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Blount Fine Foods Governance Recommendation 
To Promote Continued Sustainable Growth

Background 

The Blount Fine Foods’ board of directors is the central form of corporate governance and assists top management to: 1) develop short term and long term strategic options 2) comply with legal and financial requirements, and 3) determine appropriate compensation plans.

This type of board is valuable at this stage of a growing family business.  The current board meets twice a year (e.g., September and January) plus a full board call annually.  The current board has 10 board members, half are family members and half are trusted familiar relationships.

Family:

· Todd-President
· Ted- Chairman
· Judy (Mother)

· Lisa (Sister)

· Steve (Uncle)

Non-Family:

· Kevin Murphy - CEO of Ocean Spray, member of compensation committee

· Jon McNeil - Entrepreneur 

· Frank Simon - Entrepreneur and member of compensation committee 

· Kathleen Fitzgerald - Former banker and member of audit committee

· Mark Hellendrung - President of Narragansett Beer and member of audit committee
· George Richardson – Assistant Secretary. Former President, semi-retired lives in CO.
Why The Need To Update Corporate Governance

The current governance structure, of this now five-generation family-owned business, is not staffed, organized and optimal for the future market factors that the business will have to face. Topics the board needs to efficiently address include: the business, its strategy, its changing culture, its legacy -- all while trying to maintain a strong and growing strategic competitive advantage. Blount Fine Foods current board has been a strong asset, but based on future needs, should be more effectively structured to help put the business in the best position for positive sustainability. 

The outside members, as a whole, are adding value because they have entrepreneurial and consumer product business experience (much valued skill sets) and actively participate. Many have been on the board for more than five years and contribute significantly.   

Based on future board needs, some family members’ may not be well suited in a newly constructed board. 

Lastly, often other executives are invited to join board meetings.  This adds complexity to meetings and can limit board effectiveness. 
To be sure, many family businesses struggle to overcome the myriad of challenges that surface as the business grows and becomes more complex. In addition, as a family business gets more complex and the family grows to include extended family members of multiple generations, the pressure of different family members’ expertise can exacerbate the company’s ability to continue to grow, change and thrive even more.  Consequently, many family businesses do not continue to thrive. 

In the case of Blount Fine Foods, the family has grown to include four families benefiting from the results of the business. That’s 8 adults, only three of which are on the board.

Recommendation:  Formation of Two Separate Governing Bodies

To manage the Blount Fine Foods family business as it gets more and more complex, it’s imperative that the board be updated and designed to be content and competency dense to best provide valuable strategic and organizational input.  As for the majority of the family, the intent is that each member of the family can still play an active and constructive role, within an appropriate structure, with the opportunity to: learn, develop and contribute to the families’ long term success.
Blount Fine Foods is ready to: 
1. Transition to a next generation board: A focused, organized, professional Board of Directors whose members all play an active role in forwarding the company’s 2-3 year strategy to build a world class packaged goods business and branch out into other value-added prepared foods, as well as monitor and measure company performance; and 

2. Take steps to create a family council whose members focus on the family in an effort to promote: communication, knowledge, development, cooperation and family harmony. 

With these steps, the updated professional Board of Directors will help guide the direction of the business for the benefit of family members by providing structure and an independent voice to make the best decisions for the business and provide the best structure to support the families’ valuable asset. Given the 2-3 year strategy, essential competencies to add are: 1) branding/marketing/licensing, or possibly 2) supply chain/distribution channels. Worth noting is that this board reorganization should be interpreted as a positive move by Blount’s , one of Blount’s most important customers.  An organization like Panera, is likely to be impressed that Blount is strong enough to evolve its board and family structure to maximize its ability to operate like a professionally-run company and as a powerful business partner.

With the “Family Council”, the family has a platform to provide the family, company and board with a family-centered voice and “conscience” as well as a developmental platform to identify future family needs and leaders. 
The following pages share two charts, which lay out the specific recommendation for first, transitioning to a next generation Board of Directors, and second, creating a family council. Blount’s 

	1. PROFESSIONAL, INDEPENDENT BOARD OF DIRECTORS

	Definition


	An independent Board of Directors of mostly outside members who are elected or appointed to jointly help the family business navigate its future, set the company’s long-term strategy, and monitor and measure the company’s performance, thus bringing greater accountability to the family owners and executives running the business. 


	Advantages
	· Impartial external sounding board for the President grappling with pressing business issues. 

· Objectively challenge top company management’s performance.

· Bring in outside industry-specific expertise and perspective.

· Add new talent and fresh perspectives.

· Guard against groupthink or resistance to change.

· View issues and challenges from the eyes of leaders who have successfully tackled similar situations in their own businesses (e.g., succession planning, generational transitions, investing in product or distribution channel expansion, etc.) and can lend their experience to the family business. 

· Represents the long-term success of the family, its values and its legacy.  Objectively assess and address difficult family-related issues that could lead to family strife and disputes. Issues such as family member pay, performance, and position, which are issues that are very difficult for family members to discuss with each other. 



	Board Composition


	· 5 to 7 members who represent both genders and are either family or non-family board members:

· Independent outside directors who, other than serving on the board, have no meaningful connections to the company and are chosen based on needed content and competencies. 

· Inside directors, who in addition to serving on the board, are connected to and represent the family and its business as family members, owners and executives, and who provide the context of the company’s history and family legacy.

· Todd Blount, President 

Ted Blount, Chairman  

· Include more outside board members than family board members because independent outside experts are not biased by family dynamics, or the history of “how we have always done things.” In fact, having more non-family board members than family members is healthier at this stage of growth as it lessens the likelihood of family tensions, eliminates potential family bias, and leads to better decisions.

· Specific board member recommended:

· Kevin Murphy 65-CEO of Ocean Spray-Strong contributor and needs to stay. On

·  Compensation committee

· Jon McNeil 40+-Entrepreneur. Strong contributor and needs to stay

· Frank Simon 65+- Entrepreneur. On Comp committee 
· George Richardson 65+ Assistant Secretary, writes board minutes.  Former President. Long family relationship.
· Kathleen Fitzgerald 65+-Former banker and lives in Florida. On audit committee. Transition period .

· Mark Hellendrung 45-President of Narragansett Beer. On audit committee. Transition period.

· Competencies to consider adding now are either:

· CMO with consumer packaged goods brand/marketing/licensing experience
· Supply chain & distribution channel expert

· Given the current board makeup, consider identifying a woman who is an expert in one of the two suggested competency needs.  



	Term Limits


	· Two-year terms for board members as it allows board to determine fit and performance. 

	Major Responsibilities
	· Govern the organization by establishing new bylaws, reviewing/tweaking current corporate policies and objectives.

· Review the performance of the President.

· Ensure the availability of adequate financial resources.

· Approve annual budgets.

· Monitor, measure and report to stakeholders the company's performance. Approve the 18-month board reorganization transition plan. 

· Provide board with input on the President’s successor.

· Provide input on the salaries and compensation of company management. Review clear and fair employment policy in order to keep the very best employees motivated and interested in the growth of the company.  Align employees’ incentives to performance regardless of whether they are part of the family or not.


	Structure


	Two key roles:

· President is Chairman and runs the board, including preparing dissemination of information and distribution of relevant documents in preparation for meetings..

· Secretary takes meeting minutes.

Sub-divide into committees.

	Committees


	Continue the two committees that already exists:

· Compensation 

· Finance/audit

To help the business forward its corporate strategy -- to build a world-class soup business and branch out into other value-added prepared foods –Potential new committees:

· Branding/Marketing/Licensing

· New Product Development

· Supply Chain/Distribution Channels committees



	Decision-Making


	The President, who acts a leader of the Board, and each of his board members must keep his or her individual needs in order for the board’s decision-making process to be effective. Inside directors must be able to objectively listen and give careful thought, advice and critical comments from outside board members who have successfully tackled similar business issues.


	Meeting Schedule


	Consider moving from the current two meetings and a call, to three meetings per year. 

	Recruitment Criteria


	Determine the skills, background, and personality traits board members need to possess. Board chemistry is key. Finding the right mix of board members is essential for the effective functioning of the Board. 

	Recruitment Process
	· After identifying the ideal profile for your board members, the task turns to locating the right candidates.  

· Once you have completed the due diligence process and identified qualified board member candidates, consider inviting them as a guest to your next board meeting and soliciting feedback.
· Nominate and bring on new members by March. 



	Payment to 
Board Members
	· Continue with the current compensation program.



	2. FAMILY COUNCIL

	Definition
	The family council is an all-inclusive body of family representatives who are invited by the adult family members to provide the family with a family-centered voice and “conscience” as well as a developmental platform to identify future family needs and leaders. . The council is usually established once the family reaches a critical size that includes multiple families. 

	Advantages
	· Create a valuable body on which the current family members may participate.  

· Include those adult family members directly and not directly involved in the business.

· Help preserve the integrity of the family so that all generations – present and future – can benefit from the results of the business by clarifying family values and legacy.

· Provide input on how the board’s decisions and company affect family members.

· Keep all family members informed of decisions related to the family business, strategy, challenges and performance.

· Provide input on the family’s intended legacy and community involvement. 

· Gain agreement on the family’s relationship to the business before conflicts arise.

· Provide business and other-related education to younger members of the family.



	Council Composition
	· Any family members over the age of 21 and agreed by the senior/adult family members. selection criteria defined by the family.  



	
	 

	Structure


	· The Chairman comes from the company Board of Directors and leads the work of the council.  Chairman is the main contact person for the family. 

· Secretary to take meeting minutes and make them available to the family. 



	Decision- Making


	· Open dialogue followed by a voluntary but not binding vote of the council’s members can be called by the Chairman. 

	Responsibilities
	· Nomination of family council members, council chairman and secretary.

· Primary link between the family, the board and management.

· Coordination of the family council work with the management and the board in balancing the needs of the business and the family.

· Provide family members with access to information about the company and its activities. 

· Draft position papers on vision, mission, values, legacy and board membership candidates.

· Establish family-related policies in regard to business such as family employment criteria and shareholding policies.

· Education of family members on business issues.

· Identify and prepare the next family leader(s).

· Lead family charitable giving decisions. 

· Deal with important personal and business-related family matters and conflicts.



	Meeting Schedule
	· 2 times per year.


Rollout Timing
	
	SEPT.
	OCT.
	NOV.
	DEC.
	JAN.
	FEB.
	MARCH
	APRIL

	BOARD OF DIRECTOR TRANS-ITION
	Review & discuss recommendation.


	Begin governance reorganization discussion to acclimate family & board.
	Begin interviewing board candidate referrals.

Invite board candidates to January board meeting.
	Nominate new board members.
	Board candidates attend board meeting.
	
	
	

	FAMILY COUNCIL CREATION
	
	
	Nomination  of family council members, council chairman and secretary.


	
	Hold first family council meeting.
Post corporate board meeting, 


	If necessary, family committee meets  for first time. 
	Begin to draft family-related policies in regard to business such as family employment criteria & share-holding policies.
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