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Family Governance 
Wealth Education
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An Introduction to Family 
Governance
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What is Family Governance?
Family Governance is understood to refer to the joint decision-making 
framework designed to maximize the value of a family’s human capital 
across generat ions. 

Family governance is about two essential matters:

1

2

The effort  to drive alignment within the family around a deeply held set  of 
shared and defining family values.

The understanding that  there inevitably will come a t ime when the family 
will disagree about a matter of utmost importance to the family . 

Family Governance can help a family 
identify important personal and family 
issues, discuss in-depth solut ions for 
their needs, and create flexible, long-
term object ives and shared goals for 
both present  and future generat ions. 
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Why is Family Governance 
so Important? 
Implementing a system of Family Governance can help: 

• Foster t ransparency
• Adopt a shared family vision and path to follow 
• Build and preserve legacy
• Create or maintain the cont inuum of family rituals/t radit ions
• Support  succession planning
• Establish how decisions are made and who will be involved
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Family Governance is 
Driven by Values
A values-based approach to wealth planning recognizes that  the 
family’s values and philosophy are at  least  as important  as estate and/or 
tax considerat ions.  

Shared values and goals can result  in more collective power and focus 
in business, philanthropy and other areas of life than any individual 
family member can have on his or her own. 

So, what does successful family governance look like?

• Strong, mult i-generat ional alignment  around common goals
• A culture of accountability
• Object ive performance measures and business goals 
• Family Governance strategies that  can enhance effect ive 

communicat ions across generat ions
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Discovery Exercise
Start with your own personal introspection: 

• How do you see yourself?

• What are your general interests?

• Do you have any hobbies?

• Is there a cause that  is important  to you?

• What does your family care about?

• What do you care about?

• How do you view your legacy?

NOW ASK YOURSELF: 

What values, convict ions and goals do you 
share with your family?
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Creating a Family Mission 
Statement
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What is Family Mission 
Statement?
A family mission statement is a document that reflects a 
family's articulation of its shared values, vision for the 
future and collective sense of history or legacy . For some, 
this formal governance st ructure and mission statement  is 
essent ial, as it  can be a powerful and unifying experience.

Family mission statements should indicate:

• The form and rat ionale for select ing an agreed upon family 
governance structure

• How it  will assist  in long-term wealth preservat ion and values 
t ransfer
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Does My Family Need a Mission Statement?
Family mission statements are often the starting 
point for helping a family address the challenges of 
intergenerational wealth transfer.

If successful, a Family Mission Statement can…

• Unify a family around shared values 
• Align a family’s values with financial goals
• Function as a family’s flight  plan, dest inat ion and compass
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What to Consider When Creating 
a Family Mission Statement
Avoid common pitfalls and ask the right questions to design an 
impactful Family Mission Statement. 

Common mistakes to avoid:

• Using language that  is too general or plat itudinous
• Failing to integrate the statement  into the life of the family 

through reviews and regular meet ings
• Failing to involve the younger generat ion in the process

Important questions to consider:

• Should I have a facilitator? If so, should it  be a relat ive or 
non-family representat ive?

• Who should be included in the process?
• How do I integrate it  into the life of the family? (E.g., 

through family retreats, etc.)
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Ask Yourself:

• Would a family mission statement  be useful in your 
family dynamic?

• What would your mission statement  look like?
• How would we handle a situat ion where our values 

don’t  align? 

Discovery Exercise
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Family Governance 
Structures
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Ad Hoc Decision Making vs. Normative 
Family Governance

Ad Hoc Decision Making
• Decisions are made for a part icular cause or reason

• Decision-making is typically not  t ransparent  or collaborat ive

• As a result, it  becomes easy to at tack the decisions on the 
basis that  it  was:

A. made without  due deliberat ion,
B. it  was not  consultat ive or
C. that  it  was motivated by personal animus.

Normative System of Decision Making
• Decision making that  is rule bound, t ransparent  and 

repeatable

• Typically employs a family council or other decision-
making body

• As a result, decisions are more likely to be immune to the 
at tacks typically brought  against  the Ad Hoc approach.

vs.

DID YOU KNOW?

The benefit of a governance system is that  it  may 
make it  more likely that  decisions will be respected by 
family members over t ime. 
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Types of Family Governance Structures 

SOME COMMON FAMILY GOVERNANCE STRUCTURES INCLUDE:

Family Council

When it  comes to family governance, there is no “one size fits all” approach. 
Different  families have differing needs, values, goals and object ives. 

1 2 3 4

Advisory Board/
Outside Advisory 
Board

Trustees Family 
Assembly
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Family Council Structure

The purpose of this structure is to: 

• Provide an organized forum within which to make decisions

• Articulate the family’s values and vision

• Educate family members about  the history of the family and business, along with the responsibilit ies 
and obligat ions t ied to both

• Serve as the vehicle within which to ant icipate, air and resolve family conflict

The Family Council st ructure is an ent ity composed of family members to address 
family issues, business issues and the intersect ion of the two.

1
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The purpose of this structure is to: 

• Leverage the expert ise of its various members to tackle complex and sensit ive challenges such as 
investment  policy and succession plans

• Give outsiders the opportunity to raise sensit ive and important  issues without  the emotions and 
burdens of family baggage

Usually composed of at  least  one or more non-family members (at  least  some of 
whom may not  also serve as t rustees), this st ructure helps ident ify and priorit ize 
issues object ively, and then recommends resources to address them. Usually there 
will be some family members on the board as well.

The Advisory Board/
Outside Advisory Board Structure

2
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The Trustee Structure

The purpose of this structure is to: 

• Focus on issues direct ly related to t rust  beneficiaries such as when to 
make distribut ions

Trustees are individuals who are legally bound to hold and manage 
property on behalf of the t rust  beneficiaries. 

3
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The purpose of this structure is to: 

• Provide a group to which all decision-making family ent it ies 
ult imately report ; may be responsible for select ing family decision-
makers

• Provide a forum to educate family members on the family business, 
family philanthropy or other family undertakings

Typically, the largest  set  of family members, and the body from which all powers 
delegated to ent it ies such as a family council emanate. It  can also be thought  of as a 
periodic forum or gathering that  includes all adult  family members (children may 
at tend start ing at  a certain age, pursuant  to family policy).

The Family Assembly Structure4

• Provide updates on important events and milestones

• Reinforce the family constitution or mission statement, which 
provides a framework for the family culture
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Other Helpful Family 
Governance Tools 

Family Meetings

• Periodic gathering to educate family members on 
the family business, family philanthropy or other 
family undertakings

• A time to provide updates on important  events 
and milestones

Family Retreats

• An opportunity for families to remove themselves 
from their day-to-day life and connect  solely with 
their family
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Family Governance 
Documents
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The Purpose of Family Constitutions & By-Laws
Two of the more commonly employed Family Governance documents are Constitutions and By -Laws: 

Family Constitutions By-Laws

What is its purpose? • Expresses how the family puts broad, 
aspirat ional principles contained in the mission 
statement  into pract ice 

• Sets out  a roadmap of what  is important  to the 
family and sets the future direct ion of the 
family

• Typically express the family’s general principles 
and philosophy

• Often delegates decision-making authority to a 
specified group of family members, parceling 
out  specific powers and responsibilit ies to 
individuals or committees

• Usually address with greater specificity and 
part icularity the actual workings of certain family 
structures and the management  of family wealth

• A more precise set  of guidelines and regulat ions 
by which the family agrees to govern itself

• Augments and enforces certain general 
expressions of the family const itut ion 



22© 2024 Morgan Stanley Smith Barney LLC. Member SIPC. CRC 3619715 06/2024Wealth Education |  Family Governance

When to Use Family Constitutions & Bylaws

Family Constitutions By-Laws

When to consider? • When you believe it ’s important  to have a 
formal family governance structure

• You want  to create guidelines around spending 
and saving for future generat ions

• You want  to provide a formal set  of guidelines 
for maintaining family t rusts  

• You want  to define the family governance 
structure in detail

• You want  to specify the management  of family 
wealth

• Your family is large and complex
• Your family has a history of imprudent  financial 

behavior
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Family Constitution 
EXAMPLE:
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Family Bylaws 
EXAMPLE:
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Being a Successful Steward 
of Wealth

Set yourself up for success by taking the time to:

1. Understand your family governance structure
2. Understand your family governance documents
3. Know your mission statement
4. Stay t rue to your (family) values
5. Attend family meet ings and retreats
6. Continue to evaluate family values, mission and goals and make 

changes when necessary 

Another aspect  of good stewardship is creat ing an estate plan.

Whether you are a designated Trustee or beneficiary, it ’s 
important  to take this responsibility seriously. 
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Special Planning Considerations

Children: 
If you have children with special needs or severe disabilit ies, it ’s 
important  to make sure that  any gift  or inheritance they 
receive will not  interfere with his or her eligibility for 
government  benefits. The most  common way to do this is 
through a Special or Supplemental Needs Trust , which provides
that  any assets held in the t rust  are intended to supplement , 
but  not  supplant , the governmental benefits your child is 
ent it led to. 

Blended families, children with special needs, and pets may require special 
considerat ion when put t ing together an estate plan. 

Pets: 
Leaving a pet  to a caregiver in a Will may not  account  for 
situat ions in which you might  become incapacitated. Consider 
set t ing up a t radit ional or statutory pet  t rust  to help ensure 
that  they will be taken care of in the event  something happens.



27© 2024 Morgan Stanley Smith Barney LLC. Member SIPC. CRC 3619715 06/2024

Conclusion
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Take the Next Steps
Through proactive planning and honest communication, you can navigate the complexities 
of family matters to preserve a happy hearth and home.

A strong team is essential to take the next steps. Your financial advisor and estate planning 
lawyers can help ease the process.  

Resources: 
• Playbook: Your Guide to Life & Money, Family Matters: Invest  in What  Counts

• Estate planning law firm directories, i.e., findlaw.com, nolo.com, mart indale.com, 

lawyers.com*

• Your Financial Advisor

* These websites are not  affiliated with Morgan Stanley and we cannot  at test  to their accuracy.

https://www.findlaw.com/
https://www.nolo.com/
https://www.martindale.com/
https://www.lawyers.com/
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Disclosures

Morgan Stanley Smith Barney LLC is not  implying an affiliat ion, sponsorship, endorsement  with/of the third party or that  any monitoring is being done by Morgan Stanley 
Smith Barney LLC (“Morgan Stanley”) of any informat ion contained within the website. Morgan Stanley is not  responsible for the informat ion contained on the third party 
website or the use of or inability to use such site. Nor do we guarantee their accuracy or completeness.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), it s affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors do not  provide tax or legal advice. 
Clients should consult  their tax advisor for mat ters involving taxat ion and tax planning and their at torney for mat ters involving t rust  and estate planning, charitable giving, 
philanthropic planning and other legal mat ters.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to it s clients, each of which may create a different  type of relat ionship with different  
obligat ions to you. Please visit  us at  ht tp://www.morganstanleyindividual.com or consult  with your Financial Advisor to understand these differences.

This material may provide the addresses of, or contain hyperlinks to, websites. Except  to the extent  to which the material refers to website material of Morgan Stanley Wealth 
Management , the firm has not  reviewed the linked site. Equally, except  to the extent  to which the material refers to website material of Morgan Stanley Wealth Management , 
the firm takes no responsibility for, and makes no representat ions or warrant ies whatsoever as to, the data and informat ion contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of Morgan Stanley Wealth Management) is provided solely for your convenience and informat ion and the content  of the 
linked site does not  in any way form part  of this document . Accessing such website or following such link through the material or the website of the firm shall be at  your own 
risk and we shall have no liability arising out  of, or in connect ion with, any such referenced website. Morgan Stanley Wealth Management  is a business of Morgan Stanley Smith 
Barney LLC.

© 20 24 Morgan Stanley Smith Barney LLC. Member SIPC.

CRC 3619715 0 6/20 24 
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