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Synopsis

Family owned business is crucial to the Thai
economy. It is account for more than 70% of
the economy. What is the secret of man-
aging a successful and sustainable family
owned business? Khun Phansak Sethsathira,
Partners and Leader of Deloitte Private Thai-
land will share with us.

Dr.Wit | FYI by Deloitte today, we will

talk about ‘Family Business'. Did you ever
wonder about wealthy people, super rich
families with many family members, how
do their manage their business? Today, | am
with Khun Phansak Sethsathira, Leader of
Deloitte Private Thailand to discuss about
‘Family Business'. Let me ask you this Khun
Phansak, does a family really needs family
rules?

Phansak | We have our a service called
“Family Enterprise Consulting”. No one
wants conflicts in their family, right? We
might say that we have no conflict in our
family. But we need to look into the future.
We have children, grandchildren. In the
future, we may have in-laws. These people

comes from different backgrounds and
have different attitudes. They do not have
the same DNA. The might see things dif-
ferently. Therefore, it is a good idea to set
some rules of what family members can do
or cannot do to avoid conflicts in the family.

Dr.Wit | There is one word | heard since |
was young. Gong si - same idea, right? Now,
what is the purpose of a family constitution?

Phansak | The main principle of having
family constitution is fairness, to allow
members of the family to live together har-
moniously without anyone taking advantage
or feeling disadvantage.

Dr.Wit | | In movies, especially Hong Kong
movies. The in-laws are considered out-
siders so they have nothing to do with the
family business. Elements like this is the
principle of the family constitution, right?
The family members, outsiders?

Phansak | We can set those rules in the
family constitution. It is like a company. In a
company, there is an organisation structure,

top management, middle management, etc.
It is the same with a family board. We can
set the same structure and rules on the
rights of family members and in-laws.

Dr.Wit | Does a family needs a family
board?

Phansak | A family can have a family board.

They can also have a family office, in the
same sense as a project management. The
roles are to support & organise family activi-
ties as well as, providing advice.

Dr.Wit | Now, each family is different. Is
there a ‘rule of thumb’ that can be apply to
every family? From Deloitte's experience,
how do we identify the rules to fit the DNA
of each family?

Phansak | First of all, we need to talk to the
main member of the family on what they
want. What is the family vision? What is the
family perspective? This is the starting point.
Then, we interview with other family mem-
bers to see what they want and blend in our
advice. Since there is no rule of thumb, it is

a tailor-made advice to fit each family.

Dr.Wit | Now, we have a family constitution
but not all family member would accept this
constitution right? As Deloitte is an outsid-
er & is hired by certain family member, so
there might be doubts from other family
members on our credibility and fairness.
How do we manage that?

Phansak | We need to let the family mem-
bers know our objectives and roles and
that we are neutral, regardless of which
family member bringing us in. Our role is a
facilitator, who always be neutral. And our
job is to listen to the needs of each of the
family member. Another common issue in
family business is next generation leaders,
a successor. We also provide advice on
the succession planning to ensure smooth
transition and lessen the conflicts between
generations.

Dr.Wit | So, as an advisor, we give recom-
mendations and talk to the family to devel-
op a suitable plan for the family.



Phansak | That is correct.

Dr.Wit | | think it is a good idea to have a
family constitution. Another important mat-
ter is wealth management. How to divide
the money for each family member? Asin a
TV series, some get 40%, another get 40%,
some person get just 15%. Dividing wealth
is a very sensitive issue. How do we manage
this?

Phansak | How you would like to manage
wealth is actually at the family 's decision.
Deloitte’s role is an advisor. addressing
points for their consideration. Assuming
there are 3 children, would the wealth be
divided equally? Why is it divided equally?
One child may have contributed to the fam-
ily business more than another while some
may not have contributed to the family
business at all. Or some may say that they
have their own interest and would like no
involvement in the family business. These
are also points to consider. Would we divide
the shares or even the inheritance to all
our children equally? What about the 3rd
generation? Some of our children may have
children. Some may not. Should the wealth
still be divided equally to each member of
the family? Or should we reserve 50% for
the family capital, another 50% to invest in
something else and distribute the dividends
to each family branch? This is something a
family need to consider.

Dr.Wit | But a family constitutions are not
legal binding, is that right?

Phansak | No it is not. But when we start
talking about the “law” or “legal” in the
family, the feeling is that you are ready for a
confrontation or a war. Family constitution
is like a framework for family members,
governing rules that tell you what you can
or cannot do to avoid conflicts, to avoid any
legal actions in the family, to avoid losing
the concept of a family, to avoid wealth
being dilute which, in the end, can weaken
the family.

Dr.Wit | What is the indicator for a good
management? Are there any criteria or KPIs
for a good family constitutions?

Phansak | There are no indicators as such.
But Deloitte has a program called Best
Managed Company or BMC. We conduct

a workshop to review your family busi-
ness, the business plan, financial stability,
management approach. Then, we do the
analysis on how your organisation is doing,
areas of improvement, etc. And if the com-
pany meet all the criteria, BMC logo will be
provided as a guarantee that your business
is “best managed"”. You can put BMC logo on
our business card or company website to
promote it as well.

Dr.Wit | Now, when there are conflicts in
the family, what is Deloitte role?

Phansak | What we can help is we act as
one members of Family board. As | said
earlier, we are neutral. Our guidance is
based on our extensive experience in Family
Enterprise Consulting.

Dr.Wit | | believe that some large business-
es may already have their family consti-
tution. Now, how big of a family that one
family should start consider having a family
constitution.

Phansak | Actually, it can be any size, large
or small.

Dr.Wit | What is “Large or small” in this
sense- Number of family members?
Wealth?

Phansak | Actually we can look at both fac-
tors. But mainly it is about number of family
members. Some families have hundreds
family members where it is getting very dif-
ficult for every member to meet, take years
sometimes. So many families include Family
Outing in their Family Constitution. It is go-
ing back to the basic concept of connecting
people in the family by having activities

together, spending time together. Issues like
this can be included in the family constitu-
tion.

Dr.Wit | As you can see, what we saw in
some movies or series are real problems in
family businesses but having a family con-
stitution can help with better management
and reduce the problems. Thank you Khun
Phansak, Leader of Deloitte Private Thailand
to share this topic with us.
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