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			Praise for 
So You’re in the Family Business…


			“Your family business almost certainly has a culture, a set of understandings of ‘who we are’ and ‘how we do things.’ The question is, does your family’s culture support family cohesiveness and business effectiveness? For a brilliant road map for getting the culture right, I recommend So You’re in the Family Business. It’s lucidly written and full of compelling examples, and each chapter ends with bullet points for how to put into action the ideas you’ve just read.”

			—Mitzi (Mrs. Frank) Perdue, author of Tough Man, Tender Chicken: Business and Life Lessons from Frank Perdue

			“Based on many years of experience—together and individually—Paul and David Karofsky strike just the right balance between case studies and professional observations in their new book, So You’re in the Family Business. Written in their classic tongue-in-check, good-humored style, this book takes on the old, the new, and the inevitable challenges of owning and working in a family enterprise. Fun and useful, optimistic and realistic, serious but not too serious, it’s a great contribution to the field.”

			—Judy Green, PhD, president of Family Firm Institute

			“This primer should be read by everyone who wants to learn best practices and avoid the pitfalls of a family business. The real-life client examples Paul and David share throughout the book are like having private access to decades of family business dos and don’ts.”

			—Craigie Zildjian, 14th generation CEO of The Zildjian Company

			“I am deeply impressed by the Karofskys’ encyclopedic knowledge about how family businesses work. As the longtime CEO of a fourth-generation family business, I have experienced their expertise firsthand and highly recommend this Guide to Sustainability to anyone who is interested in learning more about the challenges and opportunities facing family members who work together.”

			—Steve Grossman, former president and CEO of Grossman Marketing Group, former Massachusetts State Treasurer, and current CEO of Initiative for a Competitive Inner City (ICIC)

			“Few things in life can be more rewarding and yet confusing as working in a family business. In this book, Paul and David provide a fantastic road map to realizing these rewards and clearing up the confusion. Their thinking has been an important element in our success through the years.”

			—McKeel Hagerty, CEO of Hagerty Group, YPO board chairman, 2016–2017

			“Paul and David Karofsky demonstrate their vast experience and knowledge of family businesses in this informative and insightful book. Through a variety of case studies, they offer their individual perspectives and provide valuable guides to sustainability. They illustrate their deep understanding of the challenges unique to family businesses covering topics such as growing up in the family business, rules of engagement, family meetings, leadership, and ownership transition. A must-read for everyone involved in a family business.”

			—Debbie Lipsett, CEO (Chief Emotional Officer) of 
Charles River Apparel

			“So You’re in the Family Business provides practical help on many levels. At one level it offers good examples and bad examples. At a second level it provides possible interventions to improve outcomes. At the deepest level it will cause all participants in a potential family business career to engage in deep reflection on their own skills, interests, personalities, and time frames for measuring success. The family business can be a risky venture psychologically and financially for the ill-prepared. In this book, this father and son team provides both encouragement and warnings. It is a great service.” 

			 —Howard H. Stevenson, PhD, Sarofim-Rock Baker Foundation professor emeritus, former senior associate dean, director of publishing, and chair of the Harvard Business Publishing Company board
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			In memory of my dad, for his patience, sharing, wisdom, and love.
—Paul Karofsky
To my father, for your guidance, knowledge, humor, and love. Thank you for being my partner in business and showing me the joys of working in a family business.
—David Karofsky
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			Our goal in writing this book is to whet your appetite for more—for you to join us in the journey as lifelong students of family enterprise and the quest for sustainability. The longer we work in this field and the more stories we hear of success and failure, the more we appreciate and marvel at the subtleties and intricacies of each. It’s easy to simplify and generalize, but to do so devalues the incredible resources families bring forth and risks they take enduring sleepless nights in their mission to build careers of associates and produce goods and services for others, while shaping their own legacies. Each chapter of this book could be volumes unto itself. We simply want to share a glimpse into some of the challenges and opportunities we’ve faced with clients and in our own lives. You may wish to read this book cover to cover or perhaps scan the table of contents to explore the topic that interests you most at this moment in time. If you can walk away with some additional insights to better manage the dynamics and complexities of family enterprise, then we have accomplished our task. Statistically, the odds are stacked against us;1 it’s time to change those odds and create sustainable family enterprises that last longer than two or three generations. The stories we share are ones that have been shared with us or are based on the clients with whom we’ve been privileged to work. Other than those of the Grossman and Zildjian families, whose mention is with their permission, these stories have been disguised out of respect for the families and businesses we so admire. 

			
				1	Research conducted by Dr. Joseph Astrachan at Kennesaw University, a longtime expert in this field, concludes, “In each generation, it appears that approximately 30 percent of companies remain family owned.” 
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			“Tell me the truth. Are we the most dysfunctional family you’ve ever worked with?”

			Almost invariably, that’s one of the first questions we’re asked when we’re called in to consult with a family business. And yes, we have seen some spectacularly dysfunctional families in our practice, though few rise to the level of the fellow who pistol-whipped his own brother over a business dispute; the father who had an indiscreet relationship with his son’s girlfriend; the mother who announced she was gay and leaving her husband and two adult sons to move in with her ex-sister-in-law; the father who said, “I’m not sure how happy I am with my son’s success; look at what it says about what I couldn’t do”; or the dad who struggled to give praise and, on his deathbed, told his son, “I don’t want you to think I’m not proud of you.” (The only way he could ultimately do it was with a double negative.) 

			Everybody hears the horror stories or sees the headlines about family businesses gone awry—yet, while there are numerous special challenges around running a family business, it doesn’t have to be that way. The fact is, we are a family business, and for us it’s been a wonderful experience. Through our consulting practice and family business peer groups, we work with business families to address challenges and opportunities ranging from communication and conflict resolution to defining roles and responsibilities to the transition of leadership and ownership. 

			Our mission is to help family members in business together enjoy Thanksgiving dinner with one another.

			In this book, we’ll share examples from our extensive practice in consulting to families whose relationships and enterprises were at risk, largely because of their failure to communicate effectively. In our experience, communication is the lynchpin for success, and improving communication among family members is the biggest part of our work. We hope you’ll find our suggestions and the accompanying anecdotes both illuminating and inspiring. 

			If you are in a family business, we encourage you to think about the challenges and opportunities you may be facing in your own organization and ask yourself, What changes can I make to have a more sustainable family enterprise? We’ve developed a “Family Business Health Check,” which may assist you in getting started. You can use this health check as a guide as you read through this book. It’s located on our website at FamBizConsulting.com.

			
Chapter One
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Growing Up in the Family Business

			Even though we’re father and son partners in business together and both grew up in a family business, our paths to a shared enterprise were quite different. In this chapter, we’ll share our individual, unique perspectives on what our past experiences meant and how they shaped our ideas about what a family business can and should be. 

			PAUL’S PERSPECTIVE 

			My dad was a second-generation son-in-law who gave up a promising career as an architect to help with our family’s wallcovering business. When I was a youngster, on occasional Saturdays and school vacations, he’d take me to work with him. I savored it. I alphabetized metal plates with new customers’ addresses and ran the Addressograph machine to print envelopes, folded and mailed invoices, and at month’s end mailed statements, running them through the cranky Pitney Bowes postage meter. Price lists were printed with an A. B. Dick mimeograph machine. I’d check the ink supply and wrap the heavy, blue, wax paper stencil around the drum and insert long legal-size paper into the feeder. Blue was for retail stores and orange for sub-jobbers (retailers who inventoried for other retailers in their local markets). My challenge was to turn the crank slowly enough so ink would come through the holes in the stencils but not so slowly that it would blur the paper and yet not so fast that the paper would jam. Great fun, until, of course, it came to washing the ink off my hands. Typically, my fingers would have blue stains for a day or two afterward. I loved it. I loved working. I loved being with my dad, driving to work with him, having lunch with him, and seeing how he was respected and admired by his crew, who all called him “Syd” or “Mr. K.” I felt an enormous sense of pride for this warm and engaging man and enjoyed the elevated privilege of calling him “Dad” or “Pop.”

			One of the greatest lessons I learned from my father was at the age of fifteen. I remember so clearly waking up that Sunday morning to find my mom standing in the front hall. She told me that there had been a massive fire in the middle of the night that destroyed our family’s warehouse. My dad was there now. It was March 1, 1959. The headline of the Boston Herald read, “5-Alarm Roxbury Fire Rages.” (See Addendum #1: Boston Herald.)

			I dressed quickly, and Mom and I scrambled to the car. We couldn’t park too close to the warehouse because the roads were gridlocked, so we cautiously walked a couple of ice-covered blocks to Washington Street. Water from the fire seemed to be everywhere. I’d never seen so many fire trucks, hook and ladders, hoses, and firefighters in one location. The smell of burned wallpaper permeated the crisp cold air. Smoke was pouring out of the black-streaked building. 

			My dad was standing across the street with a clipboard in one hand and a thick dark-green architectural pencil in the other. After some hugs, I asked him what he was doing. He said, “I’m planning.” 

			“Planning what?” I replied.

			He said, “Planning what to do next. I’ve got to call the mill in Ohio to order trailer loads of Wall-Tex.”

			“But where will they ship it?” I asked. “You don’t have a warehouse anymore.” 

			He said, “It will arrive next week. I’ll have a new warehouse by then.” No panic, no tears; this man was not obsessed with the tragedy that destroyed his warehouse. It didn’t destroy his business. His business was his ideas and his team of incredibly devoted people. My dad was focused on the future opportunity and what needed to be done to rebuild, restock, and restore order to chaos. 

			Within two days, he found space at 300 Summer Street in Boston, just across Ft. Point Channel, the site of the Boston Tea Party. It was an old wool storage building owned and partially occupied by a furniture company. With eight stories and 108,000 square feet, the building was in the same block as one competitor and a block away from two others. It was a building we’d ultimately purchase (see Addendum #2: Summer Street). Dad arranged to rent four floors, just enough to handle the present size of the business and allow for some growth. The space was totally bare, with reinforced concrete floors capable of holding heavy loads. Two freight elevators and a ground floor rear alley were perfect for a chute to the street for customer pick-ups. Contractors, electricians, even the telephone company responded immediately to my dad’s urgent pleas for help. And within ten days he was back in business and at the end of the month hosted an open house party for his crew, customers, suppliers, and even all the contractors who helped him rebuild. 

			Flash Backward: Paul’s Story

			One of the greatest gifts my mother gave me as a young child was her counsel, “You can’t have your cake and eat it too.” From the moment I heard that, I was determined to prove her wrong.

			This was evidenced with great clarity when I was a junior in high school. I was preparing for a Spanish speaking contest, and my teacher asked if I’d mind coming to his home on a Saturday for some additional help. I was stunned when I arrived at a stately Georgian colonial with cream-colored pillars and a front door of wrought iron and glass. When my teacher opened the door, my first question was, “You weren’t always a teacher were you?” He laughed and then told me that his first career in business was rewarding, but he, as have I, had always wanted to be a teacher. So, after an early retirement, he returned to school and earned a graduate degree in foreign languages and had been teaching ever since. Several years later, I learned of a family friend who opted out of his family’s business also to return to school, earned his doctorate, and devoted his second career to helping others in the field of social work. 

			At a pre-conscious level, a path was forming where I could have my cake and eat it too.

			After my undergraduate years, now a newlywed, I attended graduate school in philosophy while my bride completed her undergraduate studies. I was the only graduate student in the department, and part of my responsibility included working as a teaching assistant in an introductory undergraduate course. My professor was officious, shallow, cold, curt, and insensitive. Most of my students were taking the course as a distribution requirement, with little interest in the subject. I had no peers, and there was no room to share my own thoughts and ideas. My disappointment and disillusionment, perhaps a token of my relative youth and naiveté, led me to abandon my studies halfway through. I then became a substitute teacher in local high schools, coupled with part-time work in a hardware store, selling paint, wallpaper, and salt lick. I loved both of my new careers; I had my cake and could eat it too. But I knew this was a short-term event. We were in Connecticut, and my wife and I wanted to live closer to our families in the Boston area. 

			The following year, I joined my dad in the wholesale distribution side of our family’s wallcovering business (more to follow). My uncle, his cousin, my grandmother, and her second husband ran the retail end. Shortly after my entry, my dad, anticipating the complexities of family enterprise, arranged a buy-out to separate the wholesale from retail to assure our independence. My role and responsibility steadily grew, and we opened a branch distribution center in Connecticut and made a couple of major acquisitions (more on this later), increasing the business more than tenfold over a ten-year period.

			While I enjoyed the strategic aspects of business, the trappings of success, and the joy of a growing family with two spectacular kids, I needed more. I needed some cake again. 

			I read a book by another family friend entitled Second Time Around: An Alternative to Retirement and was freshly inspired. I joined a local nighttime hotline telephone support for teens in trouble, then a local multiservice center for drop-ins. Later, for twelve years, while still active in our family’s business, I co-taught a nighttime course in human relations at our local high school. The cake tasted good.

			The frosting came several years later when our industry hit a peak and I opted to sell our business, which my dad had earlier transitioned to me. Encouraged by a psychiatrist friend, I returned to graduate school and focused on the psychosocial lives of families and intergenerational relationships. 

			Now in my midforties, armed with a new piece of parchment and encouraged by a cousin who was launching his second career in the world of strategic philanthropy, I learned that the world of family business was emerging as a discipline. Seeking opportunities in local universities, I discovered that Northeastern University was exploring the launch of a Center for Family Business. I was invited to consult on that launch, became its executive director, and ran the center with great success, producing monthly breakfast meetings and bimonthly half-day educational forums with guest speakers. I also had the joy of creating and facilitating a series of peer forums: two leadership development forums, a seniors’ forum, an intergenerational forum, and a women’s forum. 

			At its peak, the center had seventy-five families and six professional sponsors participating in a learning community. Together we explored the challenges and opportunities of family enterprise, ranging from succession, roles and responsibilities, and taking hold and letting go, to conflict management, while over the fourteen years achieving a revenue surplus of over $500,000 for the Dean’s Discretionary Fund. During this time, I was asked to speak, write, teach, and consult to business families; launched Transition Consulting Group; and savored a worldwide speaking tour with the Young Presidents’ Organization.

			The frosting got sweeter when I retired from the center and my son, David, joined me in consulting to business families. Armed with his master’s degree in counseling psychology, an MBA, twenty years of work experience, and an innately irreplaceable sense of people, he was duly qualified. 

			Today, as a family business working with other family businesses, we share the frosting as partners and father and son as we speak, write, teach, and consult with family enterprises and facilitate multiple peer forums through The Peer Alliance. And just as I was able to make changes in our family business, be my own person, and take it in a direction that was different than what my dad had originally started, so David has taken our business to a new level and changed it, and will continue to change it, in many ways as he applies his own unique skill set. I’m thoroughly comfortable embracing these changes. The future is his.

			DAVID’S PERSPECTIVE 

			Going back to the early 1900s, family business has been a way of life for our family, something that’s in our blood, my dad being the third generation in our family’s wholesale wallcovering business. Although the nature of our family business itself has changed, the work that we do today and the experiences that we have today with each other and with our clients are a result of having been in a family enterprise for four generations. 

			From the time I was about seven to when I was seventeen, every quarter my father would send a company newsletter to key customers, suppliers, and other vendors, about a thousand letters altogether, although to me it felt more like ten thousand. He’d bring them home, pop them on the dining room table, and say, “All right. Here’s your weekend.” We would sit next to each other. He’d have a stack of letters and personally sign each one. I would then fold them and put them in envelopes. By Sunday afternoon, we had boxes of envelopes ready to be mailed. It felt like I was contributing to the family enterprise, that I was doing something meaningful, even when I was very young. I would read the letters so I was learning what my father and grandfather were saying to their customers, and I got a sense of what was going on in the business. I was a little bit a part of it, which felt great. 

			When I had vacations in grade school, Dad would bring me to work with him in Boston. The building was downtown on Summer Street, and my father and grandfather’s offices were there right next to each other, with a small private door between them. Dad had a big office with a couch and a round table with four or five chairs around it and a desk and credenza. Best of all, he had a closet filled with what looked like all the office supplies in the world. As a ten-year-old kid, I thought that was the coolest thing in the world. 

			One thing I loved in particular was a small Lucite note holder my dad had on his desk that held two-by-two-inch notes with his initials on them. He used to bring me stacks of those, and I’d change the initials on them to mine. When I saved up enough money, I went to the stationers and bought my own. 

			When I was in the office on school vacations, I would go down to what we called “the bat cave” where all the samples and all the wallpaper were warehoused. Together with an employee named Carl, I would cut sample books. We had to wear heavy overcoats to protect our clothes from the ink. After cutting the sample books, I would go upstairs, and my father, grandfather, and I would walk down the street to Lodge’s Diner. We would talk about business and life, and I felt like one of the guys. I played on the company softball team, and I remember the uniform: a blue-and-white striped shirt with an arrow insignia on the chest and a hat with the Northeastern arrow on it. I was a boy among men, but I remember standing at the plate and taking my swings, and it was a lot of fun. Family business was more than an enterprise to earn money. It was a way of life. It was our way of life, three generations working together. We knew nothing different. Even on Sundays, the whole family, including both sets of grandparents, went to dinner together. 

			We first talked about my joining my father in business when I was thirty years old. Married, with a young son, I was finishing up my MBA and in the middle of my internship working for a Fortune 500 company. My father has always been the person I would talk to and bounce ideas off of. We were having dinner when he asked me, “Well, what’s next?” 

			I said, “I’m not sure what I want to do. It would it be fun if you and I did something.” He agreed it would be great, and after exploring the pros and cons he suggested that at age thirty, I’d need to get a PhD. I already had a master’s in counseling psychology and was working on my second master’s, and frankly, the last thing I wanted to do was go back to school. I wanted to get out into the workplace and start earning for my family, so we put the idea on the back burner and both said, “Well, maybe one day.” I went off and had a career of my own in high tech and did a lot of different things, from working at EMC to running marketing for a software start-up—and gathering that essential nonfamily-business work experience. 

			The door opened again at age thirty-nine when I had the work experience and the maturity to be an effective contributor to the family business and to really be a good family business consultant (more about this in chapter 2).

			For seventeen years, Transition Consulting Group was not a family business. It was my dad consulting, doing his own thing, working with clients as he wanted to. Then, all of a sudden, the dynamic changed when I came in. I think one of the best things about it for my father was that it brought his family business experience full circle. Now he is the senior generation, and that’s a rich and rewarding life experience for him as well as for me (more about this to follow).

			Guidelines for Sustainability

			
					Challenges are inevitable; learn to manage them.

					Recognize that you are your children’s mirror.

					Model the attitude and behaviors you’d like to see endure.

					Provide your kids with positive experiences in the business.

					Engage them early on; make it fun.

					Focus on solutions, not problems.

					Share stories and find opportunities to instill values.

					Recognize your passion. Maybe you can have your cake and eat it too.

					Sometimes it’s okay for the business to serve the family; a sale can enable that.

					Ensure that each generation brings and applies unique skill sets; embrace them.

					Nurture the interest and excitement of the next generation.

					Keep the door open. What might not work today may just be perfect tomorrow.

			

			
Chapter Two
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The Rules of Engagement: Why You Need to Establish Entry Criteria

			When is the best time to write a prenuptial agreement? Hint: it’s not the day before the wedding—much less the day after. Just as you would create rules before playing a game of basketball or baseball, we encourage you to create rules in the family business. Defined entry criteria for family members—what we call The Rules of Engagement—are the business equivalent of prenups, or rules in a game, and should be spelled out, agreed upon, and in place well in advance of need. They’re more than requirements for education and outside work experience. Failure to establish and adhere to these rules is typically an invitation to disaster.

			There are two client stories that instantly come to mind that provide real-life illustrations of how things can go very wrong, or very right, depending on how thoughtfully this process is managed.

			How It Looks When You Do Things Incorrectly

			Let’s start with the train wreck. The DeLeon family owned a chain of successful, high-end restaurants, which were jointly run by two sisters and their brother. It was a silo-mentality organization—in that each of the three siblings was focused on running his or her specific department—and there were already fault lines in the family relationships, thanks to differing opinions on the vision for the business and the varying levels of strength in the siblings’ capabilities to run their respective operations. 

			One of the sisters, Martina, had a ne’er-do-well son, Chuck, who had just barely graduated from college and didn’t have a clue about what he wanted to do. He’d spent some summers and weekends working in the business, but he hadn’t put much effort into it, typically showing up late and leaving early. His passion in college had been basketball, but he wasn’t NBA material, so he came to his mother and asked her for a job. Her response? “Sure, come on board. We’ll figure it out.” No entry criteria, no past experience, inadequate education, no established rules on what his role was going to be or to whom he was going to report; he just showed up for work, driving the shiny new BMW his mom had bought him as a graduation gift. 

			Not surprisingly, what ensued were conflict, animosity, and a further fracturing of family relationships. Martina’s brother and sister didn’t want to tell her that Chuck wasn’t the brightest bulb, but it was clear he had little to nothing to contribute. And that $80K Beemer didn’t endear him to his coworkers, who were only too ready to write off the boss’s kid as an entitled brat. This further clouded the siblings’ sense of vision, and a fairly smooth-running business was suddenly plunged into drama; nobody was communicating, and resentments were at the boiling point when we were called in to help salvage the situation. 

			We facilitated discussion to create a training rotation where Chuck would spend three months in different areas of the business: working in the kitchens; waiting tables; working in management, finance, and operations, etc., to learn the business from the ground up. But a lot of damage had already been done. Chuck had been reporting to his uncle, who gave him a series of “special assignments,” none of which was performed well or on time. This was exacerbated by Chuck’s obvious sense of entitlement; Celtics games were his priority, so forget working night shifts when the team was in town. Despite this, his uncle was unable to give constructive feedback for fear it would further exacerbate tension between him and his sister. The consequence: ensuing friction threatened to derail the business. 

			We sat down with all the principals, including Chuck, and led a frank conversation. We guided the siblings to lay the issues out with complete, yet respectful, candor because it was important that all understood that Chuck had been set up for failure the day he was hired, that his behavior had been unacceptable, and that many of his problems were of his own making. At that point, everyone realized that for Chuck to get the respect he wanted (and the company needed), he’d have to leave the company and prove himself outside his family’s business. Ultimately, the three siblings were able to repair their relationships with more open and candid dialogue, and Chuck is now working successfully for another company. In effect, we helped the family reverse-engineer their rules of engagement and entry criteria, and while it came too late for Chuck, the process and guidelines they created are serving them now in smoothing the entrance of other next-gens to the family business.

			How It Looks When You Do Things Correctly 

			A good example of doing things right is the story of Hank and his son, Chad. Hank had divorced his wife soon after their son was born, and Chad was raised two states away from his dad. As a consequence, their relationship during Chad’s childhood was spotty at best, something Hank regretted enormously. Hank had inherited a large manufacturing facility and built the business into one of the premiere companies of its kind in the country. Meanwhile, Chad took his own route, going to college and earning a law degree. After Chad worked in a law firm for three years plus four more as corporate counsel in a related field, his dad, wanting to craft a plan for succession and hoping that his son might ultimately take over, invited Chad to join the business. Chad agreed, seeing this as a wonderful opportunity for his own career, as well as a chance to build the relationship he’d always wanted with his dad. 

			Both Chad and Hank understood the risks of bringing a member of the younger generation into the business, so we were hired to perform due diligence for Chad’s entry. This involved in-depth interviews with both father and son to establish clarity around several critical questions: What were their goals? What were their expectations for the future? What kind of a vision did each of them have? What were their tolerances for risk, and were those well matched? We checked for compatibility of personality and style. We performed an in-depth assessment of Chad’s competencies, along with multiple interviews of key stakeholders in the business: nonfamily employees, the company’s attorney, the company’s banker, and other important players. 

			Through this process, we determined that Chad did, in fact, have the competencies required to ultimately run his father’s business. He entered at a high level, and it worked out beautifully. Father and son went on to make major acquisitions and build on Hank’s successes—and to patch up that long-neglected father–son relationship.
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