SMU Postgraduate Professional Development (PGPD) workshop
on Understanding Families in Business

2nd March 2024

(Also refer postings on 6th April 2023 & 7th October 2023)
ChatGPT for Family Business - DRINKWELL case study

Objective: To use OpenAl ChatGPT in attempting a family business case study.

Question A:
When and why should family businesses consider seeking private equity investment for their
businesses?

1. Expansion and Growth: Private equity provides capital for expanding operations, entering new
markets, and investing in R&D, fostering accelerated growth and seizing strategic opportunities.

2. Professionalization and Expertise: Investors offer management, operational, and strategic
expertise, enhancing performance and long-term sustainability.

3. Diversification: External funding diversifies capital sources, reducing reliance on internal funds
and mitigating risks associated with market fluctuations.

4. Succession Planning: Private equity facilitates succession by offering an alternative path for
ownership transition when there's no clear successor or when the next generation lacks necessary
skills or interest.

5. Value Creation and Exit Strategy: Private equity aims for value creation and returns.
Collaboration with investors results in increased valuation and liquidity options, benefiting family
owners during exit planning.

Question B:
What attributes should family patriarchs and matriarchs look for in private equity investors?

1. Experience and Track Record: Seek investors with a successful history in similar industries,
indicating their ability to add value and navigate challenges.

2. Alignment of Values and Goals: Look for investors whose values and long-term objectives align
with those of the family and the business, fostering a collaborative relationship.

3. Expertise and Resources: Assess the investor's expertise in relevant areas such as strategic
planning and operational improvement, along with the resources and networks they can bring to
support growth.



4. Financial Stability and Commitment: Evaluate the investor's financial stability and commitment
to the partnership, ensuring they have the capacity to support growth plans.

5. Flexibility and Understanding: Prioritize investors who understand the unique dynamics of
family businesses, including the importance of values, legacy preservation, and succession
planning.

6. Communication and Transparency: Choose investors who prioritize open communication and
transparency, fostering trust and alignment between the family and the investor.

7. Exit Strategy and Legacy Preservation: Discuss the investor's exit strategy and ensure it aligns
with the family's goals for legacy preservation and continuity. This ensures a smooth transition
when the time comes.

Question C:
When is it appropriate for family businesses to consider liquidation?

1. Insurmountable Financial Difficulties: Family businesses may opt for liquidation when facing
overwhelming financial challenges, such as excessive debt, declining revenue, or insolvency.

2. Succession Challenges: In the absence of a viable succession plan or interested family members
capable of continuing the business, liquidation may be chosen to wind down operations.

3. Changing Market Conditions: Family businesses may choose liquidation if they are unable to
adapt to evolving market trends, technological advancements, or shifts in consumer preferences.

4. Retirement or Exit Strategy: Liquidation could be an option for family business owners seeking
to retire or exit the business, allowing them to realize the value of their assets and investments.

5. Strategic Restructuring: In cases where restructuring efforts fail to revitalize the business or
address underlying issues, liquidation may be considered as a means of restructuring or refocusing
resources.

6. Legal or Regulatory Compliance: Family businesses facing significant legal or regulatory
challenges, such as lawsuits, compliance violations, or environmental issues, may opt for
liquidation to mitigate risks and liabilities.



