
SMN-660-E
March 2008

This technical note was prepared by Alfonso Chiner, Lecturer, March 2008.
This technical note was written with the collaboration of the IESE Family-Owned Business Chair.

Copyright © 2008 IESE. This translation copyright © 2012 IESE. To order copies contact IESE Publishing via www.iesep.com.
Alternatively, write to iesep@iesep.com, send a fax to +34 932 534 343 or call +34 932 534 200.
No part of this publication may be reproduced, stored in a retrieval system, used in a spreadsheet, or transmitted in any
form or by any means – electronic, mechanical, photocopying, recording, or otherwise – without the permission of IESE.

Last edited: 1/14/13
1

The Family Council: Organization and Function

Introduction

The way a family council is organized and how it works depends on a series of factors: the

council’s degree of development, whether a family constitution exists, which generations are

involved, whether the family council is in the initial stages, or whether, on the contrary,

there is already a set schedule for meetings and an existing track record, the characteristics

of the family and its specific scope (a council made up of parents and children is not the

same as one between brothers, or among cousins, including uncles, etc.), whether the council

members are also members of the Board of Directors, etc. The reasons for the existence of the

family council and its functions may be dictated by the family constitution. The family

constitution incorporates the principles and criteria used in the family governance system to

deal with personal issues and family matters that should be managed by the family council.

The specific aspects are different for each particular family.

When the family constitution is customized to account for the specific circumstances of each

particular family and its members, it can be used to determine which matters should be

addressed by the family council and how it should work.

In order to ensure sufficient rigor in family business practices, the role of the family council,

its components, etc., should be specific and tailored to the family’s situation during the

development of the family constitution. Otherwise, it can be like trying to design the

electrical system for a house without consulting the construction plans.

In the same way that a Board of Directors should be guided by a business plan and a budget

that it should enforce, the family council should be guided by a family plan established in

the family constitution.
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If we assume that the family constitution should be tailor-made, logically it is even more

important to adapt the governing body that deals with family matters to that family’s

particular circumstances.

Practical Advantages of the Family Council

Although the need for a family council in a family business is generally not questioned – in

most cases the challenge lies in implementing it properly – it is worth pointing out some of

its advantages:

1. It helps separate issues that should remain in the family sphere (a formal body should

exist for those discussions) from topics that have to do with the business. It helps set

boundaries between family issues and business issues, which can be difficult to define.

2. It provides an objective basis for the evaluation/assessment of children and other

family members, through the participation of outside consultants in family council

meetings. It can be difficult to remain objective when dealing with people you love.

Also, if the assessment/evaluation is seen as criticism from within the family, it loses

its usefulness. It can become destructive and can make relationships increasingly

complicated.

3. The family council is used to formulate training plans and career objectives as well as

evaluation systems, so as to keep them separate from emotional ties within the family.

Models of the “sink or swim” type are not always effective; nor is learning as you go

along or assuming automatically that “what worked for me and my parents will work

for my kids too.”

4. Devoting time and effort to planning family-related matters can be helpful, as opposed

to neglecting them in favor of dedicating more time to managing business activities.

5. The family council makes different family members accountable in a variety of ways.

It also gives those family members who do not work in the business a place where

they can participate and it allots them some specific responsibilities so they don’t feel

left out.

6. The family council provides a formal framework for family initiatives and planning,

although without the legal-commercial formalities used in the context of corporate

governing bodies (Boards of Directors, etc.).

7. This necessary formal framework should include:

 Establishing criteria and objectives.

 Planning the family council meetings.

 Preparing them well, including an agenda, and doing the appropriate

follow-up.

Especially in the beginning, an experienced external advisor can often be helpful.
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8. The family council can help the older generation organize training and career

guidance for younger family members, especially during their school years or when

they are beginning university studies.

9. The family council should also work toward:

 Building trust among its members; identifying personal problems or family

discord, in order to provide solutions and prevent future conflict.

 Establishing channels for communication and information. Promoting

dialogue and communication. Learning to work as a team.

 Guaranteeing that everyone in the family has the opportunity to have their

voices heard.

 Support for the training and orientation of young family members.

 Building a bridge between the family sphere and the business sphere.

 Passing along values from one generation to the next.

 Educating members about the family business. It is not a privilege; it is a

responsibility.

 Mediation and negotiating between different viewpoints.

 Focusing on those aspects that cement the internal union of the family.

 Promoting understanding and connection between generations.

 Ensuring the development of individual training plans for young family

members. Junior members of the family will need to go through a process

of developing their potential. This requires a safe environment/forum

where they can receive honest feedback, make decisions and make

mistakes, and analyze their successes and failures in an atmosphere of

transparency and sincerity. Even if it means making themselves

vulnerable, if there is a trusting environment they will be able to grow and

mature both personally and professionally.

 Overcoming the family tree syndrome and individualistic behavior to

create a shared, global vision of the family.

 Avoiding politicking or feeding into skewed individual perceptions of

reality by implementing a transparent information policy along with the

necessary training to ensure an adequate understanding of the information

in question.
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