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THE FAIRNESS TRAP

Equal Division Is

Seen as Natural and

Morally Defensible

It Signals Neutrality

Equal distribution among children or branches reduces the risk of perceived favouritism and 

reflects a parental instinct to treat heirs uniformly.

Equality Without Structural Thought

Strict equality can produce the instability it seeks to avoid. Equal control, in particular,, can 

make authority ambiguous.

Negotiation Hardens Into Contest

Where authority is ambiguous, routine decisions require negotiation. Over time, 

negotiation hardens into contest between branches.

Instinct and Principle

The task is to distinguish equality as a familial instinct from equity as a governance 

principle.

Equality and Equity

Equality seeks identical treatment.

Equity seeks coherence, fairness and long-term continuity.
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A CASE F ROM THE BOOK

A Pharmaceutical

Enterprise, Two Sons

and Two Daughters-in-Law

LINEAGEThe Patriarch

The enterprise passes equally to his two sons. Succession follows lineage; contribution 

matters, but it does not determine ownership.

CONTRIBUTIONThe Elder Son's Wife

A doctor whose relationships with prescribing communities supported new therapeutic 

lines. She asks that her contribution be compensated separately.

PLATFORMThe Younger Son

He accepts compensation in principle but questions its quantum, since her goodwill was 

built on the family's brand, approvals and credibility.

THE QUESTIONOwnership or Compensation

Should contribution translate into ownership or into compensation, and does goodwill 

belong to individuals or to the platform?

Each Position Is Defensible

No dispute has arisen and no litigation is contemplated, yet the structural fault lines 

are already visible.
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ONE DEFENSIBLE ANSWER

Ownership and

Contribution Are

Separate Questions

OWNERSHIPEqual Between the Sons

Ownership flows through the sons, which keeps the enterprise a family institution and 

avoids cross-branch ownership.

DECISION RIGHTSAn Equal Split That Can Decide

A shareholders' agreement sets out which decisions each son may take without the other's 

consent, so that a 50:50 holding does not deadlock.

COMPENSATIONContribution Recorded in Writing

A professional services agreement at a market rate, and a separate payment for past 

contribution benchmarked to an equivalent role.

GOODWILLA Moderate Discount

The younger son's argument goes to the quantum of compensation rather than its 

existence, through a moderate discount for the enterprise's contribution to her goodwill.

Answer Each Question Separately

In a small, family-operated enterprise, ownership and compensation are treated

as separate questions and answered independently.
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ACTIVE AND PASSIVE MEMBE RS

Participation

Becomes Uneven

Across Generations

ACTIVE MEMBERS

Commit their professional lives to the 
business.

Expect authority commensurate with 
their responsibility and exposure.

Need defined leadership or 
governance roles with clear 
mandates, and compensation for the 
work they do.

PASSIVE MEMBERS

Pursue independent careers while 
retaining economic stakes.

Prioritise financial stability, 
transparency and the ability to exit if 
required.

Need economic rights, access to 
information and structured liquidity 
mechanisms.

Differentiated Pathways

Where both hold identical ownership without differentiated pathways,

ownership becomes the default basis for asserting influence.
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PROCESS AND LEGIT IMACY

Fairness Depends

on How Decisions

Are Reached

THE PROCESSPerception Follows Process

Transparent reasoning and structured dialogue secure acceptance, even when outcomes 

differ across stakeholders.

THE RISKDecisions Without Explanation

Technically sound decisions imposed without explanation may be viewed as unfair, 

regardless of their merits.

THE DELAYDecisions Deferred

Postponement narrows the options. When succession comes suddenly, the family chooses 

from limited options under time constraints.

Fairness Does Not Require Sameness

It requires that stakeholders understand how decisions were reached

and why they serve continuity.



The Takeaway

Equal ownership can hold when it is supported by a governance framework, 

and when contribution is recognised separately from ownership.

Equality
A familial instinct: identical shares for every heir, 

irrespective of role or contribution.

Equity
A governance principle: coherence, fairness and long-term 

continuity.

Pathways

Defined roles, mandates and compensation for professional 

contribution for active members; economic rights, 

information and liquidity for passive members.

Process
Decisions explained, reached through structured dialogue 

and taken before a transition forces them.

Each of these decisions rests with the founder, whose centrality is

the enterprise's greatest asset and its greatest governance risk.

NEXT   →   The Founder's Trap
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