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The intersection of financial decisions
and the dynamics of the family system is a tan-
gled web. Families face such practical ques-
tions as whether to have shared versus split
assets, whether to include in-laws in family
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meetings or governance, or whether trust
provisions should be generous or strict, based
on the values and history of current and past
generations. The family, in turn, is made of
personal relationships influenced by gender,
birth order, and parent/child relationships as
each new generation comes of age. For a
family, money has multiple emotional mean-
ings that complicate and underlie financial
decisions about who will have it and control
it. Since each of these issues strongly influences
the family’s management of its wealth across
generations (Gray [2006, 2008]) the financial
professional must inevitably understand and
know how to work with these factors.

TO BE OR NOT TO BE INVOLVED
WITH FAMILY DYNAMICS

Although some attention to family
dynamics has long been considered a natural
element of the client relationship, the past
decade has seen a marked increase in difter-
entiated services delivered by either external
consultation or in-house resources. These may
be implemented by a firm to reinforce the
holistic nature of their wealth management
and the front-line advisors’ capability to help
clients. Because of client demand and the
increasing need to differentiate one’s business
in the marketplace, some financial institutions
consider these services to be a mark of com-
petitive distinction for their firm.
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Not only does this benefit families, it can also
benefit the bottom line. Just as medical practices recog-
nized as patient-friendly, empathic, and behaviorally adept
are most successful in patient satisfaction and retention,
financial firms may be most successful when family
dynamics are a core value for clients, a commitment
when recruiting advisors, and a continuing part of
training and consultation to enhance staff skills. Client-
relationship skills are especially important in the
prospecting process where clients first experience the
culture of a firm. In our experience, clients often report
immediately seeing the difterences between firms that
pull out the pitch book to talk only about what they
have to ofter, compared to firms who first sit down to
learn about the history of the family’s wealth and its
goals for the future. Enhanced client-relationship and
client-communication skills pay off very directly in new
prospects, leading to immediate returns and greater assets
under management.

A related benefit is client retention. Wealth transfers
across generations are a point of vulnerability for firms;
families tend to seek new advisors when a new genera-
tion takes over. Attention to relationship dynamics may
increase client satisfaction and loyalty, increasing the
chances the family will remain with an institution when
asset ownership passes to the next generation.

At the same time, the recent financial earthquake
has led firms and families to refocus on fiscal concerns at
all levels. Assets under management have shrunk, bringing
down revenue for firms and optimism for clients. In a
Family Office Exchange (FOX) survey of clients before
the financial shift, family dynamics factors made up the
three most important risk factors affecting wealth (FOX
Research [2006]). A late-2008 multi-family office survey
report by the Family Wealth Alliance [2008] listed family
meeting services and family education as two of the top
three services most requested by MFO client families.
However, very recent surveys of families and wealth man-
agers by FOX [2009] and Merrill Lynch/Cap Gemini
[2009] reveal a return to risk management, investment
performance, and financial conservatism as the most
pressing concerns, though industry conferences have lately
begun to indicate family issues are once again making an
ascendance (Campden Conferences [2009]). Family-
dynamics services and issues may seem as if they have
been placed on the back burner, although the need to
address them remains critically significant. As markets
recover, firms will need to evaluate carefully whether and
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how to resume oftering these services. Understanding the
key elements of integrated family-dynamics services is
crucial to maximizing their efficient delivery within wealth
management.

Beyond the business aspects, there are thorny prac-
tical issues in the choices by front-line relationship man-
agers (RMs) and their firms to get involved in family
dynamics. Providing family-oriented services is not just
emotionally complicated. It may place wealth managers
in situations of conflict within families and their own
financial institutions.

The first question is, who is the client? When the
client is a single individual or the account agreement
specifically identifies one person’s needs as paramount,
things are simple. Often, though, RMs relate to multiple
members and generations in a single client relationship
with very different needs for service. The natural growth
and differentiation of families over time means the family
will rarely be a single entity with a single will. Its finan-
cial needs will come up against several, sometimes diver-
gent voices in the family. At the same time, explicit or
implicit demands by a wealth creator or family patriarch
to occupy the number one spot in the client relationship
can require wealth managers not to reach out to other
(often younger) family members or help the family dis-
cuss their wealth. The RM or the firm may also have a
deep, personal relationship with the elder generation,
including a strong self-interest to maintain the client
account. In the short run this may work well, but in the
long run the wealth manager can be seen negatively by
the younger generation because of this alliance, setting
the stage for abandonment of the relationship at the first
opportunity.

Philosophical, legal, and professional issues exist as
well. Nearly 20 years ago, Marcus [1992] described the
role of the professional family wealth manager as having
three qualities—disinterest, stewardship, and rationality.
In this model, the professional financial manager, as a
fiduciary, is expected to work in a realm beyond per-
sonal family relationships, offering principled advice, ser-
vice, and administration. Some industry experts continue
to caution about the perceived tension between the
objective disinterested fiduciary model and a more
engaged and personal role for the modern RM. Lowen-
haupt [2007], for example, articulates cogently the need
to remember that not all family members wish to pre-
serve strong family connections based on wealth or gov-
ernance. Pushing families into creating governance
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documents, structures, and activities in the name of best
practices can risk complicating the family’s life and cre-
ating inconsistencies between fiduciary-level (e.g., trust
provisions) and system-level (e.g., family constitution)
directives.

In our view, each model has its risks and benefits.
Neither an overly arm’s length rational approach nor a
well-meaning but enmeshed personal approach will serve
a client well. A better model is to see the complexity of
wealth management not as a push—pull tension but as a
balancing act, constantly adjusted with thoughtful
skill, ethical intent, and mindfulness to both the benefits
and risks of a family systems approach. Balancing the
responsibilities, competing demands, boundary conflicts,
and ethical dilemmas are all part of the modern skill set
for good relationship management.

To help define the core set of family-dynamics skills
and services needed now and for the future, this article
explores how high-end wealth advisors and their firms
can integrate personal and family dynamics into their
practice, acting as responsible professionals when they
encounter the emotional and relationship dimensions of
family wealth. We will explain how, at its best, the term
wealth manager denotes both an individual and a collec-
tive: the family’s primary relationship manager and the
firm he or she is embedded within. We will delineate
what we consider to be the core competencies of best-
practice RMs as well as the types of services RMs and
firms should be able to provide at the individual and
family-level for clients. In addition, we will outline our
recommendations for how these core competencies and
services can be trained at the RM level and implemented
at the firm level, acting in concert effectively for the ben-
efit of client families.

THE RM AS THE “GENERAL PRACTITIONER”
FOR FAMILY DYNAMICS

The term relationship manager refers to a financial gen-
eralist who responds directly to a family’s many members,
concerns, and goals while linking this relationship to the
financial institution managing the family’s wealth-related
activities. The RM is called upon to help the family assess
their needs, problem-solve, develop strategies, implement
strategies, and evaluate the effectiveness of these activities
over time. A great RM is the classic all-position player (Mack
[2009]), while being, as Scott Budge [2008] notes, a com-
bination of priest, psychologist, and coach. Necessary skills
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include a wide range of technical abilities, from trust admin-
istration and estate planning to tax planning, regulatory
compliance, custody management, financial planning, risk
management, portfolio management, philanthropy, family
governance, conflict management, and fiduciary responsi-
bilities (Family Wealth Alliance [2009]).

RMs need a general grounding in understanding
their role as both technical and facilitative. Family wealth
management is not just a service profession, offering tech-
nical solutions to clients’ problems. It is a helping profes-
sion, relieving the distress of families encountering the
dilemmas of wealth. This requires a delicate balance
between acting as expert consultants—who operate by
telling the family what they can or should do—and process
consultants who help the family develop and implement
their own solutions. Process consultation demands more
hands-on skill, yet in the long run it helps the family craft
better solutions and avoids some of the pitfalls of problem-
solving by the expert (see Bork et al. [1996] and Hilbert-
Davis and Dyer [2003] for fuller explication of this
distinction in family business consulting).

Jay Hughes [2007] has identified this role as similar
to that of the personne d’confiance, that special trusted advisor
to the family elders who traditionally could be called upon
for almost anything. The comparable role in healthcare is
that of the general practitioner physician who is at once
the first line of service, the one who best knows the patient
and the patient’s family, the keeper of knowledge across
time and situation, the point of triage to call upon spe-
cialty professionals, and even at times the gatekeeper who
limits inappropriate or indiscriminate access to expensive
or unnecessary services. All of these functions are applic-
able to the RM role.

Our concept of the client-centered, integrated role
of the RM is consistent with that described by Scott
Budge in his visionary book, The New Financial Advisor
[2008]. Budge lays out the framework for a psychologi-
cally minded RM with good communication skills and
strong client orientation, embedded in a financial firm
which supports the service delivery in an efficient and
effective manner. He points out that, although the RM is
neither seen as a psychologist nor should be expected to
truly act like one, the RM is in the advantageous position
of being able to see potential issues arise before they erupt
into full family conflict. The RM therefore has the oppor-
tunity to act proactively and preventively to anticipate
family conflict. This often includes the role of client advo-
cate within and outside the family, helping to protect the
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client from the many pressures and enticements the family
may experience from outside financial service advisors as
well as “well-meaning” friends and extended family
(Thompson [2009]).

Personal qualities of warmth, psychological aware-
ness, understanding of family issues, and a willingness to
work with multiple generations as a trusted advisor are
paramount. These traits are remarkably consistent with
healthcare research about the qualities of excellent physi-
cians: confident, empathetic, humane, personal, forthright,
respectful, and thorough (Bendapudi et al. [2006]). In
essence, an RM needs to have an optimal level of emotional
intelligence (Mayer, Salovey, and Caruso [2008]), the sum
total of capacities whereby an individual can accurately
identify and communicate about not only his or her
internal feelings but those of others. Brackett et al. [2009]
employ the acronym RULER to describe the fundamental
elements of emotional intelligence. These include the
ability to Recognize, Understand, Label, and Express emo-
tions in oneself and others, as well as to Regulate oneself
in emotional situations in order to navigate them adeptly.
The latter ability is particularly relevant in financial advising
where RMs must deal with clients in various stages of
agitation, such as anxiety or anger, without being derailed
by their own internal turmoil.

Are these skills simply a quality of the RM’s per-
sonality, or can they be developed by practice and
learning? We believe the answer is both. Some people
clearly have a natural capacity for interpersonal relation-
ships, yet we believe strongly these skills can be devel-
oped by those who have less natural skill but are
motivated. Motivation is important. Many R Ms just want
to focus on technical and financial skills and do not care
to develop their capability in family dynamics. Others
are seeking to develop their emotional intelligence and
relationship skills. Although emotional intelligence has
not traditionally been prized in wealth management, this
may finally be changing (Beyer [2009]). For those aspiring
to the highest levels of wealth management and the
deepest trust of client families, the option not to develop
these skills may be disappearing.

Exhibit 1 presents our model of the core compe-
tencies and service areas needed by RMs and firms to
handle the most common personal and family-dynamics
issues in wealth management. The first section of
Exhibit 1 provides an overview of what we consider to
be fundamental knowledge (understanding the psycho-
logical characteristics of the client population seen in

SUMMER 2010

family-office-level wealth management) and skills (com-
munication skills and client-relationship skills) that cut
across all client work in one way or another. RMs should
be expected to have not just familiarity with these but
a solid aptitude with these competencies.

The next sections of Exhibit 1 list what we con-
sider to be the range of services that most RMs and firms
need to know in the course of comprehensive wealth
management. Some of these services are focused on activ-
ities with individual clients, couples, or perhaps small
groups within a family, such as how best to serve clients
who are panicking, angry, showing signs of early
dementia, overspending, or have a substance abuse
problem. We view these services as focused on the Indi-
vidual level of client work.

Finally, we offer in Exhibit 1 a listing of those client
services that touch upon broad family dynamics in order
to achieve solutions. These services target the psycho-
logical and family issues embedded in governance, trust
administration, philanthropy, estate planning, and the like.
We describe these services as focused on the Family level.

We believe RMs should have at least a familiarity
with the nature of the Individual and Family level ser-
vices as part of their responsibility to clients, not that they
should be able to do all these. Who and how the Family
services are delivered, in particular, will be discussed later
in the sections describing the roles and responsibilities of
the wealth management firm.

The skill range for the communication and client-
relationship competencies is comparable to the listing of
core relationship skills advocated by the Certified Finan-
cial Planner Board of Standards (CFPBS [2005]) in
working with clients. The CFP guidelines incorporate
basic interviewing and counseling techniques, under-
standing of the knowledge base about the psychology
of money and psychology of wealth, awareness of advi-
sors’ own biases and blind spots that might affect rela-
tionship, and a review of the basic psychological qualities
useful in any helping relationship. At the ultra-high-net-
worth (UHNW) level of wealth management, additional
skills are necessary due to the greater degree to which
R Ms work with families, not just individuals or couples.
These skills include the ability to gain the trust of mul-
tiple family members with different views and suspicions
of each other, to probe for deeper issues during inter-
views, to be able to bring issues up in relevant ways within
the family without unduly escalating conflict, to edu-
cate the family about new possibilities and practices, and
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ExHIBIT 1

Core Client Relationship Competencies and Services for UHNW Wealth Management

Knowledge Area

| Competency

Skill Components

Foundational Skills for all Client Work

Working with the Wealth
Client Base

Understanding Client and
Family Characteristics

Understanding psychology of money and wealth; developmental pathway
of wealth creation and management over generations; impact of liquidity
events on individuals and families; generational differences between wealth
acquirers and inheritors.

Client Relationship Skills

Engagement

Presentation skills with prospective clients (listening to client needs, assessing
family issues, presenting firm’s skills and services to address needs); estab-
lishing rapport with new clients; conveying confidence and competence.

Interaction

Active/reflective listening; effective interviewing and communication
skills; using minimal jargon; managing advisor’s own biases/reactions;
repairing errors or breaches of trust; maintaining composure with clients’
emotional states; collaborating with other advisors and experts.

Assessment

Assessing client/family personal issues; synthesizing financial and interper-
sonal information to form accurate hypotheses and plans; deciding when
to bring in or refer to experts or other resources.

Working with Multiple Family
Members

Working with couples and other dyads or small groups, including those
in conflict; avoiding inappropriate entanglement; maintaining confiden-
tiality; reducing conflicts and differences.

Family Meetings

Defining goals and setting agendas, group meeting facilitation skills; basic
conflict management skills; guiding family bonding and learning activities.

Client Services: Individual Level

Advising in Difficult
Client Situations

Reluctant Clients

Responding to anxiety and concerns; explaining reasons for actions or initiatives:
allowing and managing interpersonal distance while maintaining rapport.

Anxious Clients

Communicating effectively with clients who are anxious or panicking;
differentiating situational vs. chronic anxiety and responding appropriately.

Angry Clients

Communicating effectively with clients who are angry as a result of a real
or perceived problem; differentiating the situational vs. the chronically
angry/blaming client and responding appropriately.

Overspending Clients

Understanding subtypes and basic behavioral management strategies for
overspending; differentiating untrained/unskilled overspenders likely to
benefit from coaching vs. addictive-type overspenders requiring more
intensive management.

Other

Identifying and working with grieving, passive, dependent, demanding,
and/or self-centered clients.

Health Issues Impacting
Wealth Management

Elder Health Issues

Understanding basics of health and cognitive issues of the elder population
including dementia; understanding geriatric care management issues and
options.

Substance Abuse

Understanding basics of substance abuse/chemical dependency; knowledge
of treatment options including aspects unique to wealth; trust administra-
tion issues; collaboration and confidentiality with treatment providers.

Learning Disorders

Understanding basics of common learning disorders prevalent in entre-
preneurship and families of wealth such as ADHD and dyslexia; how to
recognize and accommodate these in wealth management.

Mental Health Services and
Referral

Basic understanding of types of mental health providers and procedures for
referring to or involving mental health professionals; ability to explain the
need for help and facilitate the process of engaging resources.
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ExHIBIT 1 (continued)

Knowledge Area

Competency

Skill Components

Client Services: Family

Level

Families With Operating
Companies and/or Family
Businesses

Family Dynamics of Family
Business

Understanding the unique nature of families in business; typical issues and
strategies for solving family business conflicts; strategic planning; succes-
sion planning and transition.

Family Business Performance
Improvement

Helping families define, assess, and improve performance for family mem-
bers working in the business, including leadership development; improving
role/responsibility definition, accountability for results, and compensation
fairness.

Family Business Governance

Understanding and helping decision-making processes and governance
structures in family business enterprises (boards of directors vs. family
councils vs. ownership structures).

Governance and
Decision-Making

Family Councils and
Governance

Understanding and helping decision-making and governance processes and
structures in family wealth enterprises (family constitutions, family boards/
councils/assemblies, mission statements, values clarification).

Family Succession

Working with families undergoing transition in leadership and decision-
making either within a generation or across generations; gender issues
related to leadership and succession planning.

Human Capital
Development

Personal Development

Coaching of individual family members in career counseling, job skills,
and academic counseling, with facilitation of referral to expert consultants
for advanced services.

Family Connection

Helping families define processes for preserving their legacy, developing
and maintaining family connection over time.

Next-Generation Development

Personal and leadership development and coaching for next-generation
family members assuming responsibilities in the family enterprise or
governance.

Financial Education

Understanding and implementing financial literacy training and education
for childhood, adolescent, young adult, and adult family members; famil-
iarity with financial literacy resources, programs, and experts; education
about stewardship responsibilities.

Family-Dynamics Aspects
of Wealth, Trusts and
Estate Planning

Family Wealth Conversations

Facilitating family communication about inheritance, estate planning, and
wealth; explaining procedures and roles of advisors for new and next-
generation family members.

Marriage

Understanding emotional/relationship aspects of prenuptial agreements
and other matters related to incorporating in-laws in families; creating
processes for integrating new members to the family.

Family Trusts

Understanding emotional/relationship aspects of trust design, trustee-
beneficiary relationships, and financial education and preparation of
beneficiaries.

Family-Dynamics Aspects
of Philanthropy

Philanthropy

Helping families clarify values and purpose for philanthropic activities;
facilitating philanthropy-oriented family meetings and foundation
meetings; setting guidelines and processes for family involvement in
philanthropy and social service; incorporating spirituality and faith-based
values in philanthropy as requested.
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to help the family fashion an effective response to their
differences. Many of these core competencies correspond to
Budge’s [2008, Ch. 8] discussion of the capabilities for RM
skill development.

As stated above, RMs may be expected to have solid
competency in the foundational (generalist) skills as a normal
part of their work with all clients, as well as good famil-
iarity with how to handle the various service areas at a
low to moderate level of complexity. RMs need not be
expected to independently address all of the rare, obscure,
or advanced issues families face. Ethically and profession-
ally, the task is to recognize which client families are facing
natural developmental transition stresses common to
wealth across generations and which families have severe
difficulties in need of immediate expert help. Just as advi-
sors are trained in assessing the complexities of financial
management along risk, tax, legal, and regulatory para-
meters, RMs can be trained to assess clients’ personal and
family dynamics issues with relatively similar success.

The more training RMs have in the core compe-
tencies and service areas listed in Exhibit 1, the more issues
they will be able to identify accurately, handle, and resolve
on their own with good success. Many R Ms fail to iden-
tify or, due to their own anxieties or skill limitations, avoid
dealing with relatively straightforward issues that families
have. With even a modicum of appropriate training and
consultation, RMs can provide excellent service to the
families under their care.

At the same time, accurately assessing risk and com-
plexity is as crucial in family dynamics as it is in financial
management. It is easy for an RM to wander more deeply
into a family conflict than was anticipated, which can lead
to disaster for the client relationship and a general retreat
by the firm from addressing even manageable client issues.
The more there is significant conflict between family
members or significant individual impairment, the more
advanced the level of skill required. The challenge—and
responsibility—for an RM is to be able to assess the level
of contlict or complexity in order to judge whether to
become involved and, if so, in what ways. After making
that assessment, the advisor has the further task of making
a case to the family that they can and should deal actively
with the issue through the recommended avenue. This
may lead to recommending and obtaining in-house con-
sultation and/or referring the family for outside expert ser-
vices, while still keeping the RM informed and involved
in a collaborative role for the family and the firm.
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Although many advisors feel extremely awkward
about suggesting a referral to a mental-health or family-
dynamics professional even when the need is obvious,
knowing when and how to refer in a sensitive and diplo-
matic manner is crucial if an advisor is to do his job eth-
ically for the benefit of the client. It also can make the
difference between managing the client relationship suc-
cessfully versus botched family meetings, open conflict
during generational transitions, or even the family’s
turning on the RM as a scapegoat, which can result in
the advisor or the firm being fired. Each step of this calls
on the RM to exercise family-dynamics skills. As we will
outline in detail in the next section, the more complex
levels of family dynamics are the domain of the wealth
management firm to provide or arrange for in concert
with the front-line RM.

Exhibit 1 advocates for a set of client-relationship
competencies that many financial firms may assume to be
crucial on one hand yet difficult to master on the other
hand. These are not simple or “natural” capabilities for
most advisors in today’s wealth management industry,
although a few R Ms possess some of them through innate
ability or prior training. Yet they are skills that can be
learned just as financial skills can be. To do so, they must
be recognized as skills rather than natural capabilities that
are either present or absent. Advisors must be able to
clearly assess their level of skills, and opportunities to
develop them must be offered to those who choose to go
in this direction. In other words, they can and must be
trained.

Training and Development
of Relationship Managers

No curriculum has been formally established within
the industry for education in client-relationship and
family-dynamics skills. Many RMs rely largely on
common sense, intuition, and experience from their own
family, supplemented perhaps by current or past experi-
ences learning from a mentor during career development.
Many also rely upon the informal peer network and social
support that occurs within institutional firms or profes-
sional networks such as the National Association for Per-
sonal Financial Advisors, the Financial Planning
Association, and CIMA- or CFA-oriented continuing-
education events,' augmented by reading trade publica-
tions and journal articles.
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Training and development covers a spectrum from
the brief, informal, and primarily informational to the
extensive, highly structured, and experiential:

» Self-directed reading about communication skills
and family dynamics

* Individual workshops or training seminars on rele-
vant topics at industry conferences and professional
meetings

e Short-term (4-6 sessions) or long-term (multi-
month or multi-year) training by one or more out-
side consultants

* In-house case presentation and discussion of client
needs and options in a multi-disciplinary team

* Individual coaching relationships established with a
psychologically trained professional

* Online materials and webinars

* Intensive programs sponsored by psychologically
oriented or trained professionals, often training a
small group of advisors in principles of family
therapy, systems theory, communication skills, and
self-awareness about counseling and/or wealth skills

Each of these training procedures on their own sufter
from a variety of problems including lack of breadth, lack
of depth in high-priority areas, greater emphasis on knowl-
edge acquisition than skill development, and lack of quality
control.

Since the pursuit of client-relationship and family-
dynamics training is dependent on the inclination and
aptitude of RMs themselves, self-directed learning can
unfortunately reinforce a self-fulfilling cycle. Emotion-
ally attuned advisors may seek out readings or training
about psychological aspects of financial advising. Advi-
sors with less orientation, inclination, and/or belief in the
core nature of these skills may skip over or even avoid
articles or attendance at relevant opportunities. The good
get better, while the not-so-good fall behind. We also rec-
ognize this pursuit requires a level of engagement and
commitment not every RM wants to make. Some RMs
will opt for developing only a sensitivity to these issues,
while others will pursue deeper training about family
wealth and family business (e.g., Bork et al. [1996]).

Yet a certain minimum level of competency in the
Exhibit 1 areas should be expected if RMs are to proffer
themselves as senior advisors in UHNW wealth manage-
ment. [t may be time to establish a threshold level of both
knowledge and skill for the profession, so that RM training
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about the full range of competencies becomes the norm,
not the exception. How best to accomplish this?

Studies of medical professionals, airline pilots, musi-
cians, athletes, and others have led to a growing body of
research on the development of professional expertise in
complex fields (Ericsson [2009]; Ericsson et al. [2006]).
Three elements are known to be useful for helping a pro-
tessional develop proficiency in integrating multidiscipli-
nary knowledge in sometimes-stressful human situations.
The first two are identification of general foundational knowl-
edge and skills applicable across situations typically encoun-
tered as part of the professional field and domain-specific
knowledge and skills for situations where a generalist level
is necessary but not sufficient for competence. Our orga-
nization of core competencies and service areas in Exhibit 1
is patterned on this research. It covers the two key learning
objectives of knowledge and skill that must be targeted at
both generalist and domain-specific levels of proficiency. This
approach would allow development of a curriculum that
would guide the training of RMs through any or all of
the three most common educational formats: self-directed
learning, industry-sponsored training programs focused
on some or all of the elements, and/or firm-sponsored
training programs where experts are contracted to develop
the expertise of in-house advisors. By training the key
areas listed, RMs would get a solid grounding in the areas
of client-relationship skills and family dynamics necessary
for UHNW wealth management.

What has traditionally been lacking in most training
programs, however, is what research indicates is a crucial
third element—rpractice and application of these skills under
naturalistic conditions with feedback, so that knowledge
becomes skill. Several learning modalities are useful here.
The first is role-playing, which in financial advising is
what flight simulators are to pilot training—a place to
practice new knowledge and skills under supervision
without risk to a real client. Repeated role-playing in
the presence of others (particularly with video recording
and playback) can provide feedback and advice for
improved performance. Not only can RMs see how they
perform and practice new skills, they gain proficiency
so that, under the stress of real interactions with pan-
icking or angry clients, for example, RMs can still per-
form well without derailment by emotional stress.
Role-plays must be practical, free of psychological jargon,
and framed in understandable terms using client sce-
narios familiar to advisors. In our experience, most RMs
dislike the idea of role-playing when first exposed to it.
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Yet RMs invariably walk away having learned the most
from the role-playing portion of the training.

The other two practice modalities are experiential
learning and enhanced application of skills using case dis-
cussion. Experiential learning involves applying a skill to
one’s own experience. It is akin to role-playing, only the
advisor plays the client or simply is the focus of the activity.
Since competency in applying family-dynamics knowl-
edge requires the development of self-awareness about
one’s strengths, limitations, and biases, learners may be
asked to share their personal genograms (family trees) or
to take an assessment tool and see what they learn about
themselves. During discussion and role-playing, R Ms dis-
cover new perspectives about their own experience and
values concerning money, investing, spending, family, and
even attitudes about the wealthy. Without some surfacing
of these issues, RMs run the risk of having their personal
conflicts touched oft by their work with the client.

A further aspect of skill development involves the
sharing of cases with others to discuss how the compe-
tencies and resources for family dynamics can be applied.
These discussions allow the RM to talk about difficult
situations, exchange experiences with others who are
working with families, and receive guidance from senior
advisors. This learning can take place, for example, in a
monthly case meeting where advisors talk about the chal-
lenges they face and debrief about successes and mistakes.

In summary, RMs occupy a crucial place at the
center of the client relationship. As the general practi-
tioner responsible for balancing the needs of the family,
the wealth, and the firm, the RM must possess a set of core
competencies in the many services required at the indi-
vidual and family level with clients. Yet even the best RM
does not have enough hours in the day or skills in his
toolbox to deliver everything a client family needs to solve
wealth-related personal or family issues. We next explore
the inter-relationship between the RM and his or her
financial firm, a key factor in the successful delivery of
integrated wealth management.

FAMILY-DYNAMICS SERVICES WITHIN
THE WEALTH MANAGEMENT FIRM

The RM is not a solo practitioner. He or she works
within a financial firm with certain values, procedures,
and culture, expressed in such ways as how the firm
approaches clients, structures services and fees, and even
promotes and rewards its people. When the orientations
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of the RM and the firm align, clients receive the greatest
benefit. But when there are disconnects between the RM
and the firm, everyone suffers in the long run.

Excellent RMs can be ineffective when based in firms
that don’t prioritize family-dynamics services. If the cul-
ture or systems of a financial institution complicate or even
negate the capacity to provide a full range of services to the
client family, the RM will be caught between the desires
of the family and the internal issues of the firm. Equally frus-
trating is when a psychologically minded firm places an
emotionally inept RM in front of the client family.

To serve the complex personal and family needs of
clients, the financial firm and its front-line R Ms must act
as an integrated system with appropriate capacities at the
individual advisor level and at the system-wide level.
Budge [2008] notes that good coordination with and
support by the wealth management firm enables the
advisor to do his job for the benefit of the client family.
In essence, competence at handling the psychological side
of wealth management must be present in both the fam-
ily’s main point of contact and the larger system sup-
porting the family’s needs.

The Inter-Relationship of the RM
and the Wealth Management Firm

In order to understand the inter-relationship of the
RM and the firm in delivering family-dynamics services,
the basic inter-relationship of family dynamics and finan-
cial management must first be understood. A reality is that
all financial management contains aspects of personal and
family dynamics to greater or lesser degrees of complexity
in what Grubman and Whitaker [2008] label the “Two-
Axis Model of Financial Advising.” Compared to the
notion that financial management and psychological ser-
vices exist almost antithetically at separate ends of one
service spectrum, the Two-Axis Model parses financial
tasks and personal/family issues along independent axes
that coexist throughout service delivery.

Exhibit 2 illustrates the field defined by these two axes
using examples of activities commonly seen at the ultra-
high-net-worth (UHNW) wealth management level. The
examples are drawn from various service areas described
at the individual and family levels in Exhibit 1. This model
captures the idea that most financial services contain human
aspects that require communication and relationship com-
petencies, not only in the nature of the financial task but
in navigating the relationship between advisor and client.
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EXHIBIT 2

UHNW Client Examples in the Two-Axis Model of Financial Advising

HIGH Trust Management
COMPLEXITY . . . for Bipolar Client High-Conflict
Financial Planning . . Multi-Generational
lei in Hospital
for Couple in Governance, Family
Severe Conflict Communication, and
Management of Shared Philanthropy
Overspending by
| M ¢ Active Alcoholic
ncome Managemen Healthy
A for ngglly ‘ Multi-Generational
AESTLS G L Financial Education Family Governance,
PERSONAL for UHNW Gen 3 Communication, and
AND Financial Skills Philanthropy
FAMILY L
Training of Complex Estate
ISSUES f .
Responsible Planning for
Young Adult Recent Widow Single Branch Wealth
Management with
. Multiple Entities
Straightforward Experienced Mature anz Trusts
Investment Investor with Complex
Account Client Trust Accounts
Low FINANCIAL TASKS HIGH
COMPLEXITY COMPLEXITY

Note: Adapted from Grubman and Whitaker [2008].

Some financial tasks are easy because the complexity of
clients’ personal or family dynamics is low. It doesn’t mean
that psychological issues are absent—only of low com-
plexity or level of conflict. Other wealth management tasks
contend with significant client issues that can complicate
or even overwhelm the financial matter at hand.

In our view, the RM should notice and be able to
handle directly those low-to-moderately complex inter-
personal issues that arise in the course of wealth man-
agement. The wealth management firm’s role would be
to understand, value, support, and make available high-
quality resources to the RM and the family that address
those service areas beyond the capacity of the RM. Con-
sistent with the competencies and service areas listed in
Exhibit 1, the menu of family-oriented wealth manage-
ment services includes the services detailed in Exhibit 3.

Drawing together the factors of family-dynamics
complexity, role responsibility, and resource utilization,
Exhibit 4 (see page 27) shows how the range of services
and responsibilities can be distributed within the Two-
Axis Model between an RM and the resources of the firm.

Skillful management of service delivery to client fam-
ilies depends only partly on the professionals available and
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their capabilities. It also requires one of the competencies for
RMs described previously—accurate assessment of the issues
and who may be best to manage them. The wealth man-
agement firm’s responsibility is not only to make available
the full range of services to clients but also to embed the RM
in a system that supports his or her difficult role. These ser-
vices require interdisciplinary collaboration since they involve
not just family dynamics but legal, tax, insurance, and estate
planning, among other factors. The challenge for relation-
ship managers and their firms is therefore threefold:

* To decide what services to offer for a family,
grounded in a clear rationale understood within the
firm and able to be articulated to the family;

* To present the possibilities in a way that the family
can understand and agree to;

» To either provide the services themselves or select
the team of internal or external professionals who
can provide the services.

Handled optimally, the client family benefits from

the right level of service, delivered by the appropriate pro-
fessional, matched accurately to the complexity and nature
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EXHIBIT 3

Menu of Family-Oriented Wealth Management Services by RMs and Firms

Services

Component Activities

Individual Support and Coaching about Career,
Financial, and Personal Development

Helping individuals manage their money and plan their
lives

Mediation of relevant family differences about wealth
management, values, and goals

Family Meeting Facilitation

Facilitation of family discussions about legacy, inheritance
and estate planning

Facilitation of family improvements in communication,
connection, and conflict resolution

Legacy Planning and Preservation

Assistance with development of oral, written or video
histories and/or ethical wills

Educational Seminars, Workshops, and Resources

Client forums and seminars, incorporating educational
and/or peer support components

Financial literacy education and training to develop next-
generation skills in managing wealth

Reading resources for self-directed family learning

Referral Services for Psychological and
Other Specialized Services

Assessment of crisis or developmental problems within the
family and assistance with arranging high-quality outside
services

Mental health referral and coordination

Conflict Resolution

Mediating relevant conflicts within the family about
inheritance, roles, authority, or control over wealth
Dealing with financial matters related to marriage and
entry or exit to the family

Family Succession and Governance Activities

Development of family governance processes, including
family mission statements, organization of family councils
and other formal or informal decision-making systems
Assistance with transitions within and across generations
in family leadership, ownership, and participation as the
family system changes over time

of the individual or family need. The client experiences
seamless and well-coordinated transitions among all of
these services while the RM retains his/her core role as
the family’s front-line advisor.

IMPLEMENTING FAMILY-DYNAMICS
SERVICES FOR FAMILIES

Wealth management firms differ markedly in how
much they offer from the services menu listed in Exhibit 3,
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as well as in the quality of the offerings and whether they
are prepared in-house or catered in from the outside. The
variety of approaches falls along a continuum that includes
the following options:

*  No services in-house, with ad hoc referral to external con-
sultants when the family requests it. This has the virtue
of maintaining the fiduciary distance but risks losing
touch with family members as they go outside to
address issues that most matter to them.
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EXHIBIT 4
Range of Services and Responsibilities in the Two-Axis Model

Responsibility

HIGH
COMPLEXITY Use of Expert Professionals for Specialized Services
WM Firm
Referral for Individual or t°_
Family Therapy to Help In-House or External Provide
with Emotional Issues Consultant Works with <;* or Assist
Client in Collaboration ] m
with Advisor Obtaining
Reading Resources or
PERSONAL Educational Workshops
AND
FAMILY
ISSUES
Relationship Manager Handles Most Issues L] RM to
in Normal Course of Client Relationship —  Manage

ow ()

COMPLEXITY

FINANCIAL TASKS

HIGH
COMPLEXITY

Notes: WM Firm = Wealth Management, RM = Relationship Manager. Adapted from Grubman and Whitaker [2008].

* In-house part-time or full-time services available by a non-

psychologically trained advisor. This is often a profes-
sional with a background in law, management
science, trust administration, or financial planning
who has worked in the wealth management industry
for many years and developed an attunement to
family dynamics without formal training. These pro-
fessionals may clarify the firm’s family orientation
during prospect meetings and help spearhead client
services such as client forums, financial literacy train-
ings, or family meetings. Other services may include
assistance with development of family mission state-
ments, constitutions, or family councils. When
encountering families with particularly difficult or
contentious issues, these advisors may reach out to
psychologically trained experts for a greater depth
of experience and expertise.

In-house part-time or full-time professionals with mental
health credentials. There is a small but growing number
of financial advisory firms or larger institutions with
in-house psychologically trained professionals who
provide in-depth family assistance. These professionals
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help define their role, balance professional standards
of confidentiality with varying degrees of collabora-
tion with the firms’ RMs, and involve other mem-
bers of the family’s wealth management team in some
of their activities. Both of us have each served in this
part-time capacity with multiple firms, as have col-
leagues working with other institutions.?

External therapists and consultants who work typically at
the family-branch or individual level rather than at the
family-system level. These professionals provide coun-
seling services for individuals or couples within a
family on such issues as adjustment to wealth, family
dysfunction, substance abuse, intergenerational
strains, or tensions in estate planning or inheritance.
These therapists may collaborate with wealth advi-
sors to varying degrees, from completely separate to
highly collaborative.

* Dedicated external consultants in the fields of psychology,

family business advising, and family wealth consulting.
These professionals work with wealthy families either
on referral by the financial firm or through direct
contact by the family. They may also work closely
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with a single family office (SFO) over a several-year
engagement, coordinating closely with the SFO staff.
This referral model allows a financial firm, SFO, or
multi-family office (MFO) to maintain their involve-
ment with the family while providing the highest
level of professional services to the family. As with
the other professional models, an important factor
for success in this referral model is the degree to
which the external consultant and the RM or firm
collaborate together.

Enlisting a live professional is not the only option
for supplementing the expertise of the RM and the firm
in the areas of financial literacy, governance, philanthropy,
family communication, conflict resolution, or adjustment
to wealth, to name typical examples. Many client fami-
lies simply prefer to learn on their own, using targeted
and personalized learning materials to guide them, as well
as some guidance and consultation from their advisors.
An oft-neglected part of wealth management is the use
of high-quality client-resource materials and activities as
intermediate steps in improving family dynamics (see
Exhibit 4 for an example of how such resources can bridge
the transition from the RM to the use of outside coun-
selors at low levels of financial complexity and moderate
levels of family-dynamics complexity).

In our experience, most wealth management firms
employ these resources on a very limited basis. They have
a bookshelf somewhere stocked with a few well-known
books from industry leaders. These may or may not get
used, and they may or may not be truly familiar to the RM
handing them out. Outside speakers are offered once or
twice per year, but there is little integration with the daily
work of the RM with the family. A better approach is for
receptive client families to be pointed to a few quality
books, articles, and audio-visual materials, with the RM
available for coaching and discussions. Educational client
forums and presentations by experts are invaluable in sup-
plementing the work of the RM, though their messages
are strongest when echoed by the front-line advisor who
wraps conversations around client newsletter articles or the
arrival of topical speakers.

However firms choose to arrange for the individual
and family-wide services discussed in this article, the vision
must come from the top. Leadership is needed both exter-
nally with client families and internally within the finan-
cial institution. For client families, a proactively defined
process of providing family-dynamics services helps
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everyone involved. Otherwise, neglect of this crucial
function leaves each RM and each client family scram-
bling to find solutions on their own—dependent on the
issue, the availability of consultants, and the fit among the
family, the firm, and the consultant. Within firms, leader-
ship support is fundamental for training RMs and for
developing a culture that clearly promotes the value of
these services. Among other things, this helps offset the
skepticism from financial advisors who may neither under-
stand nor accept the presence of psychologically trained
professionals under their roof or near their clients. When
all staft—front-line R Ms, investment advisors, and even
administrative personnel—see that the firm’s mission
includes support of family-dynamics services as part of
integrated wealth management, families feel the differ-
ence and get the benefit.

The Challenges of Providing Integrated
Services in Family Dynamics

As financial firms prepare to provide these services
to families, they encounter several challenges:

Recognizing the different mode, timeframe, and out-
come measures necessary for family-dynamics services.
These services differ in several ways from traditional finan-
cial services oftered by the firm. First, they cannot be
offered without the active involvement and participation
of family members. These activities are done with the
family, not for them. It takes time and emotional energy
for the family to participate. Second, Hughes [2007],
Budge [2008] and others have pointed out that financial
and other expert technical services to families are pri-
marily transactional, while family-dynamics activities are
transitional, in that they take place over time and often
need ongoing attention. These activities take place within
the evolution of the family over generations of a life cycle.
They involve helping the family to anticipate and manage
the transitions of the family as questions about family
wealth and enterprise shift with the generations. Their
transitional nature also means that issues are not necessarily
resolved in a definitive way with a clear conclusion. Rather,
they represent agreements and choices that may be in
continual evolution. A firm must therefore understand
that the nature of family-dynamics services is different
than many of their other offerings, asking for the engage-
ment of time by both the RM and the family with less
definitive or clear outcomes.
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Defining the business model and pricing for services.
Historically, many firms have oftered some level of family-
dynamics services as part of their overall fees, whether part
of a fixed-fee arrangement or tied to assets under manage-
ment (AUM). In the current environment, pricing for
family-dynamics services is an active area of interest and
struggle. Firms must balance how to maintain profit mar-
gins, determine client and RM profitability, cope with the
shifting desires of families to bundle or unbundle services,
and deal with increasing demands for transparency, all while
remaining competitive (Paikert [2007], FOX Research
[2008], Family Wealth Alliance [2008]). Some firms ask
clients to pay separately for family-dynamics services using
a flat-fee or retainer arrangement, while others bundle these
as a value-added part of their general offerings linked to
AUM. Difterent pricing models have different advantages
and disadvantages, not only in fees but in the intangible
value placed on family-dynamics services. Charging a sep-
arate fee allows the firm to be compensated for the extra
time needed to work with client families with multiple
needs. It also eliminates the background cost-shifting that
must otherwise occur in a one-size-fits-all model where
low-service clients are in effect subsidizing high-service
clients. Yet, it risks conveying to clients that the core com-
petencies and service areas of Exhibit 1 are not really a part
of the core business of wealth management. In addition, it
may provoke the resistance of clients who do not initially
seek these services and in fact have to be convinced that they
need them (or think their general fees should include them).

Within the firm, the value that is placed on pro-
viding these services rests on whether the time and effort
devoted to family dynamics can be clearly linked to acqui-
sition and retention of clients as well as the firm’s iden-
tity within the marketplace. It also depends on firms’
having a much clearer handle on the actual profitability
of each client relationship, the efficiency and skills of RMs
in delivering family-dynamics services, and whether the
firm can choose efficiently from the full menu of in-house
and external services. Larger SFOs, MFOs, and institu-
tional firms may find it easier, for example, to keep appro-
priately trained professionals available and occupied with
families’ needs due to economies of scale, compared to
small- and mid-sized firms. There is no single solution
now or on the horizon. However, one viable option may
be our description of a basic but substantial set of in-house
educational and family-dynamics services for all clients—
bundled as part of general fees—which is combined with
advanced services at additional fees for those families
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needing a higher level of expertise, drawing either from
internally available consultants or external providers.

Finding and developing RMs with family-dynamics
knowledge and skills. The difficulty of finding high-quality
human capital for UHNW wealth management has tra-
ditionally been one of the top limitations to service and
growth in the industry (Family Wealth Alliance [2008]).
Firms wishing to hire new or replacement R Ms with skills
in family dynamics run up against the great difficulty of
locating advisors with the core competencies we have
listed. This begs the question: How should a firm find such
advisors or train them for the skills required?

In hiring RMs, prior successful experience in family
dynamics is obviously of tremendous value, though still
rare. Firms need to evaluate potential hires for emotional
intelligence, empathic skill in client relationships, and aware-
ness of affluent family dynamics beyond a superficial level.
One method of evaluating new hires may be to use the
core competencies and service areas of Exhibit 1 as a check-
list for determining experience and performing behavioral
interviewing using common client scenarios. A combina-
tion of personality assessment during hiring plus coaching
and training of RMs post-hiring may be the most likely
method to build a deep bench of RMs with the requisite
aptitudes and skills within a firm. Many firms use a team
model where clients work with two RMs of similar status
or one senior RM and one junior RM. Distributing family-
dynamics skills throughout the RM group can provide
access to capabilities on a broader basis while elevating the
entire group through the use of the case discussions, expe-
riential learning, and role-playing described earlier.

Help may eventually arrive from the wealth man-
agement industry itself. Short-term training programs
for RMs have typically had a strongly technical focus that
incorporates only incidental training in family dynamics.
New training and certification programs are in develop-
ment at the Family Wealth Alliance, Family Office
Exchange, Family Firm Institute, the Investment Man-
agement Consultants Association, and academic institu-
tions such as the Sauder School of Business at the
University of British Columbia. Programs differ in the
extent to which they incorporate a strong focus on client-
relationship behavioral skills and knowledge of family
dynamics in wealth, yet even a modicum of training is
better than the minimal level many current RMs have.
These consulting organizations may be helpful in funding
research, advocating for identification of RM relationship
skills and training, and evaluating wealth managers about
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their adequacy of family-dynamics services. When family-
oriented services are highly prized, both RMs and firms
may devote more resources and training to their support.
Furthermore, when a competitive advantage falls to RMs
with core competencies and family-dynamics skills, more
RMs will see the need for training in those skills.

Finding and developing professionals trained in both
psychology and finance. Beyond the difficulty of finding
psychologically skilled R Ms there is the surprising dearth
of family-dynamics experts available when an outside con-
sultant is needed. It can be a challenge to find well-qual-
ified and well-trained consultants who have experience
working in financial services systems, know how to operate
in an environment very different from private therapy or
consulting practices, and have skills for the fast-paced and
action-oriented atmosphere of today’s wealth management
organizations. Many wealth management firms complain
they wouldn’t know who to refer to even if the need arose.
The Family Firm Institute (FFI, www.fhi.org) provides a
consultants’ directory and counts perhaps 200 behavioral
professionals among its American and international mem-
bers.” There are many therapists with varying credentials
and degrees of experience who may themselves possess
only a portion of the competencies and knowledge areas
listed in Exhibit 1 but who can assist with services in some
areas relevant to wealth management. However, these pro-
fessionals also need to understand the uniqueness of
offering services to a special clientele who may not want
full therapeutic treatment. These professionals need their
own training and skill enhancement to provide eftective
services. Broader demand for the expert services described
here may overrun the resources of the limited number of
specialists in this tiny corner of the mental health field. In
the long run, training programs must be publicized and
enhanced in family business centers, family therapy training
centers, and academic departments, bridging financial
advising and psychological services. In the near term, wealth
managers are left to access expert consultants through FFI,
the use of Internet keywords, contact with leading pro-
fessionals in relevant service or geographic areas, and
inquiries to other firms already working with experienced
consultants.

SUMMARY: THE PROMISE OF
INTEGRATED WEALTH MANAGEMENT

Development of financial firms and their advisors
in the psychological aspects of wealth management is in
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its youth but, like early childhood, it is growing rapidly
and learning quickly as it goes. We offer the ideas in this
article as a call to arms for the wealth management
industry. The model we describe here is clearly aspira-
tional, but client families can and should expect their
wealth managers to serve their human needs with com-
petence. As an industry, we now know what services are
needed by families, who may be best positioned to deliver
the services (with appropriate training), and how services
need to be arranged for the benefit of clients. There is
also a clearer sense of the dilemmas, challenges, and ben-
efits inherent in different models of service delivery, though
much controversy remains about how best to resolve these.

Client families place more than their assets in the
hands of a financial firm and its statt—they entrust their
dreams, their worries, their very futures. Relationship
managers and their firms share a responsibility to provide
competent services for the personal and family dynamics
of the clients they serve. Fulfilling this responsibility brings
together the family, its wealth, and its managers—the core
components of family wealth management.
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