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Robert Beal, chairman of the Greater Boston Real Estate Board in 1978 and 1979, is a member

of a Boston real estate dynasty. His great-grandfather, Abraham Beal, started what would

become The Beal Companies in 1888. At least one member of the Beal family has worked

there ever since, and now, a fifth generation has expanded the family’s real estate empire into

New York City.

The years have been good to the family, Robert Beal said.

“It’s been wonderful to see the city transform and grow,” he said.
“I've seen the Boston skyline transform — when I started work for
Beacon Construction Company in 1965, they were just doing Cen-
ter Plaza, one of the first new office buildings.”

Then, in 1973, Norman Leventhal, then chairman of The Beacon
Companies, and Robert Beal recommended to then-Mayor Kevin
White that he select James Rouse to transform Quincy Market and
Faneuil Hall, which allowed Boston to become “a real 24-hour city,”
Beal said.

The companies continue to make dynamic contributions to Bos-
ton’s real estate landscape. Bruce Beal coordinated Harvard Univer-
sity’s purchase of 300 acres in Allston. Though the recession took
a toll on Harvard’s construction plans, the purchase “established a
starting point for Harvard’s growth for the 21st and 22nd centuries,”
Robert Beal said.

It was a long road to the current incarnation of The Beal Compa-
nies, headquartered at 177 Milk St. Abraham, the original Beal, start-
ed the company in 1888, focusing on developing Westland Avenue in
Boston, as well as neighborhoods in Brookline and Allston/Brighton,
with the construction of multi-family housing and other properties.
He was later joined by his sons, Benjamin and Julius (Bruce and Rob-
ert’s grandfather and great-uncle), in the early 1900s.

Benjamin and Julius also embraced Abraham’s philosophy of giv-
ing back to their communities, and were very active in the construc-
tion and continued growth of Temple Ohabei Shalom on Beacon
Street in Brookline in the mid-1920s.

In the 1930s, Robert’s father, Alexander Beal, went to work for one

of the preeminent real estate appraisers in Boston. The family real
estate business was consolidated into his practice in the late 1940s.

Robert recalls fondly that when he and his brother, Bruce, sug-
gested to their father that they wanted to work in real estate, he said,
“that’s fine, but you'll have to work for someone else.”

Bruce Beal worked for two different companies, helping usher in
the first residential condominiums in Massachusetts. He joined the
family business in the 1970s. After graduating from Harvard Busi-
ness School, Robert Beal went to work for Beacon Construction,
which later became Beacon Companies. In 1976 he joined The Beal
Companies and, with his brother, transformed the firm by acquiring
and restoring a number of properties, including the companies’ cur-
rent headquarters at the Grain Exchange Building and the Custom
House Tower.

Bruce’s son and Robert’s nephew, Bruce A. Beal, Jr., represents the
fifth generation of the family, and is a partner at The Related Com-
panies in New York City, a leading real estate investment company
and a joint venture with The Beal Companies for the Clarendon
condominium/apartment building, which opened last fall.

Robert Beal said he’s seen a lot of change in the real estate busi-
ness over the past 40 years. After the recession of the early 1990s, he
said, investors and builders were “a lot more careful.”

“Then, you’d wake up every morning and it was, ‘What bank, what
developer has gone under today?’” he said. “And now, I've watched
how careful people have been. It’s the hospitals and the universities
that drive our economy now,” and on the other side of the current
recession, they’ll be fine.

And so will Boston. [ |
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VWho's The

S0SS”?

In Family Business, The Answer Can Be
The Difference Between Success And Failure

“Who's the boss?” A popular 1980s television comedy first

asked this question, and just like in the show, the answer

in many family businesses isn’t as clear as you might think.

But unlike the sitcom, the mix-ups that can ensue in real life

cannot be fixed in a laugh-filled 30 minutes.

Family members who operate businesses
together say that knowing — and agreeing
— who’ in charge of what is a key to suc-
cess, according to a 2009 study, “Family-
Preneurship: What Every Entrepreneur
Should Know before Starting a Business
with a Family Member,” commissioned
by Massachusetts Mutual Life Insurance
Co. and conducted by Harris Interactive.
Moreover, avoiding second-guessing is
critical. Without agreement on who’s the
boss, decision-making can grind to a halt

and the business can become paralyzed,
respondents said.

“It’s important so you don’t butt heads.
One of you has to make a decision, and you
have to stand by it,” said one respondent,
who co-owns a restaurant with her sister.

While formal ownership agreements,
titles and job descriptions might seem like
obvious fixes, less concrete issues are at the
heart of the matter, according to the survey.
Family business owners say trust and taking
advantage of each family member’s unique

strengths are two of the top three factors
influencing family business success. The
third is having passion for the business.

“The issue of who’s in charge of what
often sorts itself out naturally, with owners
gravitating to the areas that they like best,
but that’s not always the case,” said Beth
Wood, assistant vice president of business
market development at MassMutual, and
a former family business owner herself.
“It’s extremely important to have these
conversations openly, to identify the areas
that each owner will be responsible for,
and then to trust each other to make good
decisions.”

Clearly defining roles and responsibili-
ties can eliminate potential conflicts, she
added. For example, 56 percent of respon-
dents say they do not share a role with oth-
er employees.

But just because roles and responsibili-
ties are clear doesn’t mean that others don’t
have input into decision-making. Collabo-
ration is common, according to the survey.
Nearly three-quarters (73 percent) of re-
spondents said that key business decisions
are usually discussed between at least two
people before a decision is made. Overall,
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Continued from Page 6

inherit shares no longer feel part of the fam-
ily (do not share a familial loyalty to the com-
pany), or because shares have been obtained
by employees through stock options or other
plans. While it is possible to obtain a white pa-
per from this wider group, there are more is-
sues to resolve, and the task is therefore more
complex. In such cases, the neutrality of the
outside director can be a big benefit.

Whether a white paper consensus has been
achieved, there are numerous best governance
practices which family management and out-
side directors can utilize together.

Families may want to bifurcate economic
interest based upon activity, which is to say
family members active in the business will
hold equity interests in the business itself,
while inactive family members will hold ancil-
lary economic interests (such as ownership of
the real estate tenanted by the business). All
directors should pay particular care to estab-
lish a sense of financial equity between these
two groups, so that economic pressure does
not become a festering subject. Outside direc-
tors may prove particularly helpful emissaries
in this regard.

Some amount of social interchange also
is useful. Social events, retreats or periodic
meetings (where the formalities of director
or shareholder meetings are not observed)
can foster open communication and mutual
respect.

An independent director also can spearhead
an educational process. Particularly where all
shareholders are also members of the board of
directors, shareholders/directors can obtain
“training” with respect to the proper function-
ing of a board. Without therefore specifically
challenging the owners (by suggesting that
they are doing anything improperly), a broad
awareness of best practices in board manage-
ment can be delivered to everyone in a non-
adversarial context.

Mutual Benefits

The benefits to be derived from the disci-
pline inherent in having an outside director
also include the ultimate protection of all
directors from claims that they have violated
their fiduciary obligations. Rules of gover-
nance are controlled by the law of the state
in which a business is formed; all state laws
provide protection to all directors (not just
the outside director but also family members)
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who rely in good faith upon the advice of ex-
pert third parties. Consequently, when an out-
side director suggests the retention of experts
in the areas of, for example, compensation or
succession or leverage, family business own-
ers (including the ones who are in numerical
control of the enterprise) are sometimes best
advised not to resist. Indeed, it could prove
a useful shield for the controlling family
members.

One issue, not often recognized, is the dif-
ficulty of parsing the board’s duty of risk man-
agement oversight with the private company
setting. Boards must make sure that manage-
ment is considering how risky even funda-
mental strategic business judgments may be.
It has not been typical for a company white
paper to give blanket absolution from liabil-
ity for failure of directors to manage risk, al-
though that is not a bad idea in some cases.
A discussion in a family-dominated business
of fundamental risk might prove difficult, but
should be viewed as a true value-added and
welcomed by the business owners; it is their
equity, after all, that is at risk.

Understanding Outside
Director Liability Concerns

Theoretically, directors can be sued by lots
of people: shareholders, employees, custom-
ers, suppliers, company creditors, regula-
tors and community entities. As a practical
matter, the primary concern is the minority
shareholder.

There are a variety of defenses and protec-
tive techniques available to the outside direc-
tor, and management must be ready to deal
with the issue when it comes up.

Defenses to claims of breach of director
duty most typically derive from the law itself,
without the need to take any corporate ac-
tion. A legal principle known as the “business
judgment rule,” a common law creation now
written into most corporate statutes, provides
(absent conflict of interest or breaches of the
duties of loyalty) that a director is not liable
for any decision taken in good faith with the
reasonable belief that the action was lawful
and was in the best interest of the company.
Courts won’t second-guess business decisions
made by directors in good faith.

But outside directors nonetheless are likely
to ask for further shields from individual li-
ability, should they fail to meet their standard
of care. Some states permit a company char-
ter to absolve directors of personal liability
for failing to meet the duty of care, provided
there is no personal benefit achieved by the

director. Business entities also can indemnify
and defend directors from any claim that they
breached their duty, including paying for a de-
fense attorney even before the matter is finally
resolved. These protections may be contained
in by-laws, or reflected in a separate written
agreement. The outside director may ask for
such protections; management should consult
company counsel in this regard.

Finally, it is appropriate (and becoming in-
creasingly common in private companies) for
an outside director to demand directors and
officers liability insurance (so-called “D&O
coverage”) to insure against claims for breach
of duty. D&O policies are not expensive for
private companies, but management should
obtain expert advice before undertaking any
policy, as there are many different kinds of
coverages.

Conclusion

Family businesses can benefit greatly from
outside assistance. The most intimate and
committed assistance can come from the inclu-
sion of an outside director as a full member of
the board. Serving on the board of a family-
controlled company also can provide substan-
tial gratification to the outside director. Legal
issues are not overwhelming. Well-managed
family businesses will do well to consider the
intimate involvement of one or more outside
directors as part of their governance regime.

Who’s the Boss?

Continued from Page 13
68 percent of respondents said their de-
cision-making process is effective.

Not all family businesses find commu-
nication to be so easy, however. Respon-
dents who said their businesses suffered
from ineffective decision-making said
the top reasons were stalemates between
partners, overly emotional debates, and a
lack of decision-making speed.

The findings should be a wake-up call
to family business owners or those who
are thinking of opening a business with
family,” said Wood. “To help the business
succeed, you have to put aside any ter-
ritorial disputes and make decisions that
are in the best interests of the company,”
she said. “Sometimes, it helps to have an
outside expert’s perspective, such as that
of a Certified Family Business Specialist
or a financial professional who has been
trained in the unique issues and dynamics

of family businesses.” |
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