





Honoring Your Family Business

By Edward Tarlow

family business knows there are,

just simply, no such things as

the “lazy days of summer.” In
fact, for many family businesses, it is the
busiest time of the year. So, while you toil
through the July thunderstorms and the
dog days of August, we hope you will take
some time to enjoy your family outside
of your workplace. Still, like a demand-
ing customer, the Family Business Asso-
ciation wants to draw upon your “leisure
moments” this summer and hopes you
will take the time to apply to the 2010
Family Business Association Awards for
Massachusetts.

We are currently accepting nomina-
tions and applications and will continue to
do so until August 20. So, while you dare
to dream of your summer vacation days,
albeit on a beach, on a golf course or even
in your own backyard, we ask that you en-
vision yourself with an application for the
2010 Family Business Association Awards
for Massachusetts in hand, and choose to
complete it for the following reasons:

1. Free advertisement and public
relation opportunities in print, radio
and television exist and are good for
your marketing budget. There is no
cost to apply to the 2010 Family Business
Association Awards for Massachusetts.
Our 2010 media sponsors include The
Warren Group (publisher of this maga-
zine), Entercom (WEEI, WAAE, WRKO
and 93.7 Mike FM), the Boston Business
Journal and Comcast Spotlight. For the
past year, all of our nedia sponsors have
provided free media exposure to a num-
ber of the past winners and finalists. As an
example, since March of 2010, Comcast
Spotlight alone has aired over 100 public
service announcements — each spotlight-
ing some of the past winners and final-
ists of the Family Business Association
Awards. These public service announce-
ments have aired each week on more than

40 networks (including CNBC, TNT,

ESPN, BET, the Discovery Channel and
Lifetime), reaching approximately 1.9
million viewers.

2. Telling your family’s story is im-
portant for your business ... and
your family. Since we began formally
recognizing family businesses for their
accomplishments in 2007, we have heard
time and again from applicants that the
most meaningful part of competing in the
program was actually taking the time to
complete the application with their fam-
ily. Applying to the 2010 Family Business
Association Awards for Massachusetts
presents the opportunity to take the time
to reminisce about the business and your
family’s legacy. Completing the applica-
tion lends itself to discussing your busi-
ness with family members outside of a
strictly business-only context.

3. Joining our family of past winners
and finalists is a prestigious accom-
plishment. The 2010 Family Business
Association Awards for Massachusetts is
the only non-profit, independent, state-
wide awards program being held to honor
the most successfully run and managed
family businesses in Massachusetts. Our
winners acquire a unique distinction as
one of the premier, innovative and suc-
cessful businesses throughout the Mas-
sachusetts business community, as well as
the ability to use the 2010 Family Busi-
ness Association Awards logos on their
websites and marketing materials.

4. Philanthropy deserves special
recognition - $1,000 to your favor-
ite charity. No matter how big or small,
philanthropic initiatives that serve our
local communities deserve formal recog-
nition, and so do the people behind the
scenes that make them happen! The Fam-
ily Business Association confers the Com-
munity Excellence Award to one fam-
ily business from our pool of applicants
which exhibits philanthropic excellence.

Continued on Page 11
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The Family Business Association, Inc. (FBA), an independent, non-profit organiza-
tion established to honor the achievements of family businesses in Massachusetts, is
hosting its annual state-wide awards program on October 21,2010 at the Royal Sones-
ta Hotel in Cambridge. As the only independent state-wide awards program, the 2010
Family Business Awards for Massachusetts will recognize excellence in and celebrate
the success of Massachusetts family businesses. Five finalists in each of four catego-
ries as well as one company excelling in community involvement and one that has suc-
cessfully overcome an adverse situation will be honored. While three of the four award
categories represent multi-generational family businesses based upon size, this year,
a new category has been added to recognize a first-generation family business. Visit

www.massfamilybusiness.com/enter.htm for more information.

From a most impressive list of applicants and finalists, winners of the past three

years are:

2009: Consigli Construction Co., Inc., Anton’s Cleaners, George Washington
Toma TV and Appliance. Adversity Award: Catania-Spagna Corporation;
Community Excellence Award: Lafrance Hospitality

2008: Bernie & Phyl’s Furniture, Lupoli Companies, Camp Thoreau, Inc.
2007: New England Coffee, Avedis Zildjian, Co., Crescent Ridge Dairy, Inc.

The Family Business Awards of Massachusetts are made possible by our sponsors
that are experienced in and committed to serving the unique needs of family busi-

nesses and their owners.
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Family businesses often
Sometimes the expertise

Dealing With Outside
Directors In Family

rely on outside expertise.
is provided by consultants,

lawyers or accountants. Sometimes, advisory boards.

But many successful

family-owned businesses have

asked independent directors to formally join the board,

undertaking an active and

intimate role and sharing

the rewards (and risks) of directorship.

How can a family-owned business make
best use of an outside director, someone who
has willingly undertaken such a significant
role? What can the family-owned business
learn from current directorship practices in
public companies?

Public Director Turmoil

Today’s business press is full of articles
concerning the perils of public directorship.
Aside from risking litigation from angered
shareholders because of overcompensation,
or sale of the company at an inadequate price,
directors are called upon to fulfill particular
roles in public companies. Among these are
meeting the challenge of enterprise risk;
making sure that the board contains people
with the right skill sets to meet corporate
needs; controlling compensation; creating
shareholding democracy; and preventing
violations of law.

The duties of outside directors (and of
family members who are themselves direc-
tors) are legally the same in both public and
private companies: all directors owe the duty
of exercising due care, the duty of loyalty (not
acting for self-interest), and the duty to act
with utmost good faith. Since family-owned
businesses can benefit from the expertise,
perspective and experience of outside direc-
tors, what is the best way for a family busi-
ness to get the most benefit? The answer
often depends on the company structure.

Sole Shareholders
Take a simple case: the CEO of a company
is also the sole shareholder. An outside direc-

tor, therefore, will function more like an ad-
visor than a true director. The outside direc-
tor likely has been brought into the company
to provide a particular expertise, or to act as
a sounding board. Since outside directors
generally have to deal with making sure that
controlling family members do not breach
their fiduciary duty to minority sharehold-
ers, and since in this instance there are no
minority shareholders, in a way the outside
director is free from a lot of the politics of a
more complex situation.

In this instance, the CEO/shareholder
should actively urge the outside director to
speak his or her own mind. No family ten-
sions will be heightened, no interpersonal
balancing will be involved. Board meetings
are likely to be informal, perhaps not even
officially “convened.” In this circumstance,
perhaps a simple, non-binding “contract”
can be reached between the CEO and the
outside director, more in the nature of es-
tablishing communication ground rules: for
example, “we will meet every two months for
three hours, over dinner; I will send you an
agenda of things I wish to discuss and resolve,
you will send to me a list of things that you
wish to discuss; we will identify information
about the company which will be automati-
cally and periodically sent by the company
to you.” Perhaps, the outside director will
be compensated for a fixed term whether
or not the CEQ in the interim fires him, so
that the implicit financial control exercised
by a single “boss” over a single subordinate
is taken off the table to the maximum extent
possible.

STEPHEN M. HONIG IS A PARTNER IN THE LAW FIRM OF DUANE MORRIS LLP.
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Multiple Shareholders

By definition, most “family businesses”
involve multiple family shareholders and,
virtually inevitably, one or more persons (or
group of persons) are in a minority position.
In such a circumstance, how can a family
make best use of the outside director, and
also convince the director that he is not be-
ing “set up” to be either the hatchet man for
the majority or the strident voice on behalf
of the minority?

The outside director may well approach
the family and suggest the preparation of a
written statement or “white paper.” If not,
then it is wise for the family to itself under-
take this task of its own volition. Preparing
a white paper, which lays down the ground
rules for certain aspects of governance of the
family company, is the principal recommen-
dation of the National Association of Corpo-
rate Directors in its handbook entitled, “The
Board of Directors in the Family-Owned
Business.”

Sometimes, white papers can be legally
binding, or just general expressions of direc-
tion and viewpoint. Regardless, the goal of
the white paper is to establish the ground
rules for certain fundamentals: job descrip-
tions and reports; salaries, dividends and dis-
tributions; and the direction of the business
(growth, growth without leverage, strategic
positioning against competition, growth by
acquisition, becoming an acquisition target).
Such a white paper also may address the role
of future generations, often a highly volatile
topic.

Drafting the outside director into facilitat-
ing the preparation of the white paper itself,
smoothing over communication, acting as a
mediator of sorts, can be highly effective. In-
deed, perhaps the highest and best use of the
newly-appointed outside director in the fam-
ily business is to facilitate the clarification of
goals and roles.

Obtaining a white paper may be more
complicated if some minority shareholders
are not members of the family. This may
arise because subsequent generations who

Continued on Page 14

BY EARL WATSON

'For'Choosing.A Trust Advisor

Picking someone to be responsible for
your assets is, and should be, a weighty deci-
sion. In choosing a trustee or trust advisor,
you’re delegating responsibility for the suc-
cessful achievement of your estate planning
goals and objectives — and perhaps those
of your entire family as well. A good plan
with the wrong trustee is as bad, and maybe
worse, than not planning at all.

Keep in mind the old adage: “the

M right tool for the right job.” Give
careful consideration to the specifics of your
estate plan and the property to be managed
by the trustee you select. Is there any special

knowledge or skill that your trustee should
have (such as real estate or international
experience)? Do you need a trustee who is
familiar with your family and any special
needs, such as a child’s chronic health issue,
or a grandchild’s learning disability?

Next, think about how long you

M expect the trustee to serve. If plan-

ning spans multiple generations, the conti-

nuity of trustees and advisors can be criti-

cally important. This is especially so if the

trustee will be making decisions that involve
a family business or a medical needs trusts.

You may be inclined to choose a
B trustee who is also a trusted friend,

but having a close, personal relationship with
your family should not be the deciding factor.
Often, there are other, more important, con-
siderations, such as professional experience
or the resources available to the trustee.

The more comprehensive, com-

M plex or sophisticated estate plans

are often served best by trustees who are also

professionals practicing in banking, account-

ing, law, financial planning or investment
management.

Finally, the fee your professional

B trustee charges sends a clear mes-

sage you should not ignore. As with most
things in life, you get what you pay for! W

EARL WATSON IS PRESIDENT OF NORTH AMERICAN MANAGEMENT TRUST.
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Northwestern Mutual announces a

total dividend payout of $4.6 billion.

What makes this possible?

As a mutual company with more than 150 years of experience, we're completely committed to delivering financial security to our clients and
policyowners. It’s with their interests in mind that we work hard to minimize operating expenses and maximize investment returns.

David C. McAvoy, CLU®
Managing Partner

The Boston Group

One Beacon Street, 25th Floor
Boston, MA 02108

(617) 742-6200

nmfn-thebostongroup.com

Northwestern Mutual
insurance / investments / ideas”

05-2760 ©2009 The Northwestern Mutual Life Insurance Company, Milwaukee, WI (NM). David McAvoy is a General Agent of NM. Registered Representative of Northwestern Mutual Investment Services,
LLC, a wholly-owned company of NM, broker-dealer and member FINRA and SIPC. NM and The Boston Group are not broker-dealers. The dividend scale and the underlying interest rates are reviewed annually and
are subject to change. Future dividends are not guaranteed, although Northwestern Mutual has paid a dividend every year since 1872. 9029-067




OVER A CENTURY

AND FOUR GENERATIONS,

the family-owned Cavicchio =

Greenhouses, seen here

from abovejigrew from 5_6 L,

acres to 200. =

AERIAL PHOTO COURTESY-
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success in bloom

A Century Of Annuals Means
Perennial Prosperity
For Cavicchio Greenhouses

by Jan B. Wuwphy

For 100 years, Cavicchio Greenhouses in Sudbury has grown
some combination of fruits, vegetables, and flowers as a

family farm. Across that century the business has also been
happy to constantly grow into new areas, and expand its
family to include the many long-time employees who have
been so integral to the farm’s success.

.....................................

“For us, our growth has always been in
the good people we have here, and capi-
talizing on those good people,” said Paul
Cavicchio Jr., the farm’s 64-year-old, third-
generation owner. “It is like a family; we all
grew up together. So as a business now, for
where it is, it’s all about the people that we
hired that have allowed us to grow to where
we are today.”

Today Cavicchio Greenhouses, Inc. is a
major regional supplier of flowers, nursery
plants and landscaping materials. The farm
is on 200 acres in southern Sudbury, and has
around 300 employees working the land and
delivering goods across New England.

When it started, it was a 56-acre parcel
that was purchased by a family of Italian
immigrants in 1910. Giuseppe and Civita
Cavicchio came to Massachusetts to work
the land with their seven children, grow-
ing fresh fruit and vegetables. Their larg-

.....................................

est crop was apples; they had an expansive
orchard on the property. The family would
cart their produce into Boston and sell it at
Quincy Market.

The Cavicchio family is credited with
saving Sudbury’s agricultural standing. In
1937 famed industrialist Henry Ford tried
to buy the family’s acreage, offering as
much as 13 times the value, or more than
$300,000. Giuseppe Cavicchio repeatedly
turned down Ford.

That decision became even more difficult
when a major hurricane blew through New
England in 1938, with recorded gusts up
to 186 miles per hour, destroying the fam-
ily’s apple orchard. Instead of selling out to
Ford, the family turned all their attention
to vegetables.

“My family wanted to farm,” Cavicchio
said. “They didn’t want to give up any piece
of it. When I was at a historical meeting [in

Sudbury] last Sunday, they were all thanking
us. They were all so happy that this wasn’t
an industrial town.”

Guiseppe’s three sons — including Cavic-
chio’s father Paul Sr. — took over the farm in
the 1940s and ran it together as the “Cavic-
chio Brothers Farm” into the next decade.
Once the brothers started having families,
they split the businesses into three parts, but
commonly owned all the land.

“It’s All ’'ve Ever Done”

Cavicchio said he first drove a tractor on
his father’s farm at age 6. He started work-
ing steadily at age 8, and worked nearly
full time through high school. In the early
1950s, his father built two tiny greenhouses
to start growing flowers over the winter, one
of the first local farms to do so.

“It was a much smaller company back
then,” Cavicchio said. “When we started
transitioning from vegetables into flowers
out in the fields, it was a gradual growth.
Our products started to get broader, and
broader, and then our customers got broad-
er and broader. We started taking on a few
garden centers, and our biggest customer
was Spag’s.”

Cavicchio said it was his mother, Louise,
who got Anthony “Spag” Borgatti to sign on
as their biggest customer.

“She had a little pickup truck that she
filled with stuff, and she brought it around to
different places showing them the product,”
he said. “She happened to stop off at Spag’s
[in Shrewsbury] with her little pickup truck,
displaying our goods, and he bought the
whole truckload, and said ‘bring me more
trucks!” Because of the way he sold things —
so cheap — our business really took off.”

Cavicchio took a brief hiatus away from
the farm in the early 70s, trying his hand at
carpentry, commercial fishing, and driving
trucks. His heart, however, was always back
on the family farm.

“It’s all I've ever done, is farm,” he said. “I
just assumed I’d be here. Once I came back,
I was really focused on growing the farm.
I've had ideas of what I wanted to do with it
since I was young. It was nice that my father
was allowing that to happen, too. And slowly

we grew.”
Continued on Page 10

NICOLA CAVICCHIO, 32, runs the CURRENT OWNER PAUL
greenhouses’ holiday programs. CAVICCHIO JR., 64, with his
mother Louise, 93.

fourth generation to work.the
family farm in Sudbury, Mass.

PHOTOS BY IAN MURPHY




A Family’s
Green Thumb
Continued from Page 9

From Vegetables To Flowers

Through the late 1970s and 1980s, Cav-
icchio Greenhoues grew fewer and fewer
vegetables and more and more flowers and
plants. Cavicchio credits a couple of truck
drivers with turning his business into what
it is today. The first, Tom Cottens, was hired
on in 1981 to deliver their products to cus-
tomers. He had worked at a nursery before,
and talked Cavicchio into getting into pot-
ted plants like hardy chrysanthemums. The
farm started small; they grew 5,000 the first
year, and Cavicchio said they threw out half
the product.

But Cottens went out the next year and
started to sell the products to the garden cen-
ters, and bring back ideas for other products
to grow in the greenhouses.

“He’s the one that has taken the green-
house business and the field business to the
level where it is today,” Cavicchio said.

By the mid-90s, the farm no longer had
any vegetables growing, and business began
to boom as Cavicchio’s flowers were sold in
supermarkets like Demoulas/Market Basket,
Stop and Shop, and Star Market.

“It was mostly word of mouth: the chain
stores saw our stuff, and they wanted it,” he
said. “They saw our stuff out at the garden
centers, and they came to us looking for us to
supply their stores.”

Cavicchio’s landscaping supply business
grew in exactly the same way.

“We had a truck driver that worked for us,
Darren Young, and he had a great personal-
ity,” Cavicchio said. “We took him off the
trucks, and we put him in a front-end loader
to sell bark mulch and loam to the landscap-
ers. He developed that landscape business to
what it is today, where we’re selling stone,
we're selling fertilizers, trees and shrubs, all
the things that a landscaper would need to
plant a building or a yard.”

“Our customers went from garden centers
and Spag’s, to landscapers and contractors,
municipalities, golf courses, supermarkets,
and box stores like Home Depot.”

Cavicchio said he recognized that Young
could build that business and let him run with
it. It was something his father used to do as
well; Cavicchio Greenhouse’s general man-
ager, Joe Luna, has worked on the farm for
58 years, and was one of Paul Sr’s first em-
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Pictured from left, Tom Cottens, Cavicchio and Darren Young. Cottens and
Young were instrumental in transitioning the farm away from vegetables
and towards flowers and landscaping materials.

ployees. Cavicchio knew he could put Young
in a position to succeed, just as his father had
with Luna.

“We recognized [Young’s] potential and
allowed him to grow and gave him the tools
to grow,” he said. “Today he’s probably the
one who is the most knowledgeable in the
whole industry.”

Tough Transitions

By the late 1980s, Cavicchio had taken over
the day-to-day operations of the farm and his
mother Louise, who is now 93, managed the
books. The land was still co-owned by Paul
Sr., and his brother, Cavicchio’s uncle.

Then in 1986 his uncle died, and his father
died 12 months later. Ownership of the farm
fell to Cavicchio’s aunt and mother. Cavic-
chio began the arduous task of fairly splitting
the land so the business could continue.

“We had to divide the farm, figure out
who owned what,” Cavicchio said. “That was
a process, trying to figure out what was fair.
“They had a business on their land, and we
had our businesses, the greenhouses.”

In 2000, his aunt and cousin wanted to sell
the land, so he bought their half, and Cavic-
chio Greenhouses, Inc. blossomed.

“That whole transition from one family to
the next was really a process,” he said. “There
wasn’t very much negotiation: once we fig-
ured out what the price was, we paid it. Once
we separated that land, then we really started
to take off. We got into nursery stock, which
we’d never done before, and that brought
us a lot of new customers. The 40 acres we
bought from them, we ended up filling it in

two years; we really had a five-year plan for
filling it.”

That long process — of dividing and then
buying and reuniting the farm — taught Cav-
icchio a tough lesson; he had better prepare
for when he wanted to pass the farm along to
his two children, Nicola, 32, and Jake, 25.

“We have an advisory group to figure out
what we want,” Cavicchio said. “We want to
preserve the land as a farm, we want to keep
the business intact, and we want to see the
business keep growing. We have 300 people
here who work for us — that’s 300 people we’re
responsible for. We don’t want the company
to suffer while they’re making a decision.
Between Jake, Nicola, and someone else,
they’ll be able to keep the pieces together in
this company.”

Both Jake and Nicola work on the farm.
Jake works every day in the fields and on
the equipment, and he’s never not worked at
Cavicchio Greenhouses.

“I've just been coming here my whole life;
I've always been here,” he said. “It’s fun; I love
it. It’s a fun job. It doesn’t seem like a job at
all, really.”

Jake said that he hasn’t really thought about
running the company —he’s 25, after all — and
he has plenty of day-to-day responsibilities to
worry about. He’s got things to learn about
the farm, but he’s got the general idea from
watching his dad.

“You just have to know how the farm works,
and then hire good people to help you do it,”
he said. “I don’t think it would be a whole lot
different, you just have to make good plans.”

Nicola went to Mass. College of Art, and

worked for eight years as a landscape de-
signer in Cambridge. She took some time off
to travel and then found herself back at the
family farm.

“There were a couple of little projects to do
on the farm,” Nicola said. “I said I would do
those projects, and then those little projects
turned into bigger projects. I'm working here
part-time right now, but it will be full-time
again in the fall. I do a lot of on-design jobs
here. It’s a lot of the stuff I've done before,
but doing it for the family business. We're

President’s
Message

Continued from Page 4

In recognition of these efforts, we also
award a donation of $1,000 to this award
recipient’s charity of choice. Why, you may
ask? We just couldn’t think of a better way
to say “thank you.”

5. Recognition of triumph over ad-
versity is a powerful and motivational
tool for both your business and your
family. The Family Business Association
also recognizes one family business from
our pool of applicants which has success-
fully overcome an adverse situation in their
family business. While we recognize that
any business, never mind a family busi-
ness, faces adverse situations on a frequent
basis, we wanted to recognize those busi-
nesses which have truly triumphed in the
face of adversity. Recognizing the lengths
to which a family business goes in order to
both stay in business and remain a family
is a motivational tool which can be used to
help employees maintain a raised bar and
to motivate family members to keep a hard-
working family intact.

If you are a family business — multi-gen-
erational or first generation (a new award
will be given in 2010 for a first-generation
business) — please visit our website at mass-
familybusiness.com for details. We hope
you will apply to the 2010 Family Business
Association Awards for Massachusetts and
allow us the opportunity to recognize all
the wonderful things your family does for
each other and your community.

We wish you and your family a wonder-
ful summer, and hope you have some time
to relax, too! |

able to expand the business in that direction.
It’s evolving pretty naturally.”

As for taking over the farm, Nicola isn’t
convinced that her father will stop working
at the farm.

“I don’t know if he’s ever going to retire,”
she said. “Of course, you have to think of the
future of the farm, and where it’s going to go.
But at the same time, it’s more than just a job
for him. I don’t think he’s ever just going to
walk away and move to Florida.”

Just like Jake, and just like her father Paul

Jr., Nicola expects that the people who have
helped grow Cavicchio Greenhouses into
what it is now will help keep the farm going if
her dad ever decides to retire.

“You can’t come in one day and be a man-
ager: you have to learn from all the people
who have worked here forever,” she said.
“You have to be in it to know what’s going to
happen. That’s why I'm in it now.”

“The people are really what it’s all about,
the people you have working with you, and
being part of a team.” [ |

Caturano helps grow
a taste of Little ltaly

J. Pace and Son has been adding a personal
Italian touch to its specialty products since its
start in the historic North End in the 1960s.
While the quality has remained unchanged,
where you can find J. Pace and Son has.

As their long standing business partner,
Caturano has helped J. Pace and Son
successfully grow their family business

by providing direction on critical business
issues ... general compliance ... accounting
... tax ... obtaining and structuring finances ...
and cash flow projections for their new
flagship store.

Caturano is New England’s largest regional
full-service CPA, consulting, and wealth
management firm.

Connect with a partner: 617-241-1242
michael.ferraro @ caturano.com

caturano

www.caturano.com

ASSURANCE « BUSINESS RISK & CONTROLS ¢ TAX
MANAGEMENT & TECHNOLOGY CONSULTING ¢« WEALTH MANAGEMENT
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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. [

CASSIDY NORTON MURPHY IS ASSOCIATE EDITOR OF CUSTOM PUBLICATIONS FOR THE WARREN GROUP, PUBLISHER OF MASS. FAMILY BUSINESS.
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VWho's The Boss”

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’s 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 Brian
Trzeinski, assistant vice president of busi-
ness market development at MassMutual,
and a former family business owner her-
self. “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,

Continued on page 14
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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 Trzcinski. “To help the busi-
ness succeed, you have to put aside any
territorial disputes and make decisions
that are in the best interests of the com-
pany,” 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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