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Over the last fifty years, families in Latin American countries have had to 

adapt their way of living, including operating their businesses, in order to 

survive hyperinflation, military juntas, strict exchange controls, lack of liquidity 

and other difficult political, economic and market conditions. The 

uncertainties created by such conditions made it difficult, in many instances, to 

focus on long-term family wealth transition. 
 
 
Over this period of time, the need for proper transition planning has become 

increasingly acute. Entrepreneurs who have been managing businesses since 

the 1970’s and 1980’s have reached the age where ensuring the successful 

succession of their wealth is now of greatest importance. 
 
 
I have been fortunate to have in my calling individuals and families who 

understand  that  intellectual  and  human  wealth  are  central  to  a  family’s 
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*I would like to thank Isabel Miranda for her assistance in reading my paper and 
providing important comments. 
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success. Financial capital in and of itself does not ensure long-term wealth 

within a family.1 Consider the fate of Ozymandias.2 
 

 
 
This morning I will explore some of the salient issues that are fundamental 

for families who desire to remain wealthy over a long period of time.3 I will 
discuss these issues in the context of “industrialist” families which, in present 

times, often are also “cross-border families.”4 I will particularly consider 
families with members who reside in one or more Latin American countries 

and one or more who reside in the United States.5 

 
 

1  Principles on which my ideas are based are those that were taught to me by others, most notably James E. 
Hughes, Jr. Essential reading for those interested in learning about family transitions and governance is Mr. 
Hughes’ book titled “Family Wealth: Keeping it in the Family”. In his book, Mr. Hughes expands on his view 
that it is important for a family (and its advisors) to see the family as having wealth that is separate  from (and 
more important than), its financial wealth. A family’s true capital consists of its members – a family has personal 
(human) and intellectual capital. 
2  Ozymandias 
I met a traveler from an antique land 
Who said: Two vast and trunkless legs of stone 
Stand in the desert. Near them, on the sand, Half 
sunk, a shattered visage lies, whose frown, And 
wrinkled lip, and sneer of cold command, Tell 
that its sculptor well those passions read, 
Which yet survive, stamped on these lifeless things, The 
hand that mocked them, and the heart that fed, And on 
the pedestal these words appear: 
“My name is Ozymandias, King of Kings: Look 
upon my words, ye Mighty, and despair!” 
Nothing beside remains. Round the decay 
Of that colossal wreck, boundless and bare 
The lone and level sands stretch far away. 
Percy Bysshe Shelley 
3  The topic of my presentation as described in the conference brochure is as follows: “The family business is 
often the family’s most important asset. However, too often, not enough thought is given to succession, 
governance and related issues leading to unfortunate consequences for the family’s wealth and harmony.” How 
long is a “long period of time”? For purposes of my discussion, I will use a century, though given  that 
individual life expectancies now exceed eighty years, it is arguable that one hundred years is too short of a 
period of time. 
4  For purposes of my discussion, I define industrialist families as those that own and control businesses that 
employ labor and capital and produce a product or service used in society. I define cross-border families as 
families with members who reside in or are domiciled in two or more jurisdictions. 
5  Arguably, parts of the United States should be included in what is considered to be Latin America. Assuming 
continuation of current trends, by 2050 the American population will be 50% White and 25% Latin. This 
estimate was made by Samuel Huntington in his book titled “The Clash of Civilizations and the Remaking of 
World Order.” 
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The successful transition of wealth6 among members of industrialist families 

includes: 

a.   Creating  a  shared  vision  or  dream  for  the  family’s  future. This 

concept has been carefully developed by Ivan Lansberg, the author of 

“Succeeding Generations” and includes: 

•   clearly  defining  core  values  for  the  family  and  collective 

benefits from shared wealth. 

•   balancing the interests of the family, the business and financial 

assets, and the philanthropic interest. 

b.   Teaching Responsibilities of Ownership. Family members can be 

taught that important responsibilities  accompany  the  privilege  of 

being a part of a successful family enterprise. Each family must 

develop together their unique definition of ownership responsibilities, 

and these can be reviewed periodically with all family members who 

have benefited from the family’s wealth. Agreeing on a common set of  

goals and ground rules is essential for owners to work together 

successfully. 

c.   Developing Human Capital.  Owners need to invest as much time in 

the family’s human assets as they do in the business and financial 

assets. Owners should be encouraged to develop competencies that 

support the greater family good, and the family should be willing to 

invest in the growth and development of these human assets. This 

includes: 

•   the development of successors 
 
 
 

6  Perhaps the most difficult challenge a family may face is managing the change process itself. 
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•   creating a systematic approach to the selection of successors 
 

•   creating career development plans 
 

•   financial and business education 
 

d.  Fostering  Leadership. Developing leaders in the next generation 

involves constructing opportunities for young family members to test 

their leadership skills and to earn the respect of their cousins, aunts 

and uncles, parents, and grandparents. Responsibility can be 

delegated but true leadership authority within the family must be earned 

through testing of skills and ability and demonstration of achievement. 
 
 
Planning  for  wealth  transition  among  members  of  cross-border  families 

raises interesting legal questions because: 

a.   Two systems of law. 
 

They are subject to two or more systems of law, including family law 

and inheritance, including those of a civil code and, possibly, common 

law or civil law as modified by the statutes and case law of one or 

more of the states of the United States. 

b.   High degree of change. 
 

They often reside in a jurisdiction that, over the past half century, has 

witnessed remarkable political and social change and there is a high 

probability that such change will continue. 
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c.   Difficult environments. 
 

They have become wealthy in jurisdictions which, in the not too recent 

past, have had turbulent financial markets and may have witnessed 

stringent currency controls, hyperinflation, and steep trade barriers. 
 
 

d.   Tax systems are changing. 
 

Forms of direct taxation, typically personal income taxes, wealth taxes, 

and inheritance taxes were, historically, not important. In many cases in 

the past, Latin American governments depended primarily on tariffs and 

transaction taxes for revenue. Today, income taxes and VAT are 

becoming increasingly important. Also, with one or more members of 

the family subject to taxation in the United States, families now need to 

plan for such direct taxes in at least two jurisdictions where, only 15 

years ago, such taxes were more easily planned for and, thus, were a less 

significant drag on the creation of their wealth. 
 
 

e.   Different cultures. 
 

Members of such families will now be part of two or more different 

societies with attendant differences in social customs and cultural 

traditions. As a result, there will be social and cultural differences and 

laws among branches of the same family. In other words, over a short 

period of time, siblings and certainly cousins will be part of two or 

more different societies. 
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What, then, will enable such families to remain wealthy? Will the family 

remain one or, over time, will the family divide and become segmented? Is 

this segmentation a net gain or loss in determining whether the family remains 

wealthy? How do these changes impact the need for coherence and unity in 

the context of creating a plan for family governance and transition? 
 
 
My presentation is not focused on a discussion of “fiduciary” and “fiscal” 

issues. This change of focus is intentional despite the fact that fiduciary 

issues, especially those involving trusts and holding companies, and fiscal 

issues are areas of the law with respect to which we as counselors provide 

advice each day. In fact, for many of us, this is where we begin our dialogue 

with such families. I believe, however, that considering the questions I just 

mentioned only in terms of “fiduciary” solutions and “tax” solutions, will 

fail to enable a family to remain wealthy over a long period of time, say, for 

purposes of my discussion, 100 years. 
 
 
Minimization of taxes alone is not enough. Whether personal holding 

companies are on a “black list” or otherwise subject to tax will not determine 

whether a family remains wealthy over the next 100 years. The controlled 

foreign company rules in most Latin American countries will continue to 

evolve, especially as trade agreements become increasingly common and 

become more comprehensive, making deferral of taxation over such a period of 

time extremely unlikely or, if it is possible to do so, it will be at the 

expense of enabling capital to be easily employable by the company. 
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Whether or not a trust is a “grantor trust” for U.S. federal income tax 

purposes or is otherwise temporarily tax efficient will not be the critical 

factor that determines whether a family remains wealthy over the next 100 

years. Over a historically insignificant period of time, in most cases the use of 

trusts to minimize an individual’s tax on investment income will become 

largely ineffective. 
 
 
Similarly, the creation of a trust that is often referred to as a “dynasty” trust 

which does not have a perpetuity period, will not ensure that a family remains 

wealthy. The common law rule against perpetuities provides that a trust’s 

property must vest if it is to vest, no later than 21 years after the death of all 

“lives in being.” This can be a fairly long period of time, say, 75 to 100 or 

more years. Previously, I was a partner of the New York City law firm, 

Cadwalader, Wickersham & Taft, the oldest surviving law firm in the City of 

New York. Its roots date back to 1791. Contrary to what you might expect, 

almost all of the trusts created by the firm’s partners in the 1950s and 1960s did 

not last to the year 2000. Family division and disunity, spending needs of the 

family members—many of whom had few other sources of steady income, 

and poor investment performance, and a misunderstanding of the purpose of 

the trust (and often several of these factors together), led to the demise of 

the trusts during the lifetime of the children for whom such trusts were 

created. I don’t believe creating a family trust which lasts “forever” will have 

any greater success of being useful to a family for 100 years, for these same 

reasons, regardless of the U.S. estate and generation- skipping transfer taxes 

that may be saved. 
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Furthermore, we can’t assume that the world, which went through 

extraordinary changes over the last 100 years, will undergo fewer changes in the 

next 100. In fact, we know that the pace of change is increasing. 7 

Consider this proposition in the context of a family trust or shareholder 

agreement. Establishing the rules and definitions that govern the 

interpretation of aspects of the trust relationship is extremely important for a 

trust’s long-term success. For example, over the next 100 years, how will the 

trust instrument or shareholder agreement deal with same-sex marriages? 

The historical definition of marriage as a union of a man and a woman is 

now breached. 8 What about children “adopted” by same-sex partners? Would 

such a child be an “heir”? How will the trust’s investment provisions deal with 

distribution requirements for family members that, on average, will live 

more than 80 years? Should children benefit only after both parents are 

deceased? If so, it is likely they will be 60 years of age or older before they 

will benefit. How will the trust or agreement deal with cloning (or DNA 

modification), if the partial cloning of humans comes to pass? If you believe 

this is an unrealistic issue to deal with, consider also that who is a male and 

who is a female, again thought to be easily determined by anatomy, is now 

being re-examined (for example, in international sports competitions) in light 

of discoveries about genetics. You may feel that these questions are 
 
 

7  Peter Vaill has coined the term “white water” to describe this constant state of flux. Vaill, Peter B., 
“Learning as a Way of Being” 1996. 
8  In the June 8, 2012, edition of “THE WEEK”, marriage was described as being in “a process of constant 
evolution.” Pair-bonding began in the Stone Age as a way of organizing and controlling sexual conduct and 
providing a stable structure for child-rearing and the tasks of daily life. But that basic concept has taken many 
forms across different cultures and eras. “Whenever people talk about traditional marriage or traditional 
families, historians throw up their hands,” said Steven Mintz, a history professor at Columbia 
University. “We say, when and where?” Men have taken multiple wives in cultures throughout the world, 
including China, Africa, and among American Mormons in the 19th century. Polygamy is still common across 
much of the Muslim world. The idea of marriage as a sexually exclusive, romantic union between one man and 
one woman is a relatively recent development. “Until two centuries ago, said Harvard historian Nancy Cott, 
“monogamous households were a tiny, tiny portion of the world population, found in 
parts of Western Europe and little settlements in North America’.” 
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farfetched. I believe, however, in light of these issues, that it is inadequate to 

simply advise a client to leave wealth in a perpetual trust to “issue, per 

stirpes” without a more comprehensive discussion. 
 
 

It is virtually impossible to anticipate the changes a family will undergo, not to 

mention the societies they live in. This is especially true in the context of 

families that are part of two societies. Think of the dichotomy, for example of 

a family with members living in Santiago and New York City. In Chile, 

divorce, under limited circumstances, is only recently recognized.9 In the 

State of New York, not only do they have “no-fault” divorce but the 

recognition of gay unions is accepted.10 I would be surprised, then, that a 

trust deed or shareholder agreement in-and-of-itself will have much utility in 

defining the rules relevant to a family’s use and enjoyment of its capital over a 

period of 100 years and, if you agree that the rate of fundamental change in our 

world is accelerating, perhaps sooner. 
 

 
 
If saving taxes and creating trusts and shareholder agreements is not the 

starting point to ensuring that a family remains wealthy, where, then, is the 

starting point? What are the fundamental building blocks for ensuring the 

success and the wealth of such a family? 
 
 
It is my view, in my honor of working with families, including some of 

which have been wealthy for three or more generations, that neither tax 

planning  nor  trust  planning  is  where  we  begin.  Many  of  the  factors 
 
 

9  As recently as 2005, divorce in Chile was illegal. There still is no such thing as a no-fault divorce. It is 
necessary that parties prove their grounds such as chronic infidelity. 
10  Same-sex marriage in the State of New York became legal on July 24, 2011, under the Marriage Equality Act. 
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professionals consider in undertaking a wealth transfer plan often consist of 

external “risks” and “costs.” With proper planning, risks, including political, 

economic and that of third-party actions such as lawsuits, can be properly 

managed. With the help of competent professionals, costs, even substantial 

tax costs, can be successfully minimized. 
 
 
Don’t get me wrong. Over a long, and even a short period of time, these 

risks and costs can have a damaging effect on a family’s wealth. They must be 

planned for with the greatest care and expertise. Most of us here this 

morning have spent many, many years learning about these risks and costs, 

developing strategies and plans to address such risks and costs, and applying 

such strategies and plans to client situations.11 This is a great service to the 

families we work for. Addressing such risks and costs, however, seems to 

plan for only the “negative” side of the family’s balance sheet. Should we 

assume that if we assist a family with addressing such risks and costs, that 

they will independently address issues concerning the “positive” side of the 

family balance sheet and, thereby, will be able to successfully manage and 

increase their wealth? Do families and their members have the tools needed to 

remain wealthy over a long period time? Should a family’s advisor take the 

initiative to address this “positive” side of the family’s balance sheet? I will 

provide you with an example of what I mean. 
 
 
 
 
 
 
 

11  While “trusts” alone will not enable a family to remain wealthy, perhaps they can be used as tools to ensure 
that the family’s system of representative governance with respect its capital will not be disrupted as a 
consequence of a family member’s having direct ownership of a portion of the capital. Such planning  also has a 
place in the context of a family’s investment plan. There is no question that taxes represent a  drag on 
investment performance. The separation of legal and beneficial ownership in a trust can if properly planned 
reduce tax costs including, for example, U.S. federal estate and generation skipping transfer taxes. 
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Several years ago as a young partner, I arrived on a Friday night at my hotel 

room in Washington, D.C. The telephone rang just after I arrived. I answered 

the phone. On the telephone was a member of a large family I was advising. 

Earlier that week, I had delivered a long 25-page report on U.S. federal tax 

issues affecting the family. The family member said to me, “Mr. Granski, I 

have read your report. It is very interesting. I have, however, one question.” 

During the pause in our conversation, I was extremely surprised that she 

only had one question. I thought that it must be very important if she was 

calling me on a Friday night. 
 
 
The family member asked me the following question. “Mr. Granski, how 

long has the Internal Revenue Code been in existence?” After considering 

the question for a moment, perplexed, I replied, “One hundred years, more 

or less.” She replied, “That is very interesting. You see, Mr. Granski, the 

issues our family has asked you to help us with, we have been facing for 

more than 200 years.” She then wished me a pleasant weekend and we 

ended our call. 
 
 
This is one way of saying, then, that the beginning point for our discussion 

and planning is the family and the relationship among its members, not the 

external issues – costs and risks. The family concerns are universal. They 

pre-date the existence of a law firm begun in 1791 and a formal “tax code” 

which is relatively new. They are all short-term occurrences for families that are 

serious about preserving and growing a family’s wealth over a long period 

of time. 
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A second principle is that families that voluntarily persevere as a family are in 

a better position to help their members develop a “rich” self than families held 

together against their will. Professor Csikszentmihalyi, the noted professor of 

psychology, in his book Flow, the Psychology of Optimal Experience, uses an 

example from Cicero who wrote that to be completely free one must 

become a slave to a set of laws. In other words, accepting limitations is 

liberating. 
 
 
A family, to be successful, must establish rules to ensure that its members 

are wealth “creators” (net producers of wealth) and not wealth “consumers” 

(net users of wealth). In order to create such rules and a system of 

governance, a family must first define its values and goals for its existence. I 

believe that the values and goals for a family’s existence are the “positive” 

side of a family’s balance sheet which is their human capital. This is where 

planning begins. 
 
 
A ground-shift in thinking that must occur, then, to help families remain 

wealthy, is to plan in a way that supports and advances the family’s values
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and purpose (the positive side of the family balance sheet) and to consider 

the entire family’s needs to help the entire system thrive. Consider the 

multiple relationships that exist in a wealthy family. Husband-wife, mother- 

father, brother-sister, cousins, uncles-aunts, and together, beneficiaries of 

trusts, shareholders of companies, officers and managers of companies, team-

mates in sports, teacher-student, etc. consider, also, the added complexity 

of these relationships in the context of a family that has a “Latin” branch and 

an “American” branch. Take a step back for a moment. Does the trust or 

shareholder agreement we propose to families and help create address the 

issues raised by these overlaying, complex relationships? Let’s consider these 

relationships in the context of the changes we can expect in family structure 

and law, as discussed earlier, in the foreseeable future. Would effectively 

addressing the goals and objectives of the family members in the context of 

these relationships be as or more important than reducing taxes by 10%? 
 
 
In determining its goals and objectives, a family needs to: 

 
 
 

a.   Understand how wealth can be used to promote the growth of 

the family’s (and not only certain members’) human and 

intellectual capital; 
 
 

b.   Establish a “Mission Statement” relevant to all aspects of the 

family’s capital (human, intellectual and financial); and 



{00196468.DOC /  }14 

00196468.DOC /  } 

	  

{160314-‐001/P0063536	  -‐	  1}	   	  

c.   Develop a governance system13 which serves as the foundation 

for  decision-making  that  promotes  the  family’s  mission  and 

vision.   An outline of one example is found at Appendix 1 to 

this paper. 
 
 
Jay Hughes has created a model in which, he believes, there are four questions 

which need to be answered to determine whether a family is actively wealth 

preserving. 
 
 

1.   Is each individual member thriving? 
 
 
 

2.   Is there incentive to the leaders of each generation to stay in the 

family and also to listen to the individual issues of those they 

lead so those members agree to follow? 
 
 

3.   Do the individual family members know how to leave the family 

business so they do not feel they have to leave, as opposed to not 

knowing how to leave and then spending their lives trying to 

find out how to leave? 
 
 

4.   Are the selected representatives of the family meeting their 

responsibilities to manage the family’s human, intellectual and 
 
 

12  The system of governance should reflect the fact that the enhancement and transitioning of a family’s wealth 
is a dynamic process. Each generation should be involved and should believe that its input is important for 
wealth creation – Thomas Jefferson’s ideals. Specific governance guidelines and transparent decision making in 
the family enterprise are required to avoid distrust and disengagement by members of the family. Clear lines of 
responsibility and authority are an essential part of the governance system for both owners and managers, along 
with oversight and assessment of the success of the wealth process. Effective governing boards are needed to 
lead the process, and they may benefit from including non-family representatives. 



{00196468.DOC /  }15 

00196468.DOC /  } 

	  

{160314-‐001/P0063536	  -‐	  1}	   	  

financial capital in order to achieve the individual pursuits of 

happiness of its members, and does each individual member 

perceive that they are doing so? 
 
 
Wealth management is a group activity—it cannot be driven by any one 

member of the family. The members must form an agreement reflecting the 

family’s shared values and goals and their willingness to govern themselves 

according to those values and goals. Over time, the system must be seen as 

the foundation for each individual family member’s success and for the 

overall family’s success. 
 
 
A family plan should center around education and other things the family is 

passionate about. Otherwise, over generations, the family will lack purpose 

for its capital, will not develop a plan for the capital which has roots in the 

beliefs and values of the family, will not sufficiently educate family members 

on how to grow the family “business,” and will enter into chaos or entropy.14
 

 
 
The beginning point, then, is to work with the family to develop a mission, 

purpose, and form of governance for its wealth and businesses. Notice that 

these are “internal” factors. Perhaps the paradigm for successful family 

wealth and business planning is to plan for making the family’s financial 

wealth available to promote the long-term growth of the family’s human and 

intellectual capital. 
 
 
 

13  Heraclitus of Ephesus is famous for his insistence on ever-present change in the universe, as stated in the 
famous saying, “No man ever steps in the same river twice”. Thus, I find it interesting that professionals 
believe that with legal documents, they have “solved” a client’s problem. 
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If this is the paradigm, then the family’s purpose or mission is to ensure the 

success of each family member and the family as a whole. What, then, are the 

values of the family?  What are its goals? 
 
 
The mission should include short-term (immediate) and long-term (multiple 

generation) ideals the family will work towards to defend and enhance the 

family’s purpose and goals, addressing issues relevant to the family’s personal, 

intellectual and financial capital. The statement should also address the 

family’s consensus on how it should govern itself. 
 
 
The process of writing a mission statement should provide a family with 

insight in an honest way how family members view and assess the others 

and the family as a whole. This process enables family members to find 

their common bonds and values which, in part, may be based on a unique 

history. Without these common bonds, the family is nothing more than a 

collection of individuals making unilateral, ad-hoc decisions. 
 
 
Once these values are agreed to, it will then be possible for advisors, with a 

clear vision of the family’s purpose and goals, to address external risks and 

costs, including tax costs, which will affect the long-term success of the 

family’s plan. The family advisors, then, can develop a legal structure that 

furthers the family’s goals and objectives and is consistent with the family’s 

governance system.15 This is especially important in the context of cross- 

border families—especially at the generation where cousins are living in 

different  countries  and are subject to  different  laws.    Beginning  with  a 
 

 
14  Victor Hugo wrote “Where no plan is laid, where the disposal of time is surrendered merely to the chance of 
incident, chaos will soon reign.” 
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common vision and purpose, however, will provide the family with a strong 

base to address this. 
 
 
Let me explain with an example. I have had the fortunate experience of 

working with a certain family that has had family members attend the same 

university for four generations, ever since the current generation’s great-great 

grandfather attended the university and became a medical doctor. The 

family unanimously agreed that its real wealth is the fact that a system is 

in place to ensure financial capital is used for the education of family 

members. A foundation is in place for the education of all family members. 

Each child is permitted to use the foundation’s capital for educational 

pursuits conditional on his or her meeting with his or her parents and aunts 

and uncles twice per annum to discuss his or her experience, achievements 

and goals. This is intended to show the family’s reconfirmation of the 

importance of educating each family member. When certain members of the 

current generation moved to the United States, the family asked me to 

review the family’s system of governance and ensure that the U.S. tax laws 

would not negatively impact the system as represented by the legal structure 

which was used to protect the financial capital. I am pleased to report that a 

member of the fifth generation will matriculate at this same university. So each 

generation has committed to this purpose! 
 
 
Another story, involving the founder of an American company, reflects 

elements of this paradigm. Six years ago, he confided in me that he and his 

family had a major problem. He advised me that he needed help in 

establishing a plan for the transfer of his wealth which, at that time, was 

quite considerable.  Without replying, I immediately thought of the myriad 
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tax, corporate and trust issues I would need to deal with in order to 

successfully complete the transfer of this man’s wealth. This man then 

continued, “Ed,” he said, “the problem is I know how to run a successful 

business and make money. What my family and I need to do is learn how to 

spend it and I need your help.” See, he explained, “in order to run a 

successful company and make money, certain decisions need to be made and 

strategies decided on. I know what these are and I am good at making them. 

Spending money successfully entails another set of decisions and strategies 

that no one in my family is prepared for.” 
 
 
I hope my presentation this morning offers a useful way to view successful 

family wealth planning. I consider this morning’s discussion a thought starter 

and I trust you will appreciate my viewpoint, as T.S. Eliot has said, “The 

journey not the arrival matters.” 
 
 
Thank you for the opportunity to present my views. 

 

EWG, Jr. 
	  


