structures and
systems that will help make sure your family’s business bears fruit for years to come.
Come talk to us at www.deloitte.com/sg to find out more.
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