Passing the

torch

to next generation

Succession planning goes beyond management change to
picking someone passionate about growing the company

FOR many entre-

such owners, one of

the most important matters they need to

sortout eventually is handing the reins of
the business to a chosen successor.

In the Asian cultre, it is a norm

for entrepreneurs to pass on the

Fung says succession planning

should take into account interests of
management and shareholders

management of the business to their chil-
dren. However, there have been instances
where key staff members, whose track
records exceed expectations, assume
control of[he business.
However, this process is often not

a simplo and stralght forward matter
Like the handing over of the crown and
sceptre in monarchies, this passing of the
baton can be riddled with disputes and
jealousy.
Succession planning, as it is widely
known among the business community,
is a practice where a company undergoes
the process of not only identifying the
successor, but also preparing the organ-
isation and its team to manage the shift
in management styles.

Not on the agenda
Accordingtothe recent Pricewaterhouse-
Coopers (PwC) Family Business Survey
2016 (The Malaysian Chapter), 31%of the
48 family businesses surveyed have no
succession plan in place. Oniy 15% have a
robust, documented and communicated
succession plan.
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BUILDING 2 business involves years and
years of hard work. Thus, any business
owner would want to see his venture
continue to grow and make profits even
after he ceases to be involved in .

Fortner Consulting Sdn Bhd managing
director Nancy Fortner suggests that busi-
ness owners consider the following steps
when crafting a succession plan.

know their interests, strengths and areas
for development. I they are interested in
the company, do you see a role that would
be good for them to fit into based on your
evaluation of their potential? How can you
support their development with job assign-
ments and development opportunities?

they take on. e them
waning  job that matehes thei skills,
and in which they can excel,” says Fung,
adding some successors may feel the
shoes they have to fill are too large.

Step3: Lookil
own stal

your

Step 1:Identify for
your company

Where do you see yourself as an organisa-
tion in five to 10 years? What organisation
design is needed to make that happen?
What skills are needed at each level/
position?

Step2:Identify family's goz
You've seenyour children grow up, and you

to suicceed you? Based on your evaluation
of the future role in step 1, what skills do
they need to develop in order to be suc-
cessful? Remember to speak with therm to
establish an interest.

Often we pick a successor for a
position and fail to ask the individual if
he is interested in the job. AS with step 2,

the family business.

'y

cause family disharmony which no one
nts.

“In other scenarios where there s an

interest to participate in the business,

there may be family conflict in play on

who should take over the position and

should not be the only factor when identifying a successor to

with job assignments and
opportunities?

Step4: Contingency planning
Ifsteps 2and 3do not

and y
How can you continue to add value and
build opportunities for your successor to
‘grow without your direct management?

the company has no procedures in place
to deal with family conflict she warns.
From her experience, business

isn't restricted to the concept of a suc-
cessorbut of “rlning the et team 1o
take over the g
“This team would ideally be the next
generation of staff members which is in
place while Beh is still actively involved
in the business.
en it comes to choosing between
family or staff members for roles in the
organisation, Beh says he would choose
the person who is better suited and
passionate abouta specific business unit
while equipped with the right skill.
“This is important so that selling the
business will never arise. We are only
interested in acquisition ... unless there is
abuyer offeringusa crazy price for which
we are too stupid not to sell he says.
For Romstar Group CEO Baharom

Hamzah, his approach -
sion planning is one which began from
the day he started

Beh says he
looks for a

LAl

the right skills

‘Anak boss’ works his way up
“My son (Romstar general manager
Adam Harith Baharom) has been with
me from day one when he started outas
afield technician,” he recalls.

Baharom believes it is important to
‘groom the successor to know more than

dally questioned his father's actions, it~ Sdn Bhd deputy managing director June

1l Choo the i of

i succession planning as her family busi-

qualyssues ness was passed to her and her brother
‘Having been a field technician 15 years ago.

myself I “ intwh ed the com-

cheat me on any particular job”’

lam plays an active role in
business development and sales gen-
eration. Mistakes do happen and Adam
insists on learning from them and never

“Iam 59 years old and it is crucial to

s one where you haveto be constanty
takes

groom ithin the next five
years.

“My successor needs to have the
human touch beyond interpersonal
relationships, itis about having charisma
and knowing when to get angry as you
can'tbe MrNice Guy’n business”

successor needs to earn N

i atbeiens s TistantA
his calculations for a maintenance job
‘were not suitable for the pipeline their
cleaning pigs were deployed to. The job
did not proceed as planned and he had
tobear the rage ofhis client, “Our client’s
management was furious but I've learnt

enTj
pany, Iknew I had to think about the next
person after me who will be heading the
business”

r approach was to introduce her
children to the business from
young age in a fun manner. Whenever
she travelled for work, be it for client
meetings or product training, she would
bring her children along and expose
them to different scenarios,

‘The ideawas not so much to get them
interested in the business but to familiar-
ise them with the business environment
and people involved.

‘Though there is no successor in line

nghl 10 the position as i
ensure the company's structure fanot
Do !

ownersin their 40s begin
succession planning and focusing on
‘making it happen in their 50s. Such
a move usually coincides with their
children going to university and the
realisation they may not wish to join the
company.

e PwC report says 38% of Malaysian
family business respondents say they will
retain ownership within the family and
bring In professionals to manage the

business. This highlights how family busi-
nesses realise the importance of clearly
defining the lines between management
and ownershi

Adam says the label anak boss
(employer's son) s one that rarely leaves
the mindset of others. “Certain people
will hold on to that assumption and
create aline which divides us. However,
Icannot control how they think.

“I do work well with the people
around me as I started out with them. It
is important to maintain good rapport
with others,” he adds.

Adam quit his studies to join the
family business at the request
of his father as the company
needed to send technicians
for ‘Though he

more and more family
businesses are professionalising their
family business by bringing in profes-
sional managers to operate and manage
the business, while the family members
remain as shareholders/owners and pro-
vide strategic direction to the business,”
Fung notes.

Asthe number of family shareholders
grow, the introduction of corporate and
family governance can help to draw the
line between what is family and what is

usiness.

Fung explains a family business can
benefit from the wisdom and experience
of independent professional managers,
thus allowing the family shareholders to
focus on dealing with exceptional issues
and developing clear strategic plans for
future generations.

First-hand enperlence
BP Healthcare Group fou

T
chairman Datuk Beh Chun Chuan tells
FocusM there is no business ccmmunv

need to look externally and pick someone
‘who can be your potential replacement.

how can you support their

yourownrolein

‘as compared to what you are showing
now? What do you need to change about
yourself to make sure the business can
succeed with your successor?

Tmustbe
blind or an invalid leader for not being
able to geta qualified successor!

“I believe there are always better
and smarter people around me and this
includes my four ehildren and many
senior managers, quips B

Succession planing, in s books,

When asked about managing work-re-

lated conflict with his father, Adam says
issues and disagreements are usually
thrashed out at work and would rarely
‘make their way home.

‘Touching on the topic of ownership,
Baharom says he will still continue to
be the main shareholder even after his
retirement.“My strategy is once et go, I
‘will continue monitoring my successor’s

at n Sebas-
{ian Ongis working with the company in
amarketing role.

“I have been lucky that my son is
helping me out. We give him a free hand
when it comes to marketing and promo-
tion activities which could ultimately
increase sales.

Making changes
“Though his ideas may be new to us, we

have t0 let him try as my grandfather
Choo Boon Hock and father Choo Boo

progr year.Ifhe or

ehe i not performing Thave to take

back control and run it myself? he
explains.

Hong Yang oo Pharma TYT

e

Choo says she will give opportunities to her successor to grow

anoppor-
tunity to grow in our own ways. I must do
the same for him,” she explains.

‘That said, Choo is no stranger to
change as she herself brought change to
the company which was in the traditional
Chinese medicine trade.

Some of the changes she made are
introducing IT systems to its supply
chain, changing the brand’s logo, and
streamliningits distribution model.

“When I first started, our previous
logo was not TYT but one which bore the
face of my grandfather. I knew we needed
asymbol which consumers could relate
to faster.

“I sought my grandfather's permis-
sion to change the logo and he consented
ashe s open to change” she recalls.

She advises business owners who
are in a similar position to always seek
permission from the previous generation
and inform them of any changes to the
family business. This s done to maintain
harmony and as a sign of respect to the
elders.

Moving forward, Choo hopes her
successor would be able to grow the TYT
brand abroad and enter new markets.

Itis imperative that business owners
understand their successor may not have
enough experience yet to run a business.

However, they must be willing to
draw a clear line between expectations
and performance while being there to
guide them towards leadingthe company
eventually. zzm



