\\f"“:\
7
g

Sbs

Managing
the Family
Owned
Firm

by John R. Kubasek

The construction industry has an extraor-
dinarily high percentage of family-owned and
managed businesses. These businesses face uni-
que growth and development problems
becausethey are, after al, "part of the family."

Solving the problems of the family-run
business is usualy difficult, because emotion
too often replaces common sense. No matter
how objective people tell themselvesthey may
be, most people can't segregate their personal

feelings and emotions toward family members
from the hard redlities of business.

The tendency to judge the performance of
family members not by industry standards, but
by their personal assets and liabilites, isone of
the biggest problems confronting the family-
run firm. The first stage in creating "dead
wood" occurswhen excusesare madefor poor
or inadequate performances on the part of
family members.

To help recognize and solve the many dilem-
mas facing family-owned and managed con-
tracting firms, I've outlined severd "pitfalls’ to
avoid when managing and marketing the
family-owned business.

1. Don't usethe mar keting function as
adumping ground. If cousin Larry is afoul-
up in every other job you've given him, don't
make him director of marketing.

Although generaly unappreciated, the
marketing function is one of the most impor-
tant postions in a contracting company.
Because the marketing function is s
misunderstood, however, the title often is given
to someone who has not been ableto perform
in any other capacity.

The lack of marketing understanding thus
gives the incompetent relative a"shield of pro-
tection," because no onereally knowswhether
that person is or isn't doing thejob properly.

2. Give your réeative a salary, not an
allowance. Forget the fact that someone is a
relative. Give himor her asalary based onin-
dustry norms—no more and no less. If you're
unsure what typica sadaries are, read the
classified section of your loca newspaper and
check with your friends in the industry.

Paying your brother who runs a bulldozer
the same sdlary as the president of the firm is
destructive, because persona growth and
development are dtifled, and “illusons of
grandeur" are created.

3. Leavethekid alone! If you have ason
inhis early 20s or 30s looking to find hisplace
in life, let him find it by himself!

While it may be disheartening for you as a
parent and contractor to accept the fact that
your offspring may not be a "born builder,"
you have no choice. No one should be pressed
into the family businessto "find their niche."
It just doesn't work.

In addition, pressuring someoneinto arole
in which they have no interest is not going to
help your profits or provide your firm with the
talent it needs to grow and expand.

4. Promote non-family members to
responsblepositions Unlessthe"executive'
ranks of your firm include some non-family
members, attracting new talent to the company
will be extremely difficult. Nothing is quite as
effective in turning off experienced, skilled con-
struction people who apply for employment.

How long do you think the best and highest-
paid non-family employeeswill last when they
keep seeing responsibility turned over to only
family members—particularly if they're inept
family members? It won't take them long to
reglize there will be no personal growth in the
company simply because they are not part of
the"clan.”

5. Think of your self asateam—not one
big corporate family. In a family-owned
business, both family members and hired
employees know they are different—after all,
the president of a contracting firm doesn't eat
dinner with his employees every night—and no
other illusion should be crested.

If acrissbefalls afirm, family members will
get preferentia treatment, and all “happy fami-
ly" illusions will go up in smoke—aong with
employee morde. Insteed of working under this
foolish, outdated philosophy, establish one
standard of fairness for family members and
employees dike.

People who work together are not afamily,
but ateam. Team members have affection and
feeling for one another, and if they are profes-
sionas they will help each other and redize
that greater benefitsfor dl rely on cooperation
and team work.

Unlike a family member, however, team
memberstrade places and retire, while afami-
ly member is afamily member for good or bad.

6. When you transfer power and
authority, let go. No matter where | go, the
question | most often hear is "How do you
facilitate an easy and effective transfer of cor-
porate power and authority from the founding
father of a company to his son?'

I've listened to every kind of formula im-
aginableto minimize thistraumatic situation,
but there's only one correct answer:

After years of training his son, the founding
father must turnin hiskey, clean out his desk,
put the company checkbook on his son's desk,
walk out the door and never set foot in the office
again. With one possible exception, there'sno
other way that works.

The father of the firm must have the courage,
self-confidence and assurance—both in the
success he has achieved and in hisof fspring—to
entrust the business he has built to his son.

Two common variations of this scenario
seldomwork: the founding father who retains
office space and comesin regularly, because he
usually will conscioudy or unconscioudly start
to meddle in the firm's &ffairs; and the father
who turns complete control of everything over
to his son—except the checkbook.

In the first example, even if the father does
not directly participate in firm decisons, his
interference—or even mere presence in the
office—casts a shadow over the new manage-
ment and leadership.

In the second case, without control over the
company'sfiscal reins, many management dedi-
sions can be mistrusted by amost anyone in
the firm. Very few people question the judge-
ment of the person who signs their paycheck.

Wheat is the one exception to this hard and
fast "let go" rule? | know of one contracting
firm where the sons arranged a chauffeur-
driven car for ther retired father, who was
taken to the various job sites every morning.
After inspecting the sites and noting any prob-
lems he felt were worth reporting, he was
dropped off at hisfavorite restaurant, where he
phoned hissonsto report any problemsheen-
countered. He never set foot in the office.

This magnificent solution may seem costly,
considering a chauffeur-driven car each day,
but it's an idea of pure genius—and quite chesp
in the long run. The cost more than paid for
itself by having small problems flagged down
before they become monumental losses  ®
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