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Family involvement in
the business is deeper
in India than in the West
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Emotional balance
between family members
is key to business success
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Patriarchs are becoming

increasingly democratic
in their decision-making
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The younger generation

sees the business as a
professional entity
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Willing to change: Since this BT cover dated
January 7,1998, Indian family businesses have
‘moved from survival issues to putting in place
~ governance systems

Family businesses in
India are evolving
unique models that
blend rigid rules with
Hexibility. By £.KUMAR SHARMA

appy families are all alike,
wrote Leo Tolstoy in Anna
Karenina, (but) every un-
happy family is unhappy in
its own way. Indian family busi-
nesses, however, have turned this
sentiment on its head: the success-
ful families often follow dissimilar
models, while the reasons for dis-
sent within those that have faced

internal schisms are often the same.

One feature, however, unites them all - they are
more conscious now of the survival challenges
such families face. They have been thinking seriously
about issues relating to governance and succession.
“There is a global statistic that hits you in the face,”
says Puneet Dalmia, Managing Director of Dalmia Cements.
“Whenever there is a generational shift in a family business, the
chances are more than 50 per cent it will not survive in the
same way or form.”

“There is a lot of self-discovery happening.” adds Kavil
Ramachandran, Thomas Schmidheiny Professor of Family
Business at the Indian School of Business, Hyderabad. “Our
business families are in the process of evolving their own
models.”

Taking a cue from the West, quite a few successful Indian
business families have formulated family constitutions to guide
their actions. Four of the five featured here —the GV Group, the
Emami Group, the Dalmias and skF —have done so. But others,
equally successful, oppose such constitutions, believing regular
dialogue between family members involved in the business is
far more crucial. They swear by family council meetings and
regular family lunches to ensure smooth functioning.

Some believe family members should not interfere in the
business at all for it to prosper. Others are equally vehement that
a 'hands off’ policy is suicidal. But some kind of policy has to be
in place. “Issues in any family business are universal. One s well
advised to have a policy before the need arises,” says John L.
Ward, consultant to leading businesses in India.

With a patriarch or malik—whom everyone must defer to
_ at the head of many family businesses in India, conflicts can
tale on peculiar cultural hues. But the patriarch too is chang-
ing. having realised that keeping the family together is as
important as growing the business.
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More on family businesses at J
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generational shift in a family business, chances are more than 50 per cent that the busi-
ness will not survive in the same way or form. In the third generation, this probability
increases to 90 per cent.”

To understand the subject better, Dalmia signed up for a six-week course at the
International Institute for Management Development in Switzerland. Later, in 2006/07,
all Dalmia family members took a three-day course on family businesses at the Indian
School of Business, Hyderabad. Today, the Dalmias have in place both a family council
and a written constitution. “Anything verbal is subject to memory lapses and to misin-
terpretation, whereas what is written down brings everybody on the same page." says
Dalmia. He takes very seriously what John L. Ward, the family business guru, once told
him: “Have a policy in place before the need for it arises.”

Dalmia feels the Indian family structure — particularly the joint family —is a huge
emotional and social asset. The family tries to leverage this. Four key family council
members (Puneet, his father, Y.H. Dalmia, uncle J.H. Dalmia and cousin Gautam Dalmia)
hold meetings every Tuesday afternoon.

Why do families break up? “It happens when people start becoming, bigger than the
institution. Selfish motives become more important,” says Dalmia. ~ E. KUMAR SHARMA
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KEY MEASURES IN PLACE:
Family council
formed, constitution
drawn up
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GOAL:

Ensure family role on
all fronts: in people
welfare, risk taking
and capital allocation
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MANTRA FOR SUCCESS:

Increase tolerance,
listen closely to others
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