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Continuing our quarterly series on the FFI conference theme, “Mean Time: Time,
Timing, and Timelessness in Family Enterprise,” through the month of July we
4 ‘ are pleased to feature issues related to presentations that will be made in
:Gm;ern‘ing Légaﬁy: Z London-in October. Thankyou to FFI Fellow Jeremy Cheng for this week's issue,
Goingibeyond the “Governing Legacy: Going beyond the Governance Marathon.”
Governance Marathon

BY JEREMY CHENG

During an enterprising family’s conversation with an advisor, the advisor
asks, “What legacy do you want to leave behind?”

The patriarch responds, “| want my children to remain united, nurture the family business, and avoid conflicts over
wealth. We already have more than enough money for this generation and beyond.” In a separate interview, the eldest
son makes a request: ‘I don’t want to inherit his wealth. Please exclude me from the plan.

As advisors, we often encourage matriarchs and patriarchs to contemplate the meaning of legacy as they prepare for
leadership and wealth transition. When considering how to safeguard their hard-earned legacy, we sometimes
recommend establishing a family governance system. We view legacy management as a skill within the family, one
that can be strengthened through the creation of governance structures such as family constitutions, family councils,
and family offices. However, it is important to acknowledge that this legacy-governance linkage lacks both
conceptual and empirical validation.

Let’s pause and explore the term “legacy.” Interestingly, finding an exact translation of this word in Chinese proves
challenging. My academic colleagues from various parts of the world encounter the same issue. In the literature,
legacy encompasses material aspects (such as wealth and property), social elements (such as the founder’s
entrepreneurial values and their narratives of resilience), and biological connections (such as bloodlines). Through
my research, | have also identified meaningful distinctions between family legacy, family business legacy, founder’s
legacy, and entrepreneurial legacy. As advisors, we play a crucial role in helping families recognize these subtle
differences and understand how various stakeholders interpret the concept.
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“THROUGH MY RESEARCH, | HAVE ALSO IDENTIFIED MEANINGFUL
DISTINCTIONS BETWEEN FAMILY LEGACY, FAMILY BUSINESS LEGACY,
FOUNDER'’S LEGACY,AND ENTREPRENEURIAL LEGACY.AS ADVISORS, WE

PLAY A CRUCIAL ROLE IN HELPING FAMILIES RECOGNIZE THESE SUBTLE
DIFFERENCES AND UNDERSTAND HOW VARIOUS STAKEHOLDERS
INTERPRET THE CONCEPT”

From Legacy to Legacy

In the opening vignette, wealth is not the central issue. Rather, it's how the two generations perceive legacy—the
wealth, in this case—differently. While the patriarch never intended to wield wealth as a means of control, this
perception is deeply ingrained in his eldest son’s mind, shaped by decades of interactions with the patriarch.
Consequently, the son’s decision to relinquish his succession rights becomes a way to reclaim his autonomy.

The nuanced interpretation of legacy is illuminated by a robust process model of legacy co-construction, as discussed
in a recent article by Professors Miruna Radu-Lefebvre,James Davis, and William Gartner in the Family Business
Review.* According to this model, both legacy “senders” and “receivers” co-create legacy through social interactions.
Rather than being fixed, legacy remains fluid and subject to constant evolution. Advisors’ bias toward legacy “senders”
can sometimes lead to the development of governance structures that preserve the legacy as it stands, overlooking
the active role played by legacy “receivers” in co-creating a legacy that truly benefits them and enables them to live
in the plan.’

These perceptual differences in legacy are salient across generations. Legacy is intertwined with future-oriented
visions, or “anticipated futures”* Samuel Curtis Johnson ll, the retired chairman of S. C.Johnson, aptly stated, “Each
generation has the responsibility of bringing to the business their own vision for the future of the business.” This
generational vision serves as a guide for legacy development, while also allowing space for the emergence of new
visions. | once met an inspiring family entrepreneur in Bangkok who embraced the concept of “legacy-to-legacy,”
emphasizing his stewardship and commitment to supporting the evolution of legacy across generations.
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Governed Legacy and Governance Dynamic Durability

Legacy emerges through the interactions between “senders” and “receivers.” These interactions are not isolated;

rather, they are governed processes that involve negotiated power and coordinated intentionality. The concept of
‘governed legacy” establishes an invisible boundary within which receivers decode and interpret the legacy
transmitted by the senders. As the legacy evolves over time, the underlying governance system must also adapt.

In a study titled The Governance Marathon,’ sponsored by the FFl 2086 Society, my co-authors and | introduced the
concept of ‘governance dynamic durability.” This framework captures the enduring capacity of governance to navigate
change and adaptation. The essence of dynamic durability lies in maintaining an open, living, organized, and
adaptable governance system. Governance is a social practice with a technical component. The system remains alive
and open due to the underlying governing practices, while the technical component defines essential organizational
boundaries. Families, with their unique characteristics, activate and reactivate specific building blocks of dynamic
durability. These include (i) Space; (ii) Multi-role participation; (iii) Alignment; (iv) Regeneration; and (v) Tackling
Legitimacy. Together, these elements form what we refer to as the G-SMART model of dynamic durability (see Figure
1).

© 2024 Family Firm Institute



GOVERNANCE
Dynamic
Durability

voidwey)

abued Ajiwey

@ 3
% N
© 86/‘ ) & \Q'I
60. - Purpose L C)@

© . Narrated prese™ -

Figure 1: The G-SMART Model of Dynamic Durability

As | consider how the G-SMART model can be applied to preserve and enhance legacy, the “technical component”
converges with durable governance structures shaped by repeated governing practices. Over time, these structures
become legitimized, creating boundaries for decision-making and routinizing processes to conserve cognitive
resources. However, ongoing governing practices continually challenge and reshape these boundaries. When it comes
to legacy interpretation, durable governance structures tend to transfer legacy as it is, emphasizing legacy continuity.
In contrast, dynamic governing practices transform legacy, orienting it toward the future. Let’s explore each of the
SMART building blocks in this context:

¢ Space: Forums that reinforce prior legacy interpretations can also be reopened for negotiation.
Flexibility allows for evolving interpretations.

e Multi-role participation: Empowering rising-generation members as citizens of the governance system
to interpret legacy from both stewardship and leadership perspectives. They honor the past while
actively expanding the legacy for the future.

¢ Alignment: Collective efforts to sustain legacy involve agreed-upon purposes, behavioral norms,and a
balance of interests. However, this alignment does not preclude the emergence of new visions or the
need for realignments.
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¢ Regeneration: Upholding the principle of value creation when deciding whether to reinterpret legacy.
In positive cases, agility and family change champions play essential roles.

¢ Tackling legitimacy: Governed legacy involves negotiated power and coordinated intentionality. Rules
of diversity, accountability, and transparency prescribed by the dominant power maintain the existing
interpretation across family, business, and ownership structures. Yet, these rules can evolve, compelling
the dominant power to reconsider legacy interpretation.

Ultimately, legacy interpretation results from the interplay between durable governance structures and dynamic
governing practices. The balance between relying on structures versus practices varies among different families.

Sidebar
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“The Governance Marathon: Dynamic Durability in Entrepreneurial

Families amid Disruptions”

By Jeremy Cheng, Kevin Au, Marta Widz, and Marshall Jen
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Temporal Orientation Toward Legacy

Advisors must understand the anticipated futures of their client families and where their legacy currently stands
before determining how to deploy governance structures and governing practices. Building upon the G-SMART model,
understanding how families temporally orient themselves toward legacy becomes relevant. Families exhibit varying
emotional dispositions to the past, present, and future, which manifest in their narratives related to time. Examples
below can assist advisors in assessing a family’s temporal orientation toward legacy.

» Temporal anchoring: Rather than reminiscing about time linearly, families often anchor their narratives
around significant events. These events are deliberately chosen by the dominant power (the governor
or the governance alliance) and strategically memorialized to establish legitimacy. Governance leaves
temporal markers that shape the intended legacy. Sometimes, narratives related to taboo events are
suppressed or selectively forgotten to favor the dominant power. Repeated temporal markers
associated with the same lineage of dominant power may indicate a retrospective orientation toward
legacy.
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¢ Bracketing and periodization: Families interpret events not solely based on their actual duration but by
bracketing and periodizing them. For instance, a founder’s long effort to establish the company might
be condensed into a single developmental phase. In contrast, achievements of a rising-generation
leader, even if much briefer in actual duration, may be categorized as separate phases of development,
signaling a prospective orientation.

“WHETHER FAMILIES AIM TO PRESERVE OR TRANSFORM THEIR LEGACY,
THEY NEED A CORRESPONDING APPROACH—ONE THAT BALANCES

ADHERENCE TO EXISTING GOVERNANCE STRUCTURES WITH THE
INNOVATION OF NEW GOVERNING PRACTICES.

Strategizing Approaches to Governing Legacy

Understanding a family’s temporal orientation toward legacy is crucial for advisors. Once this orientation is clear,
advisors can work with client families to develop an effective approach to governing their legacy. However, a
misalignment between the family’s temporal orientation and their dynamic durability can lead to significant
repercussions. Consider the example of “dead-hand control” within trusts—a common legal structure established by
business founders to preserve family wealth as a legacy. When trusts are rigidly set and fail to accommodate the
prospective orientation of beneficiaries who seek greater autonomy over family assets, trustbusters often step in.
Unfortunately, this intervention can also unearth unwanted family conflicts.

In my upcoming London session, | will introduce a model that encompasses four distinct approaches to governing
legacy, namely (i) Preservation, (ii) Restoration, (iii) Regeneration, and (iv) Co-creation (see Figure 2). Each approach
caters to families in different life stages. Families will have to adjust their approach as their anticipated futures
evolve across generations.
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Figure 2: Approaches to Governing Legacy

Conclusion

Legacy provides a sense of order, bridging the past and the future. Legacy is not immutable; rather, it is co-
constructed by both legacy senders and receivers. Each generation’s fresh vision reshapes the legacy and the
narratives that underpin it. Whether families aim to preserve or transform their legacy, they need a corresponding
approach—one that balances adherence to existing governance structures with the innovation of new governing
practices. In this process, advisors work closely with client families. Together, they identify the family’s vision, assess
the dynamic and durable aspects of their governance system, and strategize an approach that prepares them for
generational transitions.
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