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Marriage not only provides new genetic variationfeomilies -- remember the disastrous
consequences of intra-family marriages within rdyas -- but it also provides cultural variation
within families. Spouses bring different historidgferent family legacies, different values and
experiences and often different religious backgdsunto the extended family.

While many families choose to exclude spouses framily Council meetings based on the
concept of keeping the family business issues apeivand not disclosing sensitive financial
information, the real issue, in my experience isutemotional control.

Some families embrace spouses and enjoy the nespgxives brought to the extended family.
Other families fear that spouses will be diffictatcontrol and will disrupt the stable patternshwit
which the family is comfortable.

These differences of "emotional” variation, of cgaican either strengthen and broaden the
extended family, or can create tension and disageaéwithin the family. For example, spouses
may have very different understandings of the matidir'fairness” compared with the siblings from
within the business-owning family; and furthermosile the siblings come from one family
sharing common experiences, the spouses reprdsanative perspectives from multiple family
traditions.

Such differences may lead to conflict if the extshdamily (including the spouses) cannot reach a
common understanding of critical values, such medas. Such differences may also lay the
ground work for an expanded approach to sensisisees that provides a new foundation to move
forward. These differences of cultural and emdlosariation often come into play in the context
of an alcoholic family. For example, in severaligttons in my consulting role, the business-
owning family suffered the ill effects of an alcdicgparent and the resulting issues of dealing with
poor conflict resolution and enabling alcoholicaependency. The spouses, on the other hand,
building upon their own experiences in non-alcah&imilies, provided sensitivity and approaches
that helped the primary family find healthier wayslealing with conflict. The spouses, in these
situations were critical to a positive outcometfoz family.

Given both the positive and potentially negativ@att of including the spouses in Family Council
meetings, let's explore your options and the dfieétypes of issues you might be addressing. (Of
course, if there is an impending divorce then spsshould not be included in these meetings
without very serious discussion of the legal ragaifions of their involvement.)

(Continued on the next page)



Family | ssues:

Spouses should be included in Family Council megstatealing with family events and family
relationships.

1. Family holidays, celebrations and vacations stMamilies-in-business have strong
extended families compared with non-business fasith America. The business-owning
family has holidays, vacations, and often busimessbrations (such as the annual company
party) where spouses are expected to attend.théste family events often have to be
balanced with the spouses' commitments and desitgs with his or her own family of
origin. Families should discuss these issues asupagnd be sensitive to the spouses’ own
needs.

2. Balancing work and family - Another common fams#sue concerns the balance of work
and family. With dual income families and careesisges, balancing the demands of those
employed in the family business with those to one/a spouse and children is often
complicated. Pressure from family members workoggther in the business often collides
with the demands and needs from home.

Business | ssues:

Spouses should be included in Family Council megstthat have a direct impact on the
employment of family members.

For families-in-business, family issues interseatly with the business itself either through the
employment of family members, the employment ofusgs or the employment of the children of
family members.

1. Family Employment Guidelines - All families-inssiness should develop specific guidelines
for the employment of family members. These gurdsishould apply uniformly to all family
members - both immediate family, spouses, and @nldSince these guidelines have an impact
on the entire extended family, the spouses shauldduded in the discussion and writing of
these guidelines and the creation of a Family Epdiion Plan.

2. Spouses employed in the family business - Famditen debate the pros and cons of
employing spouses in the business. There is ne Giuthumb". | have seen disastrous
consequences when incompetent spouses are emptoyelden favoritism is given to a
spouse. But | have also seen fantastic results wigncompetent and committed spouses have
contributed to and built the success of the businéssues related to spousal employment
should be discussed openly within the family.

3. Family Compensation - Often in first generatiamily businesses, compensation is set
"secretively" and at the discretion of the primsimareholder - usually the entrepreneurial
founder of the business. However, | recommendftmatlies use objective standards for
compensation based on outside consulting reviewpmparative compensation guidelines
from the industry. When based on objective stargjapouses should be included in the
discussion to understand the basis for compensega®ived - since this issue -- more than
most other issues - often drives inter-family cafivhen it is perceived as unfair.



Ownership Issues:

Unless they have been legally designated to repr@sshareholder, spouses should not be
included in Shareholder meetings. However, sponsed to understand shareholder policies,
issues or decisions that will affect the familyeféfore education on shareholder issues that
impact spouses should be included in Family Couneiétings.

1. Marital agreements - Many families encouragesvan require, that family members enter
into "pre-nuptial” agreements prior to marriagespécially for first marriages of young
adults, the process of "pre-nups" may undermirevény fabric of an otherwise beautiful
wedding experience. Families should include spotsé® in some general educational
sessions about the rationale for pre-nups and maleethat there is plenty of time to go
through the process -- both so that the agreenaeatsot signed under duress (and thereby
easy to challenge) and also so that they do netfere with the wedding plans and
ceremony itself. Some attorneys question if pretialgpare even necessary. For an
example, see the selection from Henry Krasnowanteoook by clicking here.

2. Estate planning - Education about the genetar@af estate planning is important for all
members of the family, including the spouses. Batarspecifically, the estate plan of the
senior generation has an impact on the financidltax issues facing the inheritors or
recipients of gifts and their children. Spousesdneeunderstand these issues in order to
make their own financial plans and develop thein@state plans.

Conclusion:

Open communication and educational events can suapd nurture extended families. Including
spouses in the conversations at Family Council imgebften leads to positive results and
overcomes the miscommunication of hearing secomd-haout critical issues facing the family

and the business. Except where there is an impgrmivorce, | encourage my clients to include
spouses in Family Council meetings. | have lisegesal of the most common areas where spouses
can both contribute to and learn from these facoiyversations.
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"Should our spouses participate in our Family Cduneetings?"”

| am often asked this question as | begin a newwting relationship with a family. And the
answer is, "Well, it depends!”

Here are some general "rules of thumb."
YES:

1. Spouses should be included in educational kabalincil meetings to broaden their
understanding of the business and the interacfitimedfamily with the business



NO:

=

Spouses should be included in family converaatthat have a direct impact on the spouse
or their children in the next generation.

If there is an impending divorce, the divorcgppuse should not be included in meetings.
Sometimes there is confusion about the diffexermmong Family Council meetings, Board
meetings and Shareholder meetings. Spouses wimbasbareholders or Board members
should not be included in Shareholder or Board mget However, some family firms do
allow spouses to be elected as directors or beiatggloto represent a branch of the family
at Board and/or Shareholder meetings.

In some cases, there is so much conflict betwe@among spouses that it is prudent to start
without spouses and later ease into full spousaicgzation.

For a more detailed discussion of the issue of sp@and the family business, please click here for
the complete article.

Topics covered in the complete article include:

Family holidays and events
Life-work balance
Employment guidelines
Spousal employment
Family compensation
Pre-nuptial agreements
Estate planning

Ultimately each family is uniqgue and must make siecis about how spouses will be included in
critical family conversations. In general, | bekeiv is healthier to invite spouses to particigate
Family Council meetings.
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