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Corporate Governance Consultant, Luciano Carvalho Ventura interviewed by Célia Domingues of PNT EM AÇÃO
PNT em Ação: In one of your articles (www.lcvco.com.br) you state that the average life of a US family firm is twenty-four years.  Is there any relationship between family firm failure and lack of training of the successors? 
Ventura: We have no data on this topic in Brazil, but the figures must be similar.  Succession is a major risk in any type of business organization, but more so in family firms where the choice of successor generally involves a number of emotional parameters. The bottleneck generally occurs during the transition from the second to the third generation.  The reason for this is that formally placing a cousin in a position of power is more complex than legitimizing a sibling (in transfers of power from the first to the second generation, the heirs are siblings).  There is no question that training and grooming a successor is essential to the survival of a business, as is the process of transition of power.  Moreover, the company must take great care in its choice of successor since this is never a final decision, and the successor must be fully aware that he or she was selected by mandates and may or may not remain in this position.

Ação: What exactly is involved in training and grooming a successor? 

Ventura: This individual must firstly have graduated from a good Brazilian university and taken a post-graduate degree abroad, to have experienced a different life style.  This person should also have been an employee of an unrelated company, to ensure that the professional experience gained was untainted by any bias of the owner of the firm, to have learned the humility required to respect the hierarchical structure, and to have been tested as a professional.  After attaining this qualification, he or she should be placed in a management position in the family firm, and not start off in the company either in a position as lowly as a clerk or as high-level as a director.   This successor must be given ongoing in-house and external training to take on the business.  A long-term mentor is important.  This could be the role of a professional coach who plans the training process over anywhere from five to ten years.  If money is lacking to contract an outside coach, the successor needs, at least, an in-house mentor, such as an uncle, one of his or her father’s partners…

Ação: What is the most vital quality required for this person to take on the business? 

Ventura: In-depth familiarity with the business, the political skills to negotiate with the other heirs, commitment to the business, hard work, and leadership qualities.  Leadership and respect are not acquired through blood ties; they are achieved. If the company has a board of directors, the training of successors should be its responsibility.  This, in fact, is the best solution to the succession process – the company should install a board of directors comprised of family and independent members. The board of directors is an impersonal body that gradually assumes the power hitherto held by a single individual.  Thus, on the decease or retirement of the founder, the board already has the power and the company’s and family’s trust to select a successor.  Generally speaking, as of the second generation, the majority of heirs remain outside the business; in other words, share control is no longer in-house.  However, a representative of every branch of the family can have a seat on the board and monitor operations. 

Ação: What are your recommendations for installing a board of directors? 

Ventura: A board of directors is legitimized by its founder who should formalize its existence while still actively in charge of the company.  I also recommend seeking the support of an outside professional with in-depth knowledge of the respective business sector, to ensure that the founder does not abandon a good business concept.  A board of directors is a very helpful adjunct during the transition process, since the succeeded party can continue monitoring the business and the successor has a support system. 
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