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I often refer to Bud D’Avella, Jr. as the family business “whisperer.” With more than 
four decades of helping families transcend an entire range of difficulties, he has a 
unique ability to go into even the most toxic of situations to help families achieve 
resolution and be able to move forward. From an early career working in his 
father’s New Jersey pharmacy at the age of 12 to managing one of the largest law 
firms in New Jersey to serving as President and Chief Operating Officer of Pru-
dent Publishing Company, Bud has always led by example. He is a Member of the 
Federal and New Jersey State Bars and a New Jersey Court-Approved Mediator.  
I’m pleased to share Bud’s insights here in my exclusive interview with him.

BB: Bud, you are consultant and a mediator for family businesses and have more 
than 40 years working with family businesses.  You’ve helped families navigate a 
breadth of issues, from financial and managerial to emotional.  What do you think 
it takes to run a successful family business?

BD: It takes the same skills and talents to run a family business as to run any 
business.  Such things as developing human resources, being ready for change,  
planning for the future, financial prowess and finding, developing and marketing 
a product must be done well to be successful.  Sadly, in the many family businesses 
that fail, this simple fact is ignored.  Too often people in family businesses feel that 
the way they’ve always done it will always work, and too often it does not.

BB: What are the three signs that indicate that a family might need an external 
advisor to help them with their business?

BD:  Families – or a family member – reach out to me when they are unable to 
move forward. Often it is when they can’t reach an agreement on a single issue or 
something larger like the overarching strategy of the business. Or it could be the 
result of the death of an important family member.  Interestingly, it is often the 
person who could not make it on the “outside,” separate from the family business, 
who initially reaches out. Finally, it can be when a significant part of the family is 
looking to sell.  The most important thing I tell everyone in that situation is that 
getting family issues straightened out before doing a deal is critical.   My job is 
always to facilitate a balance of success and harmony.

BB: Are there common themes that cross a breadth of family businesses, regard-
less of industry and location?  
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BD: The most common is history and 
longevity.  A strong family connection 
can simply make a business stronger 
and last longer.  Reputation is a close 
second, in part because when the 
family name and mantle are attached 
to a business all the family members 
work very hard to keep that reputation 
strong. Finally, I would say the culture 
of the business can be handed down 
and strengthened in a family business 
situation.

BB:  How important are the individual 
family dynamics in a business situa-
tion? 

BD: This is the root of many family 
problems: they don’t deal with the un-
derlying familial dynamics.  I consis-
tently see a similar set of profiles and 
these main characters:

The Patriarch: Often the founder, with 
great talent but sometimes unable to 
transition the business to the next gen-
eration, or grow it to the next level.

The Bully: Often a talented child of the 
founder who feels that he or she de-
serves the premier role and that others 
know little.

The Foil: Very family-oriented, some-
times older than the Bully, but can save 
the business’s future.

The Mascot: Sometimes spoiled, 
always loved, but never able to really 
take on a primary role. The individual’s 
behavior is a reflection of everyone else 
in the family.

The Youngest: This is not the Mascot.  
This individual has learned from his or 
her older siblings’ errors, is gregarious 
and able to bring people along.  When 
he or she has talent, they can be a very 
effective leader of the business.

BB:   I imagine each family situation is 
unique and requires its own solution, 
but how do these profiles impact how 
you work with each family?

BD: The hardest part of my work is 
fathoming the real sources of problems 

in the family business.  These profiles 
help to identify the various forces at 
work within the family, and bring to 
mind other families’ issues and possi-
ble solutions.

BB:  Let’s talk about money.  I know 
from my own experience as a wealth 
advisor that money can often fracture 
family relationships and cripple a 
business.

BD: Compensation often surfaces as 
a common challenge.  I advise fami-
lies that they should pay each family 
employee what they are worth on the 
open market.  They should not try to 
make it even out.  For example, if one 
child is doing a fantastic job, carrying 
the lion’s share of work, pay them what 
they are truly worth.  Conversely, if 
another child does not contribute the 
same positive value, they should not be 
rewarded with an equal salary or other 
benefits.  

BB: I’ve heard you mention an old 
saying, “shirtsleeves to shirtsleeves in 
three generations.”  Can you explain 
this further and discuss the particular 
issues, depending on which generation 
the business is operating; for exam-
ple, if it is the third generation, is that 
harder than the second generation?

BD:  First, let me clarify that saying: it 
means that the wealth built by the first 
generation is lost by the time the fam-
ily business reaches the third genera-
tion.  The success of the business – and 
avoidance of this result – often de-
pends on whether the second or third 
generation has the magic answer: to 
bring in and listen to talented outsid-
ers.  With so many career options and 
global access, today is quite a different 
landscape for a family business than it 
was 50 years ago.  You’ll now find en-
lightened families asking the children 
if they want to come into the business; 
a generation ago that was a given and 
the question wasn’t asked.  And it is 
important to note that few family busi-
nesses can support all of the children.  

They often need to have other options.

BB: What are the most critical legal 
planning issues a family business 
should have in place?

BD: The legal planning in the event of 
a death must accomplish certainty in 
the continued conduct of the business, 
safety from financial stresses due to 
estate taxes, etc., and clarity regarding 
the disposition of the business and 
other assets.  As to the first, such clar-
ity must be provided in the event of a 
disability as well.

BB: Have you ever known a family 
business to have been dissolved or be 
sold because the family can’t come to 
terms? How would you advise to guard 
against this type of situation? 

BD: I am aware of many situations 
where that has happened.  In the most 
recent I was appointed custodian by a 
court which found one of the share-
holders to be “oppressed.”  While 
several of the family members did not 
want to sell the business, that turned 
out to be the only way to get fair value 
to all the shareholders.  So I was tasked 
to negotiate the sale, and the family, 
while receiving an excellent price, no 
longer owned the business they had 
grown from nothing.  

In my view, such situations only grow 
when there is a lack of communica-
tion, and often respect, within the 
family.  Conducting regular meetings, 
sharing information in a businesslike 
setting, and being sure all sides of the 
family have a chance to be heard can 
prevent such a disaster.  Often a facili-
tator familiar with conflict resolution is 
needed, and perhaps a formal Board of 
Advisors, but I have seen such meth-
ods greatly reduce family disharmony, 
find the common ground, and signifi-
cantly improve the business such that 
all are content.

BB: What are some of the challenges 
in acquiring and incorporating an-
other business into an existing family 
business?
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New Jersey lawmakers surprised 
everyone in late 2016 when, as part of 
the state gas-tax bill, they also agreed 
to phase out and repeal New Jersey’s 
onerous estate tax. The abolishment of 
the estate tax is the state’s most signifi-
cant tax change in more than a decade.

This change is a significant step 
forward. It will definitely help New 
Jersey begin to shed its image as one of 
the most tax-unfriendly states in the 
nation. However, there’s always more 
that can be done, particularly in the 
tax-reform arena. 

RegentAtlantic’s research — and our 
many real-life conversations with 
frustrated business executives — tells 
us that New Jersey still is on the cusp 
of losing some of its most successful 
companies and their owner-residents. 
The main issue is still high taxes.

We have some clear ideas on how to 
make New Jersey more hospitable to 
existing and new businesses. To read in 
detail about our suggestions, download 
a PDF of our white paper: “Closed for 
Business: Is New Jersey Pushing Out 
Small- and Medium-Sized Compa-
nies?” Here’s a brief overview of the tax 
changes we recommend:

Priority 1: Eliminate New Jersey’s 
inheritance tax

Repealing the estate tax was a very 
strong first step. Beginning January 
2017, New Jersey’s state estate tax ex-
emption rises to $2 million per person 
from $675,000 per person. In 2018, it’s 
gone altogether. However, the state’s 
inheritance tax lives on. We advocate 
reducing or eliminating it.

New Jersey has been only one of two 
states that runs a two tax system – es-
tate and inheritance.  If you don’t know 
the different between the estate and the 
inheritance tax, it all depends on who 
is scheduled to receive the funds.  The 
estate tax that is being repealed applies 

to assets being left to your spouse, 
children or grandchildren, parents or 
grandparents. 

However, if you bequeath money 
to family members other than your 
spouse, children or grandchildren, 
parents or grandparent, those folks 
still pay state inheritance taxes on the 
funds you give them.  The inheritance 
tax exemption only goes up to a mere 
$25,000 and the tax rates range from 
11% to 16%.  To encourage wealthy 
individuals/business owners to remain 
in the Garden State, we advocate elimi-
nating this state tax.

Priority 2: Base New Jersey’s income 
tax on federal adjusted gross income 
(AGI). Also, reduce corporate tax 
rates so they are competitive with 
other states.

Taxpayers in New Jersey pay income 
tax based on their gross income rather 
than their federal AGI. That means 
entrepreneurs can’t take the tax deduc-
tions that their peers in, say, New York 
can. Those deductions include: Medi-
cal/dental expenses, casualty and theft 
losses, capital loss carry-forwards and 
charitable gifts, among others. This 
should change.

When it comes to corporate tax rates, 
New Jersey is one of only four states 
plus the District of Columbia that has 
a rate of 9% or higher. Our Corpora-
tion Business Tax rate is 9% on adjust-
ed entire net income or on the portion 
allocable to New Jersey. To compare 
more favorably to other nearby states, 
the state needs to rethink corporate tax 
rates.

Priority 3: Slow property tax  
increases.

Our state property taxes are, by far, 
the highest in the country. Rates do 
need to rise over time, but should 
do so at a more reasonable pace. The 
governor’s 2010 property tax cap of 

2% was a strong start. However, many 
municipalities get around this cap due 
to special circumstances. We need 
stronger limits. 

If an owner can’t attract top employees 
to New Jersey because they fear high 
housing costs and skyrocketing prop-
erty taxes, the owner may relocate his/
her company elsewhere.

Priority 4: Eliminate state taxes on 
S-Corporations

Most states do not assess extra tax to 
S-Corps on top of their net income 
tax, but New Jersey does. In addition, 
the sliding tax fee leaves smaller firms 
paying a much higher percentage of 
their revenue in extra S-Corp taxes 
than larger corporations. We need to 
stop penalizing smaller, entrepreneur-
ial companies.

More to come

In future blog posts about New Jersey’s 
business crisis, we will discuss:

• The impact of the state’s business 
“brain drain” 

• Concrete examples of how some 
business lose out financially when 
they choose New Jersey as their 
headquarters

• The importance of state business 
incentive programs

Learn more about New Jersey’s busi-
ness-outmigration in our white paper. 

Brian Kazanchy
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BD: The main challenge in such a merger situation – wheth-
er or not involving a family business – is melding the 
different cultures.  This takes skill, time and effort.   Where a 
family business is involved another significant layer is added 
to the culture melding, one that can be very threatening to 
the non-family business side of the equation.

BB: Can you discuss goal-setting and some of the HR tech-
niques that you incorporate?

BD: Just having the discussion about goal setting is often 
foreign to family businesses.  It’s another instance where 
the family business needs to take its cue and be run more 
like a normal business.  Too often the family members feel 
entitled to their place in the business. By setting goals and 
working to achieve them – with fair judging – they can earn 
their place in the business and, most importantly, the busi-
ness can fare better than it would otherwise.

Bud can be reached at D’Avella Family  Business Law and 
Advisory,  http://www.davellafamilybusiness.com/.  

We also invite you to meet and hear Bud in person at our 
Business Owners’ Seminar: Your Future Starts Today on 
May 4, 2017.  I’m delighted that Bud will be a featured 
guest on our panel, moderated by Michele N. Sikierka, 
Esq.  To register, click here.
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Managing Partner and  
Wealth Advisor CFP®, MS
bbeene@regentatlantic.com
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You built it. Now let us help with what’s next on your agenda. 
Because we’re owned by our employees, many of us are business owners ourselves. As such, we understand the scope of 
financial and operational responsibilities inherent in running your own company. You have enough demands on your time 
and energy without the additional burden of mapping a route to retirement or other long-term goals. Having a personal 
plan is just as important as having a business plan. A financial plan saves you valuable time and gives you the freedom to 
relax. Knowing you’ve prepared for the future, you can turn your attention to running your business.

The key components of a financial plan for business owners.
We specialize in helping you develop a plan for financial independence, preparing to transition out of a business financially 
and psychologically, generating a paycheck from the portfolio, succession planning, domicile planning and other strategic 
planning matters that come with owning your own business.

Brian Kazanchy
Managing Partner and Wealth 

Advisor CFP®, CFA, MBA
bkazanchy@regentatlantic.com

973.425.8420 ext. 235

J. Brent Beene
Managing Partner and 
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973.425.8420 ext 230
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Important Disclosure Information
Please remember that different types of investments involve varying degrees of risk, including the loss of money invested. Past performance may not be indicative of 
future results. Therefore, it should not be assumed that future performance of any specific investment or investment strategy, including the investments or investment 
strategies recommended or undertaken by RegentAtlantic Capital, LLC (“RegentAtlantic”) will be profitable. Please remember to contact RegentAtlantic if there are 
any changes in your personal or financial situation or investment objectives for the purpose of reviewing our previous recommendations and services, or if you wish to 
impose, add, or modify any reasonable restrictions to our investment management services. A copy of our current written disclosure statement discussing our advisory 
services and fees is available for your review upon request. This newsletter is not a substitute for personalized advice from RegentAtlantic. This newsletter is current only 
as of the date on which it was sent. The statements and opinions expressed are, however, subject to change without notice based on market and other conditions and 
may differ from opinions expressed in other businesses and activities of RegentAtlantic. Descriptions of RegentAtlantic’s process and strategies are based on general 
practice and we may make exceptions in specific cases.
Please remember that RegentAtlantic does not provide tax or legal advice. Please consult with a legal or tax professional prior to implementing any of the strategies 
discussed in this newsletter.


