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Managing performance successfully over the long term—in business 
and in wealth management—requires many different skills. That is 
why in so many walks of life, boards are created to bring together  
the range of talents needed to achieve optimal performance.

This issue of Pictet Report looks at the role of boards and how 
they can contribute to the process of formulating and implementing 
successful strategies. We started by asking the Professor of Management 
Practice at INSEAD, the leading international business school, about the 
dynamics of boards and how to get the best from them.

We then interviewed the entrepreneurs behind three successful 
companies to explore the very different governance arrangements in 
their businesses. And we asked a board member at one of the world’s 
most famous football clubs about its unique board model and how  
it balances the demands of players, administrators and fans.

Next, a Pictet wealth management expert explains how successful 
entrepreneurs can use investment boards to help them preserve and 
grow the wealth generated by their enterprise. Creating the right 
structures to manage wealth can not only boost investment performance 
but also bring peace of mind.

Finally, we travelled to Florence to interview an engineer who 
is the leading expert in validating the provenance of pictures by 
Old Masters. His application of scientific methods to the art world 
can expose forgeries but has also uncovered fascinating new works 
below the surface of famous pictures. For readers who are interested 
in investing in art, this article casts new light on the nature of our 
cultural heritage.

We hope you will find this report stimulating and valuable in 
thinking about board structures within your company or family.

Philippe Bertherat
Partner, Pictet & Cie
Winter 2012
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INSEAD on boards

The 
dysfunctional 

dynamics 
behind 

boardroom 
conflicts

Boards must strike the 
right balance between 

supporting chief executives 
and challenging their 

performance if the 
relationship is to deliver the 
best results for the company

JEAN-FRANÇOIS MANZONI 
 PROFESSOR OF  

MANAGEMENT PRACTICE 
INSEAD

Conflicts in the boardroom have been a recur-
rent issue in business over the years—most 
recently, for example, at HP. Boards hire, 
appraise, reward and sometimes remove chief 
executives. But they must also try to ensure 
that CEO performance is as good as it can be. 
Achieving that aim involves balancing two 
objectives: exercising control to make sure 
that the chief executive is up to the job; and 
supporting the chief executive through advice 
and encouragement. A failure to balance the 
two is often behind boardroom disputes.

In 15 years of research into diffi-
cult relationships in business, it has 
become clear that cognitive and be- 
havioural mechanisms are often behind 
such conflicts. My investigations with 
colleagues of the relationships between 
bosses and their subordinates led to 
an understanding of how each can be 
caught up in a complex dynamic that 
unwittingly creates a vicious circle. 

The problem of labelling

The fundamental cause of this prob-
lem is that human beings categorise, 
continuously, effortlessly and often 
unconsciously. It is the way we make 
sense of our surroundings and of the 
people we interact with. We spon-
taneously assign traits to people, 
labelling them often on the flimsiest  
of evidence.

Human beings categorise, 
continuously, effortlessly 
and often unconsciously

In business, we label those we work 
with in terms of competence and 
performance—our bosses and our 
subordinates. But these categorisa-
tions create expectations that can 
have a profound and lasting influ-
ence on the labelled individual. In 
other words, the process affects not 
just the behaviour of the labeller, 
but the behaviour of the person who 

has been labelled. For example, if  
I label someone negatively, without 
realising it I may be turning them into 
the failure I am labelling them as—it 
becomes a self-fulfilling prophecy.

Eventually we started looking at 
how this practice applies to boards. 
And we found that the inter-personal 
dynamic that we had identified in 
boss-subordinate relationships is rele-
vant to board performance on several 
levels. One is the relationship between 
the chief executive and the board. 
Another is the relationships between 
various board members, particularly 
as they become increasingly diverse in 
capabilities and profiles.

The CEO and the Board

On the relationship between the 
board and the CEO, the key issue is 
whether the board has confidence in 
the chief executive. Board members 
develop initial impressions that guide 
their interactions with the CEO, on 
competence, trustworthiness, open-
ness, communication skills, ability 
to receive feedback and many other 
attributes. These impressions will lead 
them to make decisions about how 
much to support their chief executives, 
and how much to challenge them.

The chief executive also forms 
impressions of individual board 
members, such as which ones can be 
relied upon for advice on the work-
ings of the board and which are seen 
as resistant to change or as frustrated 
chief executives. If CEOs see the board 
as supportive, they may be able to estab-
lish a constructive partnership. If the 
board is seen as controlling and critical, 
the chief executive may become defen-
sive and unwilling to listen to it.

The control trap

A good example of the control trap 
is provided by Nike, whose founder 
Phil Knight recruited outsider Bill 
Perez to be CEO. The aim was to bring 
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some rigorous controls to a company 
known for its entrepreneurial, creative 
culture focused on the consumer. But 
a year later, Perez stepped down after 
the board concluded that he did not 
understand Nike’s creative mind-set, 
and was replaced by a veteran insider.

The reasons why the 
board selected a new chief 

executive are often the 
reasons why they later fall 

out with them

Knight and the board began to suspect 
that Perez might be a poor fit when he 
brought in consultants to review opera-
tions and tried to reduce the number 
of meetings. Perez, on the other hand, 
came to view Knight as ‘unable to let go’ 
and ‘unreceptive to outside ideas’. Perez 
sought to forge ahead with the change 
he had been recruited to introduce 
so that he could show performance 
improvements. But the board did not 
give him credit for these improvements 
and communication between the two 
sides became uneasy and distant.

As Perez sensed the growing 
mistrust, he found it increasingly hard 
to remain open to the feedback he 
was receiving, though not always very 
explicitly. Once boards lose confidence 
in their chief executives, they start 
trying to exert control, and it becomes 
hard for the CEOs to put a foot right. 
And the reasons why the board 
selected a new chief executive are often 
the very same reasons why they later 
fall out with them—the qualities they 
hired them for (e.g., rigour) become 
seen as their faults.

The  support trap

The opposite syndrome is the support 
trap, where Home Depot provides a 
case study. In 2000, it appointed as CEO 
Bob Nardelli of General Electric, just 
days after he had lost the succession 

race following the retirement of Jack 
Welch. Although he had no retail expe-
rience, the Home Depot board was 
thrilled to have landed an executive 
of Nardelli’s calibre to bring his focus, 
discipline and execution skills to a 
company that needed them after years 
of exuberant growth.

However, there was deep resist-
ance internally and externally when 
Nardelli started to change the company. 
The relationship with shareholders 
became increasingly antagonistic, with 
attacks on the company’s performance, 
the new strategy, Nardelli’s manage-
ment style and his compensation pack-
age. His abrasive handling of the 2006 
annual general meeting of sharehold-
ers intensified pressure on the board, 
but it was unfailing in its support 
for him. He decided to call it quits in  
2007—and even then, the board regret-
ted his departure.

The board had failed to see that 
the chief executive’s relationship with 
the shareholders had become danger-
ously dysfunctional because it believed 
he was doing the right things. The 
doubling of revenues and profits made 

it easier to discount negatives such as 
an exodus of senior executives and 
customer complaints about service.

These cases illustrate the labelling 
issue: boards that believe their CEOs 
are good performers will treat them as 
successes and screen out any evidence 
to the contrary. But if boards begin to 
have doubts, they ignore evidence of 
success and treat their CEOs as fail-
ing. In either case, the chief executive 
reacts to the labelling in ways that 
confirm the board’s perceptions. 

Effective feedback

Boards should strive to provide support 
for their chief executives while at the 
same time giving them feedback. The 
latter is not always easy: CEOs tend to 
be reasonably forceful people, which 
is how they get to the top of the corpo-
ration. They will often decide to go 
against the grain, believing their exper- 
ience in developing businesses gives 
them insights. They are driven individ-
uals who are often not the world’s best 
receivers of feedback.
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In fact, the chief executive needs to 
have a solid ego to succeed. In some 
instances, it may be necessary for the 
CEO to be hard of hearing to pursue 
a strategy against loud negative feed-
back. Boards also need to understand 
that it is acceptable for CEOs to press 
the ‘mute button’ to deliver results, 
but it must not stay depressed for too 
long. If the chief executive has become 
deaf, the board must intervene.

Boards increasingly ask to 
talk to managers outside 

the boardroom, or even to 
act as ‘mystery shoppers’

Chief executives also have time 
constraints that force them to distance 
themselves from too much detail. This 
makes it harder for the board to qualify 
its support: the CEO wants to know that 
everything is fine, and does not always 
want to focus on the ‘buts’.

Moreover, the board members are 
also busy and rely on the management 
team for their information, which can 
make them reluctant to challenge the 
CEO. One source of independent infor-
mation is provided by internal audit, 
but others may be desirable. For exam-
ple, boards increasingly ask to talk to 
managers outside the boardroom, or 
even to act as ‘mystery shoppers’ in 
certain types of business. If boards just 
show up for monthly meetings with 
regular reports, it is hard for them to 
form their own opinions.

Even when individual board 
members have doubts, boardroom 
dynamics may mean they do not voice 
them until the problem has grown to a 
point where someone speaks out. And 
maintaining communications between 
diverse board members is also not easy: 
in their relationships with each other, 
there will be labelling—one may be seen 
as abrasive, for example, another as the 
CEO’s crony.

It is part of the role of the board’s 
chair to such manage interpersonal 
dynamics. However, this ability may 

not be part of the profile of the tradi-
tional chairman who is often the 
ex-CEO or a charismatic individual 
with a strategic mind. 

On the positive side, decades of 
research have shown how to make 
feedback easier to accept:

• The receiver of feedback must trust 
the giver—if CEOs feel that the board 
is on their side and trusts them, it is 
easier to accept feedback

• The feedback must be well-
informed—not based on gossip or 
hearsay

• The feedback must be balanced—
talking only about faults means that 
the receiver will switch off

• The communication process must 
be respectful and open to the re- 
ceiver’s point of view.

The problem is that if the relationship 
between the board and the chief execu-
tive has already broken down, it is very 
difficult to establish these conditions. 
So it is important to create the right 

relationship from the start: the chief 
executive must feel secure enough to 
listen to what the board is saying; the 
board must challenge the chief execu-
tive when necessary.

Replacing a chief executive is a 
costly process for businesses, as recent 
high-profile cases have shown. The 
chances of avoiding these failures can 
be enhanced if boards strike the right 
balance between supporting CEOs and 
challenging them. The chief executive’s 
job is one of the loneliest roles in busi-
ness, so boards must not just evaluate 
their performance but also help them to 
avoid mistakes and improve.

Jean-François Manzoni  is Professor of 
Management Practice at INSEAD, where he 
holds the INSEAD Chair in Leadership and 
Organizational Development and is Director 
of the Global Leadership Center. His research, 
teaching and consulting activities are focused 
on leadership and the management of change at 
the individual and organisational levels. He co-
authored an award-winning book entitled The Set-
Up to Fail Syndrome: How Good Managers Cause Great 
People to Fail with Jean-Louis Barsoux.
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The question of succession in family-owned businesses is one that 
has challenged many entrepreneurs. It can cause deep rifts within 
families, and may lead to problems if the next generation lack the 
founder’s skills or entrepreneurial spirit. As the years go by, demands 
by children and grandchildren to take control of their share of the 
family wealth can weaken the business.

But for Peter Pohlmann, creator of a furniture retailing 
empire that spans Europe, the question of how his business 
could be divided between his children was the wrong one. He 
wanted it to have an existence independent of his family, so 
he placed control of the business with two foundations.

While his three children are on the board, they are 
not free to sell the companies or to draw more than a 
specified share of the profits. Nor do they have any opera-
tional responsibilities: the chief executive is a manager he 
recruited while still running the business—one whom he 
describes as the best in the industry.

‘My father was general manager at C&A Brinninkmeyer, 
and he told me that a company was not your property but 
your duty,’ he says. ‘So I never wanted to create a family 
company—I was interested in building a company. I there-
fore decided to separate the business from the family, leav-
ing the children free to decide what they wanted to do.’

Mr Pohlmann’s entrepreneurial activities started in a 
modest way when he was working as sales director of a carpet 
company in Bergkamen, near Dortmund in the Ruhr, Ger- 
many’s industrial heartland. The owner had no children and 
wanted to retire, but he suggested that Mr Pohlmann should 
start his own business and gave him some financial support. 
So it was that in 1979, Quadro began importing home textiles 
from Turkey, Morocco and other countries.

The customers were discount retailers such as Aldi, but 
in 1981 he moved into retailing when he acquired a carpet 

The furniture retailing entrepreneur

Peter Pohlmann
The founder of a German discount furniture chain with 

interests across Europe has handed ownership of his 
businesses to two foundations. While his three children  

are on the board, the group’s structure is designed to ensure its 
continuing prosperous existence independent of the family

company’s factory outlet. After a few years, however, one of 
his banks told him that the business was not sustainable, 
because it was relying on exceptional growth rates, and it 
was entirely dependent on him.

‘I took one week to take a decision, and decided to 
concentrate on retailing,’ says Mr Pohlmann. ‘I am a market-
ing specialist by training and retailing was what I was made 
for. I also decided to focus on discount retailing, because 
I like meeting the needs of customers with less money  
to spend.’

He sold Quadro, and in 1989 started to sell furniture, 
initially in partnership with people who knew the busi-
ness. The company was called Poco—Pohlman & Co—and it 
now has 96 stores throughout Germany, instantly recognis-
able by the bright red and yellow branding of their ware-
house outlets. It has since expanded in partnership with 
other entrepreneurs to become the second largest furniture 
retailer in Europe, after IKEA, with turnover of €1 billion a 
year. And the South African store chain he helped restruc-
ture became Africa’s largest before he sold his stake.

‘I decided to separate the business  
from the family, leaving the children free 

to decide what they wanted to do’

Securing the future of his business was always a priority. 
Discussions with Reinhard Mohn, the entrepreneur who 
had turned Bertelsmann into the world’s sixth largest media 
conglomerate, convinced him that a foundation would be 
the best way to achieve that aim. He created a board whose 
members were all from the younger generation, and he 
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excluded friends, consultants, bankers and suppliers because 
he wanted impartial advice.

‘The three members helped build up the company, and I 
wanted the board to be my successor in running the found- 
ation. But I realised it was not a good idea, because they had 
senior jobs in big companies which were their priority. And 
one wanted shares in Poco, which would create difficulties 
if it was owned by a foundation.’

He wanted to create a foundation  
but was not happy with making the  

board its controller

The question came to a head when Poco bought Lipo, a 
Swiss furniture chain, in 2004. A lawyer asked Mr Pohl-
mann how he planned to manage the succession. He 
explained that he wanted to create a foundation but was 
not happy with making the board its controller. The lawyer 
asked what his three children did.

‘I said that they had been educated better than their parents—
they had studied in the USA and Sweden and had degrees. I 
told him I was very proud of them, because they were modest 
and thoughtful individuals who had their own careers. In 
that case, he said, why didn’t I give control to the children.’

The lawyer also suggested that the children should 
be asked to help in drawing up the contract that would 
create the foundation. After discussing the challenges 
of running a family company with the leaders of other 
family-controlled businesses such as Pictet and C&A, they 
produced a draft which Mr Pohlmann felt was just right.

On the advice of another lawyer, he settled on a two-
foundation structure for the family business:

• The charitable Peter Pohlmann Foundation owns 95 per 
cent of the equity in the business and 5 per cent of the 
voting rights

• The Tri-Pos Family Foundation has 95 per cent of the voting 
rights and 5 per cent of the equity.

All the Pohlmann business interests are owned by a hold-
ing company called Tri-Pos group. The three children each 
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earn a modest salary for their board duties and each receives 
10 per cent of the group’s profits. Another 20 per cent of 
the profits is put in a fund which would provide money if 
any of them decided to leave the board, and the remaining  
50 per cent is invested in the business.

The children have strict limits on their activities, 
however. They can each nominate only one successor. ‘Each 
child can nominate only one successor,’ says Mr Pohlmann, 
‘because I didn’t want the board to become too big. If the 
family is to care for the company, it is better if there is just a 
small group of decision-makers.’

Even once they nominate a successor, the final decision 
over their replacements will always lie with the indepen- 
dent members of the foundation’s board. They also have the 
final say on any changes to the foundation’s contract and 
on whether to sell shares in the holding company. ‘I didn’t 
want the family members to be able to agree together to 
change everything.’

All three of his children continue with their own careers. 
His 37-year-old son and 35-year-old daughter both studied 
economics and are in retailing, having founded their own 
company. The younger daughter is a graduate in digital 
film studies and works for a marketing business. ‘They have 
different and complementary skills,’ says Mr Pohlmann, 
‘and I am very pleased with how it has worked out.’

He withdrew from operational involvement in Poco 
eight years ago, handing over running the business 
entirely to professional managers. Today he continues to 
develop other retailing interests around the world, almost  
invariably with a partner whose strengths compensate for 
his weaknesses.

One is James Moore, a British entrepreneur with whom 
he first worked when advising Relyant Retail, the South 
African retail chain which had sought his advice on restruc-
turing. ‘James is the opposite of me,’ he says. ‘He is good 
with figures, contracts, due diligence and negotiations.’

If the family is to care for  
the company, it is better if there is just  

a small group of decision-makers

He also works closely with Bruno Steinhoff, another 
German furniture entrepreneur whose worldwide inter-
ests recently expanded when he acquired Conforama, the 
French chain operating in seven European countries. It was 
Mr Steinhoff who introduced Mr Pohlmann to the South 
African market and together they have made acquisitions 
across Europe with the aim of becoming the continent’s 
biggest discount furniture retailer.

Mr Pohlmann has also become increasingly involved 
in Witten/Herdecke University, Germany’s oldest private 
university located south of Dortmund. Its specialist  

Peter Pohlmann’s succession Planning structure

TriPos Family Foundation
Capital: €30,000
Stake in TriPos Group: 5%
Share of votes in TriPos Group: 95%
Director: Peter Pohlmann 
 

TriPoS GrouP
Capital: €10 million
Largest asset: Poco
Directors: Peter Pohlmann,  
Niko Pohlmann, Mali Pohlmann,  
Bele Pohlmann 
 

95% of the shares 
5% of the voting rights 

5% of the shares 
95% of the voting rights 

Peter Pohlmann Charitable Foundation
Capital: €2 million
Stake in TriPos Group: 95%
Share of votes in TriPos Group: 5%
Director: Ines Pohlmann 
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disciplines include economics and business, and it has 
research programmes into what makes private and family 
companies succeed.

One reason why he is so committed to Witten/Herdecke 
is that it is prepared to admit students who have not achieved 
good results in school. ‘We are looking for people who are 
engaged and who will bring something to the university—not 
just people whose parents are very rich.’

This is part of Mr Pohlmann’s commitment to extend-
ing opportunities to people who have not had the same 
opportunities as others. In many cases, these are immi-
grants and their children whose command of German is 
poor and who fall behind at school. He is on the board of 
an organisation called Chancenwerk, which was founded 
by a young Turkish man to teach such children—it has  
29 schools and the aim is to extend its reach over the whole 
of the country.

Despite the enormous expansion of his interests, 
however, Mr Pohlmann remains deeply attached to the 
discount segment of the retail industry where he started. 
When building Poco, he always asked his staff to bear in 
mind what he called ‘the Pocowskys’, conservative low-
income consumers whose family roots were often in  
Eastern Europe. For Lipo, it is the Lipovitches, since there 
are many Swiss customers who originally came from the 
former Yugoslavia.

‘Customers don’t change as much as we often think: 
The net income of the Pocowskys has not grown in the  
last ten years, and they need affordable furniture and 
furnishings. If you concentrate on your customer, business 
is much easier.’

‘I am very happy with our  
foundation model. The family  

can continue to own it,  
though they cannot sell it’

And it is the ability of family companies to focus on cus- 
tomers rather than shareholders that he sees as a great 
source of competitive advantage. ‘In family companies, we 
think for generations. We can’t take out the money and we 
are not required to pay dividends.

‘I am very happy with our foundation model for secur-
ing the future of this business. The family can continue  
to own it, though they cannot sell it. And it is easier  
for them to make long-term decisions if they are not work-
ing in it.

‘If a family member does want to join the company, they 
will be very welcome to apply like anyone else. But they 
have no right to work in the business, because the board 
will always select the best candidate for the job.’

Peter Pohlmann’s tips on managing a family business

•  Follow your dreams. As Steve Jobs, the founder of Apple, told 
students at Stanford University in 2005, find out what it is that you 
love to do—and then do it.

•  Work on your strengths—don’t do what many people do, which is 
to try to improve your weaknesses.

•  Find a good partner to fill the gaps in your strengths—someone 
whose strengths compensate for your weaknesses.

•  Work hard, which is not difficult if you love what you are doing.

•  Ask yourself what your destination in life is. It is important 
to find a sense in your life—and if everything is fine in your fami-
ly and your business, you should help people who are in a worse 
position than you.
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Some say it is the best football club in the world. It boasts the best 
player in the world in Lionel Messi. Its net income has risen five-
fold to €500 millions over the last decade, making it the world’s 
second highest grossing football club. Its staff has doubled to about 
500 employees. Futbol Club Barcelona—known as Barça to its fans—
combines sporting and business success to a remarkable degree.

Yet as Barcelona’s slogan says: ‘més que un club’—more than a 
club. Rather than being bankrolled by a single owner, Barça 
is owned by 180,000 of its fans who elect the senior manage-
ment every six years. And that, according to Javier Faus, the 
club’s economic vice-president, is behind its success, creating 
distinctive arrangements in four aspects: governance, separa-
tion of powers, quality of execution and social responsibility.

A different perspective

More than a club—but also more than a business
FC Barcelona’s economic vice-president Javier Faus says  

that the club’s success on the pitch and financial strength  
reflect its unusual ownership arrangements
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Governance

The ownership arrangements for the 
club are unusual by most standards. The 
180,000 members—known as socios—pay 
a subscription of around €130 a year. 
They elect the board, and they can also be 
selected by lottery to join the 4,000 socios 
invited to attend the annual general 
assembly that approves the budget and 
takes other important decisions.

‘The board can fire the coach, buy 
and sell players and rebuild the stadium, 
but we pass very big issues on to the 
general assembly,’ says Mr Faus. ‘This 
September it voted to ban smoking in 
the stadium and endorsed the club’s 
€171 million sponsorship deal with the 
Qatar Foundation that will put the logos 
on players’ shirts for the first time.’

Elections for the board of 20 involve 
choosing between slates of candi-
dates, headed by the candidate who 

is running as President. The 19 other 
posts include four vice-presidents, and 
Mr Faus is vice-president for Economic 
Interests, overseeing the club’s finances, 
marketing, sponsorships, TV rights, 
stadium and all other finance-related 
activities. The other three are a sports 
VP who interacts with the manager and 
sporting staff, a social VP who coordi-
nates activities for the socios and the 
three million fans around the world, 
and an institutional VP who assists the 
President with his ceremonial duties.

‘The board tries to operate as a 
consensus,’ says Mr Faus. ‘We are, 
after all, a social entity, not an ordi-
nary corporation. We don’t believe that 
the organisation can grow if there is 
continuous confrontation. On 90 per 
cent of decisions, there is no vote, and 
on the remaining 10 per cent, solidar-
ity with the majority is the rule.

‘Being on the board is like run- 
ning a government: the President is 

constantly under the media spotlight. 
There are four radio and two TV one-
hour daily programmes dealing only 
with Barça issues—and our fans do not 
always understand that we must use 
our cash-flow to reduce the debt and 
improve our solvency.

‘Being on the board is like 
running a government: 

the President is constantly 
under the media spotlight’

‘We want to act professionally and 
create a global brand but we also have 
duties to stay local and close to our fans, 
giving back to the community. It’s a 
tricky balancing act—if you break the 
harmony of this club, you damage it.

‘As with governments, debt is on 
the agenda—though most socios still 

 14 
pictet report | winter 2012

focus on boards



a different perspective 

think we can live with it. Our chal-
lenge is to change that culture because 
we need to invest in real estate through 
our new stadium and our current debt 
level won’t allow this. And the paradox 
is that the more we reduce the debt the 
less likely we are to be re-elected!’

Separation of powers

‘Success on the pitch is defined off the 
pitch,’ says Mr Faus who attributes 
much of the recent success of the club 
to the division of the club’s activities 
into three businesses: the iconic First 
Team unit, the Youth Programme and 
the Corporate division.

The First Team unit brings 
together the 22 players and 25 support 
staff such as trainers, doctors and press 
officers under the leadership of the 
coach Josep Guardiola, who acts as 
CEO for the unit. ‘The First Team is 
like a company within the company, 
with extensive autonomy. The coach 
decides who plays, which trainers to 
employ, what the team will wear and 
even the travel arrangements. Mr 
Guardiola deals with sporting and 
non-sporting issues and neither the 
board nor the general manager have 
much influence.

The mission of the youth 
programme is to bring one 
or two players into the first 

team each year 

‘The coach has an annual operating 
budget, but doesn’t set the players’ 
salaries or decide how much the club 
will pay to buy players—both of these 
are left to the board. But this organisa-
tional structure effectively separates the 
locker room from the rest of the organi-
sation, and contributes to our success.’

Another part of the organisation is 
the Youth Programme, which differ-
entiates Barça from its great rival Real 
Madrid and most British clubs. More 

than 30 teams of players between the 
ages of six and 18 are trained under a 
former player who acts as chief execu-
tive of what is effectively an incubator 
of talent.

‘Seven or more of the 11 players on 
the field in each match will have come 
up through the Youth Programme,’ 
says Mr Faus. ‘With a budget of 
€20 million a year, the mission is to 
bring one or two players into the first 
team each year—the latest are Thiago 
Alcântara and Andreu Fontàs. Other 
graduates of the programme include 
Messi and Iniesta.

‘We sometimes lend or sell play-
ers who are not needed to other 
clubs, which cuts the net cost of the 
programme to around €12 million a 
year. But in the choice between buying 
talent or growing it in-house, we have 
chosen the latter. Our long-term objec-
tive is to increase revenues from this 
unit to make it self-sustainable. And the 

bonus is that the guys who have come 
up through the Youth Programme  
aren’t just playing for Barça—they are 
Barça fans, such as Fàbregas, trained 
in Barcelona and returning to the club 
after eight years with Arsenal.’

Another advantage of incubating 
talent is that it produces a strong team 
culture. ‘We are very strict on values,’ 
says Mr Faus. ‘They play in a similar 
way because they trained together. But 
we are also flexible enough to accept 
other talents such as Samuel Eto’o. He 
was a much more energetic character 
who played an essential role for five 
seasons. Talent can come from differ-
ent sources.’

The biggest part of FC Barcelona is 
the Corporate division which Mr Faus 
has overseen since his election to the 
board in 2010. It employs more than 
half the club’s non-sporting staff, and 
is responsible for over 80 per cent of  
its revenues.
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Quality of execution

Mr Faus says that the legendary club 
has not always been so successful.

‘In the 30 years between 1960 and 
1990, we won the Spanish league only 
twice. The fans stayed loyal and the 
stadium was always full, but the brand 
didn’t grow. Since 1990, however—and 
this followed the introduction of our 
new governance structure—we have been 
top of the Spanish league 12 times and 
won the European Champions League 
four times. We have grown into a global 
brand along with Real Madrid and 
Manchester United, and we are battling 
with Manchester for the top slot.’

Mr Faus’s financial priority is to 
reduce the net debt, which had reached 
€400 million by 2010. It has now fallen 
to just over €350 million, and the target 
is for it to be €150 million by 2015, which 
would represent 1.5 times EBITdA.

The club’s ambition 
is to become a global 

entertainment brand

‘At the same time, we need to go on 
investing in players, and we spend 
around €50 million a year on this. 
Even with a good team, we have to feed 
success by investing in new faces all 
the time.’

Mr Faus says the club’s ambition 
is to become a global entertainment 
brand. While maintaining the Catalan 
roots and values, he can see opportuni-
ties for the largest football clubs such 
as Barça to expand into other forms 
of entertainment, as US sports organi-
sations have done. But he thinks the 
scope is more limited than in basket-
ball or baseball: ‘In fans’ heads, foot-
ball is a much more serious sport here 
than in the USA. When you come to a 
football match, your team either wins 
or loses—you rarely come for entertain-
ment regardless of the result. On the 
upside, football fans here are much 
more passionate about their teams.’

The big challenge now facing Barcelona 
is the need to replace the 60-year-old 
stadium within the next 20 years—either 
by building a new one or, most probably, 
by refurbishing Camp Nou. ‘That is why 
we are reducing our debt,’ says Mr Faus. 
‘We need a modern stadium such as 
Arsenal’s Emirates or Bayern Munich’s 
Allianz Arena.’

Social responsibility

‘Més que un club’ means that Barça tries 
to be in tune with the concerns of its 
fans. The model is one that British 
teams would like to copy—to be owned 
by the fans. But it has a cost: any enter-
tainment company would use supply 
and demand to set the price of tick-
ets. ‘We don’t do this,’ says Mr Faus, 
‘because we want to give access to all of 
our fans and not just some of them.’

Camp Nou can seat 96,000 specta-
tors, but only 80,000 season tickets are 
sold each year since the league imposes 
quotas of seats that must be on sale for 
each game. So socios without a season 
ticket get priority for buying tickets 
for away games and enjoy all the other 
rights of membership. 

‘Season tickets and social 
memberships generate revenues of  
€50 million, a mere 10 per cent of reve-
nue. This is three times lower than 
the revenues for English teams, but it 
keeps us close to the hearts of our three 
millions fans worldwide.’

‘We pay €1.5 million a  
year to Unicef, to give  

Barça the unique right to 
display the organisation’s 

logo on its shirts’

Another drain on resources is the 
bulging portfolio of activities in non-
football sports—the largest in the 
world. At a net cost of €40 million a 
year, they include basketball, handball, 

volleyball, hockey, ice-hockey, futsal 
(small football) and athletics.

‘We could buy two players a year 
for the money. Other football clubs 
don’t have this cost, and we want to 
cap the budget at 5 per cent of revenue, 
half the present percentage. But if the 
club grows, the budget will also grow—
even though the proportion is lower.’

The club also donates 0.7 per cent  
of its income to the FC Barcelona 
Foundation which focuses on chil-
dren’s issues such as control of malaria, 
polio vaccination and support for chil-
dren living in difficult neighbour-
hoods closer to home. ‘We pay €1.5 
million a year to Unicef, to give Barça 
the unique right to display the organi-
sation’s logo on its shirts.’

Mr Faus is proud of what the club 
has achieved in recent years, setting 
new records on the pitch almost on a 
weekly basis. ‘We have taken leader-
ship in Spain from Real Madrid, and 
we are on our way to become number 
one globally.’

We won’t always win, so our chal-
lenge is to make our model sustainable 
in the ups and downs, even though for 
FC Barcelona there is only one way: up!

Javier Faus is Vice-President for Economic Interests 
and Strategy at FC Barcelona, overseeing the club’s 
finances, sponsorships, TV rights, stadium and 
other finance-related activities. Aside from the 
club’s activities, Mr. Faus is Chairman & CEO of 
Meridia Capital, a private equity fund management 
firm that invests in premium urban hotel real 
estate globally. He is also a member of the board 
of directors of Spanish publicly-traded company 
Colonial. Mr Faus holds a law degree from 
Universidad Autónoma de Barcelona, a Masters 
in International Law from Georgetown University 
and an MBA from ESAdE Business School.
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There was a time when family businesses were unfashionable in 
France, according to Fabrice Walewski, but increasingly that is no 
longer the case. Globalisation has demonstrated the strengths of 
family-controlled companies such as Touax, the business founded 
158 years ago by his great-great-grandfather.

‘The most successful companies in emerging markets such 
as China, India and the Middle East are family compa-
nies,’ he says, ‘and it is the way to do business worldwide. 
Customers like dealing with family companies, because 
they know that they will develop long-term relationships.

‘It’s also a plus for banks and investors because the 
family’s interest is aligned with theirs. And as the financial 
crisis demonstrated, the long-term view taken by family 
companies increases their resilience, because they are less 
likely to go for quick and easy profits.’

Customers like dealing with  
family companies, because they will 

develop long-term relationships

The youthful Mr Walewski and his elder brother Raphaël are 
the managing partners of Touax, which was founded in 1853 
during the reign of Napoleon III. The Compagnie de Touage 
de la Basse Seine et de l’Oise (CBSO) was given a government 
licence to tow barges carrying bulk goods such as coal, iron 
ore and grain on the rivers of France. Barges which had previ-
ously been horse-drawn were now towed by steam engines 
which pulled on chains running along the beds of water-
ways—competing with the railways.

In 1898, CBSO merged with another barge-towing busi-

The corporate leasing entrepreneurs

Fabrice and Raphaël Walewski
A family business which began by towing barges on 

French waterways in the mid-19th century is now a global 
company, leasing shipping containers, freight railcars, 

modular buildings and river barges across five continents.   
It remains family-controlled with a management  

committee that includes two non-family members

ness to create Touax, becoming a public company listed on 
the Paris Bourse in 1906 to raise funds for new boats on the 
Seine. At the time, the founder—Léon Molinos—had inter-
ests in many businesses, and owned only around 2 per cent 
of Touax shares. But when his son-in-law André Walewski 
took over the company in 1911, he increased the family stake 
to around 10 per cent of the equity.

André was succeeded by his son Antoine, who also had 
other interests in the steel industry. But when Fabrice’s 
father Alexandre took over the business in 1977, he became 
the first family member to work exclusively for Touax—and 
one who had had a business and technical education. With 
river freight in long-term decline since the 1920s, he refo-
cused the business on leasing freight railcars, modular 
buildings, shipping containers and river barges.

‘Our first expansion into railcars was in 1955, as 
a passive investment managed by SNCF,’ says Fabrice 
Walewski. ‘But in 1998 we became a direct lessor with 500 
railcars, and we now own more than 8,500. We are the 
number two railcar leasing company in Europe for inter-
modal wagons.’

The modular buildings business was launched in 1973, 
and has also become Europe’s second largest supplier with 
48,000 units. Its 5,000 clients include building contractors 
requiring site offices, industrial companies needing room 
to expand and local authorities providing accommodation 
and public service buildings.

Shipping containers followed in 1985. In 1995 the 
company had fewer than 10,000 containers on lease but it 
now owns almost half a million, making it number one in 
Europe and number eight worldwide. It supplies 125 ship-
ping lines, including the 25 largest worldwide.

As for river barges, the company rents them to large 
industrial companies for use on rivers such as the Rhine 
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Fabrice Walewski’s tips on managing a family business

•  Gathering the best people around you is the number one  
priority. Make sure they are incentivised to align them with the 
interests of the owners.

• Select businesses where you can grow between 10 and 20 per 
cent a year. Developing a new idea, product or market is more likely 
to be successful if the business is growing strongly.

• Secure long-term financing—the ability to take a long-term view  
is a source of competitive advantage for family-controlled companies. 

• Diversify—customers, activities, markets and assets. You never 
know which of your business lines will do well and which will  
not, and if one customer is more than 20 per cent of the business, 
that is too risky.

and the Danube, making it the European leader in dry 
bulk barges. But it has also expanded into the Americas on 
rivers such as the Mississippi and the Paraná Paraguay, and 
expects much more growth abroad as companies seek cost-
effective and more eco-friendly forms of transport.

‘We strongly believe in hard assets, 
especially in these highly volatile times’ 

Fabrice and Raphaël, who both have business qualifica-
tions, began working for Touax under their father in 1989 
and 1990, taking over joint management of the company in 
1998. By that time, the family had acquired the majority of 
the company’s shares, and in 2005 it was reorganised as a 
limited partnership by shares, which has allowed Touax to 
raise more capital without the family losing control.

‘The logic behind our business model is that we only 
buy assets,’ says Fabrice Walewski. ‘We strongly believe in 
hard assets, especially in these highly volatile times—we 
don’t buy financial assets that we don’t understand.

‘Tangible assets are a perfect hedge against inflation, 
since their value increases when prices rise. And there are 
no problems with valuation of goodwill, because you own 
a physical asset.

‘As these assets are mobile, they can be moved around 
the world–so we are not reliant on one geographical 
market. If the market for railcars collapses in France, I can 
move them to Germany.

‘We also invest in long-life assets that will last 15 to 50 
years, which gives them a very similar profile to real estate. 
Unlike lessors of computers, for example, we earn recurrent 
revenues over the longer term with the same asset.

‘As these assets are mobile, they can be 
moved around the world–so we are not 

reliant on one geographical market’

‘And we choose sectors where there are many potential 
customers. Because they are standardised assets that can be 
used in many countries, they have high residual values.’

Mr Walewski says that these characteristics are ideal for 
a company which is controlled by a family—it is a cautious 
investment strategy. Around 95 per cent of the Touax balance 
sheet is made up of assets, and the company manages around 
€1.4 billion of assets of which €500 million are owned by it 
and the remaining €900 million by third parties.

In most cases, Touax buys the assets it rents out from 
third party manufacturers. But it assembles its own modular 
buildings in two factories, in France and the Czech Republic. 
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That makes it easier to keep up with tougher safety and envir- 
onmental standards—Touax buildings have lower-than-aver-
age carbon emissions.

In addition to its product diversification, Touax diversi-
fies its financing arrangements. ‘As a highly capital-intensive 
business, we use all sources of finance. We cannot rely only on 
banks, or equity investors, or third-party investors.

‘When we meet a new customer, we may have to invest 
€10 million to buy the equipment we will rent to them. As a 
listed company, we have raised around €100 million on the 
stock exchange through bond or equity issuance over the 
past ten years.

‘We work closely with some 20 banking partners who 
like doing business with us as they are not only lending to 
a company with a family behind it, but they are lending 
also against hard assets—they have double protection. When 
there were a lot of pressures on banks in 2009, they refoc- 
used away from financial assets towards tangible assets, so 
we did not suffer from the credit crunch.’

Fabrice was the youngest of three brothers. The oldest 
decided not to work for the family business and joined an 
IT company where he has been very successful. Raphaël 
decided he wanted to join Touax but first worked for a year 
as a stockbroker in Paris and New York. Fabrice also worked 
elsewhere, for a consultancy in Brussels for two years, 
before joining the family company in 1991.

Managers like the long-term  
perspective that family control  

brings to a business

‘My father and my brother asked me to work for the 
company. I had wanted to learn to fly first, and having 
done that I was ready to join it. My father’s ambition was to 
expand the company and he was very pleased that two of his 
sons were prepared to continue the story.’

The two brothers each have three daughters and a son—
Fabrice’s oldest daughter is 18 and his son is seven. Does he 
hope they will join Touax eventually?

‘Everything is possible, everything is open. We try 
to share with the children at the right age stories about 
the company, but there is plenty of time. If they like the 
company, I would be happy if they got involved. But  
I would also be happy if they decided to do something else. 
The number one priority should be that either they create 
something of their own, or that they develop the group.

‘With 750 employees and a global business, it is import- 
ant for a company of this size to have people who are  
well-educated and experienced. I would need to be sure 
that if one of my children wanted to join the company, they 
were ready for the responsibility.’

Meanwhile, there is no shortage of well-qualified staff 

who wish to work for a family company such as Touax. 
Managers who have experienced the short-termism 
common in many listed companies like the long-term 
perspective that family control brings to a business.

Although they cannot become owners of the company, 
Touax goes to great lengths to ensure that the interests of 
their managers are aligned with the family’s. ‘We pay them 
bonuses and issue stock warrants at both the group and 
operating company levels. If the stock price increases and 
the business grows, our managers directly participate in the 
success of the company.’

The four-man management committee includes two 
non-family members in addition to the two brothers. 
Raphaël handles the modular building and barge busi-
nesses day-to-day, while Fabrice is responsible for the 
container and railcar operations.

But the brothers work closely together. ‘We have four 
eyes and four ears between us,’ says Fabrice. ‘We share all 
the decisions.’

The four-man management committee 
includes two non-family members  

in addition to the two brothers

As for the future, the priority is to expand internationally 
over the next five years in the four segments into which 
their father diversified. The big challenge is in the fast-
growing markets in Asia, and the group already has offices 
in Singapore and Hong Kong, as well as agencies in Seoul, 
Chennai, Taipei and Tokyo.

‘The container business already has 45 per cent of its 
customers in Asia, but the presence of our other businesses 
in emerging markets is not that big. We believe the interna-
tional expansion is not over yet.’
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The Renaissance  
art expert

The  
appliance  
of science  

to art
Engineer Maurizio Seracini 
uses 21st century scientific 

techniques to analyse  
the history, provenance and  

dating of paintings by  
Old Masters, revolutionising 

our understanding of  
great works of art

Maurizio Seracini  
PROfESSOR Of EnginEERing and 

diREcTOR Of ThE cEnTER  
Of inTERdiSciPlinaRy SciEncE 

fOR aRT,  aRchiTEcTuRE and 
aRchaEOlOgy aT ThE univERSiTy  

Of califORnia, San diEgO

Famous paintings by artists such as 
Raphael, Leonardo da Vinci and Caravaggio 
are iconic images, recognised and loved by 
people all over the world. Yet everything is 
not always as it seems when it comes to Old 
Masters, according to Maurizio Seracini. His 
research institute has exposed forgeries and 
uncovered hidden treasures in an art market 
that has ignored the potential of the latest 
technology to shed light on the true nature 
of our cultural heritage and the value of 
private art collections.

Prof Seracini’s revolutionary approach 
reflects an education which is unusual 
in the art world: he studied engineer-
ing sciences at university, focusing on 
medical applications. But his minor 
subject was art history, and he went on 
to found the first organisation in the 
world to apply scientific techniques in 
the cultural heritage field.

a unique database

his diagnostic centre for artistic and 
architectural Works in the elegant 
14th century Palazzo canegiani in 
florence houses an impressive collec-
tion of electronic equipment that can 
analyse what lies beneath the surface 
of paintings and shed light on their 
provenance. it also has a unique data-
base containing the records of his 
research into 2,600 masterpieces, 
including 33 Raphaels as well as many 
others by the finest Old Masters.

in an office where he is watched 
over by a ceiling fresco depicting venus 
and cupid, Prof Seracini says that 
many in the art world prefer to ignore 
his diagnostic methods. he recognises 
that substantial vested interests are 
tied up in valuable works of art, with 
potentially huge amounts at stake 
if their attributions should be ques-
tioned. But he professes amazement 
that at times when people are turning 
to alternative asset classes, investors 
are prepared to spend enormous sums 
to buy paintings solely authenticated 
by the opinion of scholars, dealers and 
auction houses, not corresponding to 
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systematic verifications in other alter-
native asset classes.

‘Big collectors will normally go 
through everything in the books 
before parting with even a modest 
sum for any other investment. But 
they will sign a cheque for millions to 
buy a work of art without carrying out 
quite simple tests to check whether it 
is a fake or just a painting by a follower 
of the artist. and they will accept a 
report that a painting is in good condi-
tion which has been prepared after an 
inspection that may at best involve 
only a few minutes scrutiny under 
ultra-violet light.

Investors are prepared to 
spend enormous sums 
to buy paintings solely 

authenticated by the 
opinion of scholars, dealers 

and auction houses

‘a good restorer can hide anything 
that might be seen with an ultra-violet 
light—there are far more effective tech-
nologies for examining paintings 
and finding out how much has been 
repainted. and a proper scientific ana- 
lysis can investigate whether the mate-
rials and the techniques are those that 
you would expect from a work of art 
of that attribution by comparing them 
with analyses of paintings by the same 
artist or works of the same period in 
our database.

‘What you see is not necessarily 
what you get,’ he adds.

analysing the materials

Prof Seracini can never attribute a paint-
ing to an artist, of course, but he can 
show whether it was painted during 
the lifetime of the artist and in his style. 
X-rays reveal whether a painter has used 
egg tempura or oil paints, for example. 
infra-red analysis will identify when 

lapis lazuli is the pigment in blue areas 
of a painting and vermilion the pigment 
in red areas. findings like this can indi-
cate when the painting was completed 
and whether it used materials available 
to the artist, especially when they can 
be compared to other paintings in Prof 
Seracini’s database.

Such methods can uncover fakes 
painted with materials not available at 
the time or by methods not used by the 
artist. They can also reveal substantial 
alterations—pentimenti—made long after 
the artist was dead.

‘Most investors buy works of art 
which they think will grow in value. 
But the seller will offer no guarantees 
that they are genuine, so a systematic 

appraisal using the latest techniques 
is needed to ensure that the invest-
ment is worth making. yet even after 
the financial crisis when many invest-
ments turned out to be worthless or 
worth much less than their face value, 
most do not ask for this scientific veri-
fication of a painting’s attribution.’

Prof Seracini has analysed works of 
art in many italian state-owned mus- 
eums, including paintings by Raphael, 
caravaggio and leonardo, as well as 
Michelangelo’s Statue of David. To illus-
trate what can be learnt by using scien-
tific techniques, he demonstrates the 
results of a study of Raphael’s Lady with 
a Unicorn in Rome’s galleria Borghese. 
his scientific techniques reveal that 
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there was no unicorn in the original 
version of the painting, though a dog 
and other features were added by a 
second artist. The unicorn was painted 
on top of the dog in a later phase, and 
then concealed in the 17th century when 
the painting was transformed into a 
portrait of St catherine. it was only in 
1935 that the unicorn re-appeared when 
the painting was restored.

‘A systematic appraisal 
using the latest techniques 
is needed to ensure that the 

investment is worth making’

his techniques do not just challenge 
the attribution of Old Masters: they 
can also confirm them. a good example 
is an unsigned painting thought to be 
by Otto Marseus, a dutch Baroque era 
artist whose subjects often included 
snakes and lizards in images of death. 
Prof Seracini used an infra-red camera 
to reveal that there was writing under-
neath the painting saying that it was 
indeed by Marseus and even giving the 
date when it was painted.

Beneath the surface

investigations using his diagnostic 
techniques can add greatly to under-
standing of works of art. a six-month 
study of leonardo’s Adoration of the Magi 
in the uffizi gallery has uncovered 
many different sketches underneath 
the painting, including building activ-
ity, an elephant, fierce fighting and dead 
bodies. he believes that much of this was 
whitewashed over and that the colour 
seen on the surface of the painting was 
added later by another artist.

‘These sketches have not been 
seen for more than 500 years,’ says  
Prof Seracini proudly. ‘Beneath the 
finished painting is the biggest collec-
tion of portraits by leonardo ever seen. 
i think these images should be shown 
to the world.’

Maurizio Seracini’s advice to art collectors

approach a work of art as a surgeon would a patient:

•  First carry out diagnostic imaging—X-rays and the like

•  Second, follow this up with analytical diagnostics to investigate more deeply

•  Then blend the results from both together to produce the facts about when,  
with what and how the work of art was created.

Once you have that information, you have a warranty for your investment.  
anything else is just opinion.
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he believes that leonardo recycled 
the sketches of fighting in his Battle 
of Anghiari, an enormous painting in 
florence’s Palazzo vecchio that dis- 
appeared a few decades after its comple-
tion. a drawing of the painting before 
it vanished, done by an anonymous 
Xvi century artist and later reworked 
by Rubens, is very similar to the battle 
sketches hidden under the adoration 
of the Magi. Prof Seracini’s thesis is  
that leonardo’s painting is still in 
the hall of the five hundred, hidden 
behind a later mural painting by vasari.

Leonardo’s painting  
may still be in the Hall of 

the Five Hundred, hidden 
behind a later mural 

painting by Vasari

The possibility that the leonardo is still 
there is hinted at by the words ‘Cerca 
trova’ (‘he who seeks finds’) on a flag 
on the vasari mural 12 metres above 
the ground—almost invisible to people 
in the hall. using new scanning tech-
niques, Prof Seracini found evidence 
that vasari, while building a new wall 
for his mural over leonardo’s Battle of 
Anghiari, left a small air gap to protect 
it. his investigations continue with the 
support of the national geographic 
Society and the results will be revealed 
in the upcoming months.

diagnostic techniques

These potentially revolutionary find-
ings have been uncovered using the 
diagnostic techniques developed since 
he founded EdiTech. They include 
X-ray imaging, infra-red and ultra-
violet photography, optical and elec-
tron microscopy, mass spectrometry, 
radiocarbon analysis and even endos-
copy to see into small spaces. The 
files of his investigations that line the 
walls of his laboratories contain 13,000 

X-rays alone—the biggest collection in 
the art world.

all of the equipment is portable, 
and can be set up in private homes, 
galleries or even bank vaults. The 
owner does not have to incur trans-
port and insurance costs by shipping 
a painting to florence, and can hear 
Prof Seracini’s immediate impressions 
during his visit–for example, before 
bidding at an auction.

at least one day and preferably two 
or three are needed, with a maximum 
of five days on site for a full follow-
up investigation which might take a 
month to complete.

Prof Seracini admits that his opera-
tion is still on a relatively small scale, 
but it can draw on additional resources 
through his partnership with the 
university of california, San diego 
where he is director of the center of 
interdisciplinary Science for art, archi-
tecture and archaeology. he is also very 
excited that a second research centre will 
open in florence by the end of 2011, in 
the former home of amerigo vespucci.

But the problem still remains that 
many owners and most people in the 
art market are reluctant to let him 
apply his techniques to their master-
pieces. ‘access is a big challenge, and it’s 
very hard to get through stone walls. 
Owners have concerns about the impact 
of these techniques on their paint-
ings—they want to make sure we are not 
going to do any damage. But they also 
wonder why they need us and what we 
can tell them that they don’t already 
know or can’t find out for themselves.

‘It’s about time that  
art investors learn what 
science can do for them’

‘The art market is like a large lake held 
back by a big dam. The dam was built 
over time by antique dealers, auction 
houses, art history scholars, interme-
diaries, etc. if buyers realize that they 
can subject a work of art to rigorous 
scientific investigations before they 

make their investments, they will 
demand facts to prove that a work is 
authentic. They will not be satisfied 
any longer only by the educated opin-
ions of experts. When and if this will 
happen, the dam will give way and the 
river will flow again.’

Renaissance Man

Prof Seracini believes that his appli-
cation of scientific techniques to 
the art world is an approach that  
leonardo himself would have appreci-
ated. ‘leonardo was called “the univer-
sal man” not only because of his great 
mind, but because he was interested in 
everything—as everyone was in his time, 
when there was no division between art 
and science. To make my small contri-
bution to our understanding of the art 
world, i have tried to return to the spirit 
of the Renaissance Man with an inter-
disciplinary approach.

‘it’s about time that art investors 
learn what science can do for them.’

Prof Seracini graduated in bioengineering from 
the university of california, San diego, and in 
electronic engineering from the university of 
Padua. in 1977, he founded Editech, a consultancy 
specialising in art and architecture diagnostics. he 
is also director of the center of interdisciplinary 
Science for art, architecture and archaeology 
at the university of california, San diego and 
a national geographic fellow. Prof Seracini is 
best-known for his studies of 2,500 artworks and 
historic buildings, ranging from leonardo da vinci 
to Raphael, Botticelli and caravaggio.
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When Nicolas Tamari joined the family coffee-trading business 
in 1994, he gave up a career in banking to go back to the company 
founded by his grandfather 89 years earlier. It was a natural move, 
he says, for someone who had grown up in a family culture of entre-
preneurialism and making things happen. He was glad to leave a 
world where decisions were made by committees, and promotion 
depended as much on office politics as on talent.

‘There are some big companies that have an entrepreneurial 
spirit, and some family businesses have too many members 
of the family trying to make the decisions. But in our family, 
once everyone has given their opinion, one person takes the 
decision, pulls the trigger and takes responsibility for the 
consequences. It is easy to work with family members so 
long as the roles and rules are defined.’

The family company—now called Sucafina—was founded 
in the Palestinian city of Jaffa in 1905. It exported oranges 
and imported foodstuffs such as rice, wheat, sugar and 
coffee for distribution throughout the Middle East. When 
Palestine was partitioned in 1948, his grandfather and 
father moved to the Lebanon where they continued to 
import and distribute food products. In 1975, civil war 
broke out in Lebanon and his father moved to Switzerland 
where he decided to become an international trader in 
sugar and coffee. 

‘My father twice had to start from scratch to rebuild the 
business and reinvent himself, once as a refugee and once 
because of the war,’ says Mr Tamari.

The company’s name reflects the combination of sugar, 
coffee and finance. And the focus initially just on sugar and 
coffee reflected the need for scale when trading commodi-
ties at international level. In the late 1980s, the company 
decided to withdraw from sugar trading which was already 
controlled by larger companies so that it could deal only in 

The coffee trading entrepreneur

Nicolas A.Tamari
The chief executive of Sucafina, a family-owned  

coffee-trading company, is focusing the business on high 
margin products such as sustainably sourced coffee to  

ensure that it prospers in the longer term—whether or not  
the next generation takes over the management

the more fragmented coffee market where it was easier to 
penetrate the market.

When Mr Tamari joined Sucafina, his father Abdallah 
and brother Wahbe were both working in the company. 
‘It was a good time to enter the business, because Eastern 
Europe and the former USSR were opening up after pere-
stroika. This allowed us to diversify into this market with 
finished products such as instant coffee. We built a retail 
brand from scratch, which we sold to a competitor six 
months ago.’

Today, he is CEO and Chairman. His 89-year-old 
father—still very active and going into his office in Sucafi-
na’s Geneva headquarters every day–stepped down very 
recently as Chairman. His brother has established a new 
career in the financial world and now manages the family 
investments, but he also sits on the company board and is 
involved in strategy rather than operations and trading. 
‘Coffee gets in your blood,’ says Mr Tamari, ‘and once you 
start, it is impossible to get out.’

‘We try to blend family and  
non-family members in our board’

The five-member board has three members in addition to 
the Tamari brothers: a finance expert, a legal counsellor and 
a cousin who brings experience and knowhow to the discus-
sions. ‘We try to blend family and non-family members, 
and we’re looking for another non-family member with 
commodities experience to join the board.’

‘Contrary to what people might think, we have very 
heated discussions and the board doesn’t always do what 
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the family wants—it protects the interests of the company. 
Exiting the retail coffee brand was an emotional decision 
for me, but the board insisted that we sell the non-core asset 
and focus on commodity trading.’

My father twice had to start from  
scratch to rebuild the business, once as  
a refugee and once because of the war

Sucafina’s business has three aspects. First is buying the 
coffee cherries from farmers in producing countries. Second 
is processing the cherries into beans in mills. And third is the 
logistics operation of moving the beans from the producing 
countries by land and sea to roasters around the world. The 
biggest customers are industrial producers such as Nestlé, 
Kraft, Sara Lee and Lavazza, but Sucafina also supplies roast-
ers in countries such as Italy where there remains a signifi-
cant number of smaller, local brands.

The company has historically focused on robusta beans, 
not the most popular type for roasters. But the more expen-
sive Arabica beans have taken a growing share of the business 
as consumers seek better quality, sustainably sourced coffee.

‘Sustainability has become very important over the past 
decade,’ says Mr Tamari. ‘It’s all about traceability through 
the supply chain. We deal with certifying organisations such 
as Fairtrade and UTZ Certified, and their certificates allow us 
to charge a better price for the coffee. We share that premium 
with the farmers who supply the beans which enables them 
to improve their yields and produce better coffee.’

Although Mr Tamari sees sustainability as a growing 
trend, he says that the vast majority of the industrial users 
buy mainstream coffee because of the price. The very best 
coffees can be as much as three times the cost of the very 
cheapest, for example. But Sucafina also works with farm-
ers to raise output and quality.

‘In Burundi, for example, we grouped some farmers 
into a co-operative and helped it to raise finance from a bank 
with our backing. It invested the money in equipment to 
make better coffee and it achieved certification as sustain-
able. This improved the lives of the farmers, with immedi-
ate results—the kids could go to school and buy books. If you 
give farmers the knowhow, they can meet the demand for 
more coffee and better quality.’

‘Sustainability has become very important 
over the past decade. It’s all about 

traceability through the supply chain’

Mr Tamari says that demand for better quality coffee has 
been stimulated through innovations by two global compa-
nies: Nespresso’s introduction of capsule coffee-makers; 
and Starbucks outlets which have made coffee fashionable 
for young people. ‘A product as old as coffee can be rein-
vented. If you serve a good cup of coffee, people around the 
world will drink more.’

Emerging markets are also consuming more coffee as 
their people become better off. Brazil, which is the larg-
est producer, is now the second largest consumer of coffee. 
This forces traders such as Sucafina to adapt their business 
models, says Mr Tamari.

‘Coffee traders used to be based in Europe and the USA, 
where they sold most of their coffee. But those markets are 
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now mature, and we are opening sales offices in emerg-
ing markets. The Algerian market is now as important 
to us as France. And while there is just a handful of roast-
ers in France, we have to deal with hundreds of very small 
customers in Algeria.’

So fast is demand increasing that growth in output is 
barely keeping pace. ‘Stocks are very low, which could cause 
problems if bad weather hits supplies. Until around five 
years ago, coffee farming was not seen as a good business, 
and coffee farmers used to send their brightest children off 
to the cities. Now prices are better, but it takes time to raise 
production—big companies such as Nestlé are investing in 
expanding production.’ 

In long-established producing countries such as Costa 
Rica, Colombia and Kenya, rising land prices are squeezing 
out coffee farmers, according to Mr Tamari. The gap must 
be filled by new producing countries such as Vietnam which 
has risen from almost zero output 20 years ago to become the 

Nicolas Tamari’s tips for entrepreneurs

•  Work harder than the competition and don’t give up

•  Be innovative–think out of the box 

•  Integrity–never bend the rules 

• Have the courage of your convictions 
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world’s second largest producer. Now frontier markets such 
as Cambodia and Laos are trying to replicate their methods.

The big challenge for Sucafina is to take advantage of 
the consolidation among traders and coffee roasters that  
Mr Tamari sees as inevitable. The company is a big trader, but 
not the biggest. It wants to increase its market share during 
the consolidation. ‘It can be hard to differentiate between 
traders in commodities, where price is often the driver. We 
are always working on building up our suppliers in produc-
ing countries at the same time as being conscious of our 
responsibilities to sustainability which is a must for our 
roaster buyers.’

‘We are also working on soon setting up a company 
within the group to supply speciality/gourmet coffees. 
Previously we did not supply less than a container with 18 
tonnes of beans. It is easy to compete on price through scale, 
but we are trying to build a relatively high margin business 
which may not rely so much on volume.’

Facing up to such challenges is what entrepreneurs 
relish, says Mr Tamari. ‘An entrepreneur is someone who is 
not afraid to fail and is not daunted by obstacles. And when 
entrepreneurs succeed, it is because of hard work—like a 
marathon runner, they keep on running. It is a question of 
never giving up.’

He tries to cultivate the entrepreneurial spirit in Sucafina. 
‘We have a very simple policy of sink or swim. If someone has 
a bright idea, we give them carte blanche to implement it. If 
they pull it off, they very quickly get a managerial position. 
We have 300 employees worldwide, and I am the only family 
member. If you’re good, you can reach the top.’

Does he expect his children—or his brother’s—to follow in 
his footsteps into the business? ‘As a family, my brother, 
sister and I have taken a course with our spouses on how to 
manage businesses from generation to generation. The role 
of spouses is often underestimated in this respect, but they 
play an essential role in education and creating a supportive 
environment at home. Family members with the expertise 
have a role at board level, but the kids should do what they 
want to do.

‘Forcing them to take on the business would be wrong, 
but if they have the talent and the leadership qualities  
they will be welcome. However, they have to be more 
competent than the best employee—otherwise they should 
not be the boss.’

In planning for a successor, Mr Tamari sent a Tanzanian 
executive he saw as a strong candidate to the USA to study 
for an MBA. He also arranged for him to work for an invest-
ment bank while on the course, to see if he was tempted by 
a career on Wall Street.

The big challenge for Sucafina is to  
take advantage of the consolidation 

among traders and coffee roasters

‘To my disappointment he was and he decided to join an 
investment bank rather than return to commodity trading. 
But every year we hire university graduates and train them 
to become managing directors running our operations in 
the countries we operate in. I think that one of those will be 
my successor, though I don’t know which one yet.

‘It would be good to have a non-family member 
running the business, even if only until one of the chil-
dren is ready to take over. For me, the priority is to pass on 
intact the legacy that I have received from my father and 
grandfather, but that could be achieved through the family 
shareholding, with or without a family member running it.  
I want Sucafina to be there for the long term.’
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Pictet on  
investment boards

Maintaining 
the success 

momentum 
through 
financial 

governance
Entrepreneurs find that 
investing their wealth 

requires very different skills 
to managing their business. 

An investment board can 
achieve better performance 

and bring peace of mind

GRÉGOIRE IMFELD 
SENIOR RELATIONSHIP MANAGER 

FAMILY OFFICE SERVICES 
PICTET & CIE

As a quick browse in any airport bookshop 
will show, much has been written about the 
management of business. Entrepreneurs 
may have found some of this great collection 
of wisdom helpful, though most are natu-
rally blessed with the skills and instincts that 
create wealth. But when it comes to managing 
that wealth, entrepreneurs need to develop 
very different skills—and there are few books 
to help them make the transition and create 
structures to manage their financial assets.

Even if such books were available, 
most successful entrepreneurs feel that 
their business responsibilities keep 
them fully occupied. Pressed for time 
and unprepared for their new finan-
cial responsibilities, they may neglect 
their financial affairs, with deleteri-
ous consequences for their wealth that 
become apparent only once the busi-
ness is sold or floated.

Entrepreneurs often express their 
dilemma along the following lines: 
‘My financial affairs are unattended. 

I have too many bankers, I simply do 
not have the time—or the knowhow—to 
evaluate the many investment solicita-
tions I receive. Nor do I have the skills 
to evaluate the quality of my advisers’ 
performance.’

Many entrepreneurs feel that their 
business success should make them 
equally successful in managing their 
wealth. But this common illusion can 
be a costly way to learn about the differ-
ence between controlling commercial 
assets where they are in the driving seat, 
and investing in financial assets which 
are beyond their control.

Entrepreneurs also tend to leave 
thinking about investment issues until 
a liquidity event such as the sale of the 
business or a flotation. This is under-
standable, as many people are reluc-
tant to count their chickens before 
they are hatched. But waiting until 
the money arrives is usually too late, 
and can lead to an ill thought-through 
disposal of the proceeds. If the strategy 
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evolution of the business: one that is 
still in its growth phase may require 
liquid investments to maintain flexi- 
bility; with a well-established business, 
the priority may switch to preserving 
wealth over the longer term.

Once the investment objectives 
have been agreed, the investment 
board must draw up a comprehensive 
assessment of how much wealth is 
involved. This requires a global review 
of all assets, from bank accounts, real 
estate and business interests to the 
less obvious forms of wealth such as 
plane(s), cars, works of art, jewellery 
and even the all-too-often-forgotten 
wine collection.

As part of this review, any pockets 
of concentrated risk should be identi-
fied so that the investment board can 
mitigate the exposure when draft-
ing the investment policy. For exam-
ple, business assets and real estate are 
normally relatively illiquid, so they can 
be balanced by investing in more liquid 
financial assets. Financial assets can also 
be used in succession planning, where 
changes in the value of less liquid assets 
would otherwise create an unequal 
distribution of the family wealth.

Before the investment 
board can define its 

investment policy, the 
entrepreneur or family 

must set objectives

Finally, having gathered all this inform- 
ation, the investment board converts 
the investment objectives into an invest-
ment policy appropriate to the owner’s 
situation. This policy will shape the 
choice of asset classes, drawing on the 
risk profile, time horizons and target 
returns defined by the entrepreneur. 
When a family is involved, there is an 
additional requirement to agree finan-
cial expectations with all the members in 
order to avoid conflicts later.

Having agreed on an investment 
policy, the next step for the board 

has been put in place ahead of such 
events, the money can be deployed in 
the most effective manner.

The effective way to organise such 
a strategy is to create an investment 
board that brings the entrepreneur 
together with trusted advisers who 
have the required specialist knowledge 
and skills. The purposes of the board 
are to devise an appropriate invest-
ment policy, implement it and moni-
tor its effectiveness.

With family businesses, it is 
important to have family governance 
arrangements in place from the start. 
These should set out how relationships 
between family members will be struc-
tured, and the cultural values that the 
family wishes to embody in manag-
ing its wealth. It can take time to reach 
agreement on these issues, since work-
ing out appropriate arrangements 

must be done in a way that builds trust 
between different family members. As 
families differ in their needs, it may be 
helpful to draw on the help of special-
ist advisers in creating a structure of 
family governance.

Entrepreneurs tend to  
leave thinking about 

investment issues until a 
liquidity event takes place

Before the investment board can define 
its investment policy, the entrepreneur 
or family must set objectives for the 
management of their global wealth—
financial and non-financial. The nature 
of those objectives will depend on the 
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is to implement it. It must shortlist 
asset managers, global custodians and 
private bankers, send them requests for 
proposals and manage beauty contests 
to make the final selection. After the 
investments have been made, the 
board’s role becomes management of 
risk, supervision of investment guide-
lines, monitoring the performance of 
those managing the financial assets and 
reviewing the asset allocation regularly.

The success of an 
investment board will 

depend on choosing the 
right membership

A sometimes neglected aspect of 
investment strategy is communi-
cation, especially within families. 
Decisions—good or bad—need to be 
communicated to all the relevant 
members of the family, while avoid-
ing the mistake of drowning them in 
information. Suitable channels include 
emails, newsletters and even family 
intranets, but the content, frequency, 
recipients and channels should all be 
set out in the investment policy.

The success of an investment board 
will depend on choosing the right 
membership. The aim is to find the very 
best people who can bring independ-
ence and rigour to the process. It is the 
quality of the advisers that matters, not 
the quantity—less is more, as so often in 
business. Where a family is involved, 
the board should include a member 
who commands sufficient respect 
among the rest of the family to retain 
their confidence when markets plunge 
and difficult decisions have to be taken.

The role of the advisers who serve 
on the investment board will depend 
on the approach it takes to managing 
the financial assets. If the board adopts 
the approach used in institutional 
investment structures, it will delegate 
the management of investments to 
specialist asset managers according to 
asset class, sector, theme or geographi-
cal location—or combinations of these. 

For example, one asset manager might 
be responsible for US equities, while 
another manages European bonds, and 
a third emerging market investments. 
This approach requires a strong invest-
ment board which can take respon-
sibility for the strategic and some 
tactical investment decisions, as well as 
the selection of managers.

A sometimes neglected 
aspect of investment 

strategy is communication, 
especially within families

If the board decides to work with one 
or more private banks, the bankers 
will normally manage the assets on a 
discretionary basis, taking responsibil-
ity for strategic and tactical investment 
decisions. The board’s responsibili-
ties are then to draw up the invest-
ment policy, select the private banks 
and monitor their performance. This 
approach offers more flexibility and 
is usually a good starting point for 
entrepreneurs with little experience of 

optimal wealth management architecture and structure

financial markets who are taking their 
first steps in the investment jungle.

Managing financial assets can be 
complicated, but it is sometimes made 
to look more complex than it really is. 
The golden rule is to keep it as simple 
and transparent as possible. Creating 
a robust structure for investment deci-
sions is essential in preserving wealth, 
and in ensuring that it continues to 
grow through the generations.

But planning needs to begin as 
early as possible. An investment board 
should be created well before any 
liquidity event, so that there is time 
to test it, see if it feels comfortable, 
and refine  the strategy if necessary. 
Leaving it until closer to the liquid-
ity event can only distract the entre-
preneur at a time when there is more 
than enough to do in managing the 
business. Sound financial governance 
in wealth management will produce 
better investment performance and 
help create peace of mind.

FAMILY ASSEMBLY

FAMILY GOVERNANCE

CORPORATE GOVERNANCE FINANCIAL GOVERNANCE

FAMILY BOARD

FAMILY OFFICE
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Asset 
manager 1

Asset 
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Family 
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