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FAMILY BUSINESS TOOLKIT

INTRODUCTION

PLAY TO YOUR STRENGTHS..

This BDO Family Business Toolkit has been
developed to help family business owners better
understand the challenges facing all stakeholders
within a family business.

This chart shows the fundamental advantages
that a family business has over its competitors.

The tools can be used by all within the business
to create a framework for success for current and
future generations.

ADVANTAGES

Commitment

Knowledge

Flexibility

Long-range

EFFECT
The family is dedicated to the
growth and protection of the
business at the core of its wealth.
The family is stronger and more
focussed – and so is the business.
The intricate workings of the
business may be known to a
number of family members
who can maintain service levels
and make rapid and accurate
shorthand decisions.
Blurred edges between home
and work create additional
reserves for the business
workload.
Objectives are measured in
generations, not weeks or
months.
Growth and continuity are
important factors to the family
name and reputation.
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....CONQUER YOUR WEAKNESSES

INTO THE NEXT GENERATION...AND BEYOND

This model helps to understand the differences
between family and business approaches to life.

Family businesses often have aspirations to
pass the business onto the next generation.
The issues of succession must be faced early.

Many family business situations arise from
a conflicting approach to a particular issue.
It is not that a family approach or a business
approach is right or wrong, just that each has
to be applied in appropriate circumstances. Try
to use the model to firstly identify whether the
issue has a family or business emphasis, and
accept, and understand the approach that is
justified in each case.

Family
Emotion based.
Subconscious
behaviour.
Inward
looking.
Minimising
change.

Friction
& Conflict

Business
Task based.
Conscious
behaviour.
Outward
looking.
Exploring
change.

This chart outlines topics of succession transition
management for family and non-family members:
FAMILY
• Identify relevant family
members by ability

NON-FAMILY
• Assess capabilities of
management
• Communicate: clearly
• Create training
articulate the ability
programs
of management to
• Encourage outside
succeed in the business
experience
• Consider a controlled
• Nurture involvement,
capital involvement for
do not force
non-family members
• Create clear family
• Create incentives to
plans and communicate remain
• Make sure the playing
• Set out ownership goals
field is level
• Understand
• Avoid the family
management
becoming captive of
transitions: plan
outside management
retirement strategies
skills
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SUCCESSION PLANNING
BOX 1	Less than 30% of family businesses
survive to the second generation.
If you are less than 10 years from
retirement and have not started your
succession planning, you may have left
it too late. Communication within the
family and appropriate training at the
right time are both vital. Otherwise,
you may well end up with family
battles, sibling rivalry and brakes on
your corporate growth.
BOX 2	This can indeed result in happy families.
But make sure the family members are
right for the job and beware of losing
good non-family managers.

Wish to involve family
Low
High

TIMEFRAME FOR PLANNING

1

Conflict

2

Happy
Families

3

Risk

4

Optimism

Late

Early

BOX 3	Your thoughts on succession may, for
example, lead to the decision to sell or
merge. But plan your chosen route well
in advance or you risk losing the benefits
of your successful growth to date.
BOX 4	This can maximise your opportunities
and maintain the business growth. If
family successors were hoping to be
involved, then good communication
can still keep family harmony without
interfering with your corporate strategy.
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FAMILY STRATEGIC PLANNING
A family can significantly improve its chances of
success by:
•
•
•
•

Planning its future together
Establishing clear policies
Governing its relationship with the business
Defining the responsibilities of family
members.
This diagram illustrates the process of creating a
family plan.
Evaluation of
current situation

Establish & develop
Family Policy

Action Planning
Identification of key members responsible
for activities, timeframes, performance &
evaluation

Implementation

Monitor & control
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GOLDEN RULES FOR FAMILY MEETINGS
The importance of family meetings about the
business cannot be overstressed. Use these
rules to get the best from the family forum.
•
•
•
•
•
•
•
•
•
•

Listen to each other
Try to understand each other’s viewpoints
Show respect
Say what you mean, but avoid personal
attacks
Avoid vagueness
Be prepared to explain your reasoning
Do not interrupt, even if you disagree
Avoid making demands
Do not over-concentrate on the past
Aim for consensus.

COMMUNICATION SKILLS
The table opposite shows the effects of
restructuring communication and encourages
the benefits into your business.

OBSTRUCTION TO ISSUES OF
BENEFITS OF
COMMUNICATION COMMUNICATION PRESENTATION

I don’t want
people to know
how much I earn.

You may be
assumed to be
unprofitable or
unsuccessful. This
is demotivating
for all those
associated with
your business
and potentially
dangerous.

Your business is
seen as profitable
and the business’
demand for
investment is
clearly understood.

Competitors
may learn my
strategies.

Sensibly structured
covenants for key
employees will
provide comfort
without this
restriction.

Including
employees at
all levels will
motivate and
incentivise.

Lack of knowledge
I may contradict
about strategies
my family or
discourages
employee’s wishes.
continuity.

Knowledge of your
strategies assures
consistency of
effort.

Closeting simple
strategies gives no
opportunity for
teamwork. Lack
of teamwork in a
family business
is frequently the
core reason for
restricted growth.

Teamwork
encourages
growth. Sensible
openness and
mutual respect
are the unsung
heroes of business
strategy.

I don’t want to
show a lack of
sophistication.
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FAMILY COUNCILS

PROFESSIONALISM

A family council is a working governing body
that is elected by the family assembly to discuss
family business issues.

Professionalising a family business is not meant to
be a high moral ideal – it is the recognition that if
a business grows, it must identify each of the roles
of the family much more clearly. This chart shows
four elements of family/ business stewardship.

While composition, structure and functioning
offers from one family to another, duties
typically include:
•
•
•
•

Primary link between the family, the board
and senior management
Developing vision, mission and values
Drafting family policies
Dealing with important matters to the family
including conflict resolution.

The most frequently omitted element of
formal family management – should be held,
and the agreed strategies communicated
straightforwardly to the people they affect.

1 F amily Ownership
• Risk/reward of capital
• Consideration of alternative
investments
• The market for a private
company shareholding

2 Family Finance
• Loan/current account
interest
• Security (behind primary
financiers)
• Loan agreements and
repayment terms

3 Family Management
• Commercial remuneration
• Compatibility with nonfamily members
• Monitoring
• Complete management
skill sets

4 Family Obligations
• The family creates burdens
if the rules of boxes one to
three are not followed
• Family obligations are
valid costs of entry for
the focused owners of the
business

Objective business relationships are contained within boxes
one to three and the resolution of many family company issues
starts simply by delineating the roles.
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CONSTITUTIONALLY SPEAKING
A family charter can be invaluable in many
family businesses. It articulates, clearly,
responsibilities of the family between them and
the business – and to non-family members. Well
written, it can replace much of the uncertainty
of the future with the certainty of a fair and
equitable structure created in advance.
Use this checklist to consider areas that could
benefit your business from more constitutional
thought:
•
•
•
•
•
•

Leadership and management structure
Voting and share ownership
Guidelines on shareholding succession
Appointment of a board of directors and its
powers
Responsibilities of shareholders and directors
Communication

•
•
•
•
•
•

Ethical guidelines
Procedure for amendment of the constitution
Appointment and role of the chairman
Arrangements for potential vendors
of shares
Family job specifications and remuneration
Employees’ performance appraisal.
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THE GENE-POOL THEORY OF MANAGEMENT

CHOICES

Family businesses that grow can quickly outstrip
the ability of the family to find sufficient
management resources amongst its members.
Non-family management is vital.

If the sale of the family business is desirable to
maximise wealth but conflicts with the wishes of
the next generation, the obvious answer should
not be overlooked. A Family Management
Buy-Out (FAMBO) has significant advantages.

This set of goals shows the approach that
a family business can adopt to maximise
the benefit and commitment of non-family
employees.

1

Family and non-family members are
recruited and evaluated according to
merit - identical, objective standards
apply.

2

Acceptable career development
opportunities are provided for nonfamily employees, and remuneration is
related to economic principles.

3

If there are any conflicts between
family members, these are not allowed
to affect the business.

4

A management succession plan has
been put in place by the owner, and
has been explained to non-family
employees.

5

The valuable role played by non-family
employees in fostering the success of
the business is openly acknowledged
and rewarded.

1

A FAMBO preserves both the family
and the non-family management of
a business and provides a seamless
transition and continuation.

2

In this composite transaction, the
ultimate balance is encouraged
between the family and the non-family
management. These two fundamental
elements in the family business sit at
the boardroom table as equals.

3

The outgoing generation can provide
the inheritance of the next by passing
on their share of the investment in the
regenerated company.

4

There may be more flexible options
for tax planning. Simply passing a
business on would lose the benefits of
such strategies.

5

Selling the business in this manner
properly punctuates the retirement of
the outgoing generation. The abilities
of the management are confirmed by
the financiers of the new.
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NON-EXECUTIVE DIRECTORS

WHOSE WEALTH IS IT ANYWAY?

The ability to see the real issues and avoid
being mired in otherwise menial day-to-day
management. An important release from these
constraints is the appointment of an expert
non-executive director. Measure your perceived
needs of management against the roles a nonexecutive director can play.

Family businesses need to have the clearest
focus of creation and preservation of wealth. It
is important to use these statements to identify
the dominant claim on wealth within a family
business.

ROLE/ABILITY

EFFECT

Disciplinarian

L ends a framework to meetings
and priorities. Creates a need
to focus discussion about
management strategies.

Landscape artist

Is a view ‘over the wall’ into
other businesses, their successes,
failures and strategies. Alleviates
the loneliness that is always a
feature of business life

Devil’s advocate

 ests and questions, plans
T
and actions from a position of
experience. Should always be
ready to contribute alternative
courses of action

Confessor

 an be the private or public
C
recipient of the concerns
of management, and from
experience will be able to
differentiate between those
issues that are critical and those
that are routine

Buffer

 ill be able to say things to
W
family members that they
cannot, but should say to each
other. These actions lubricate
understanding

Interpreter

 ble to clearly articulate
A
the responsibilities of the
management team. Preserving the
relationships of those who must
work together for the benefit of
the family company objectives.
Remember that the scale of the
problem is directly proportionate
to whether or not you have faced
it before. Non-executive directors
lend experience.

It is my wealth because I own the shares,
because I have chosen not to sell and to reinvest
the value, and because I have close control of
operations either at a strategic or day to day
level. What I do with my wealth is important to
my management and my children, but they will
not be the final determinants of my choice.
It is my family’s wealth because I have encouraged
my children into the business. I have placed them
in positions of responsibility as rationally and
objectively as I can, but perhaps more rapidly
than they may have enjoyed elsewhere. They
are my key management partners and would be
affected adversely if I were to exclude them from
the process of choice, or if I sell.
It is my employees’ wealth because I rely on
their expertise and their management skills,
and I have committed to their development for
the benefit of my business. Family members
may contribute similarly, but non-family
management is a key success factor and must be
an element of any strategic capital decision that
I make.
Compare these statements to the position in
your business, and use them to help define the
opportunity from, and sensitivity to, both family
and non-family management.
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SELLING THE FAMILY SILVER...
A family that has rejected the options of succession
must form an alternative method of retaining the
family’s wealth, translating it into a different, more
portable form. These are the top tips for anyone
considering the sale of their family business.
Time is of the essence: it is impossible to
specify a date for the sale of your business, so
plan early.
Feel that you control the process: an adviser
is essential in the sale of your business,
but make sure open communication is an
absolute priority.
‘No’ is the most powerful word: at
any stage of the process, expect to have
strategies explained to you in the fullest
possible terms. However, do not be afraid
to use your subjective judgment to identify
whether the outcome is what you want. Do
not prolong a process you do not understand.
Create a buffer: there will be statements in
the disposal process that must be made to
the acquirer that you would not wish to say
yourself. An adviser can face difficult issues
without breaking an essential relationship.
The sale should be ‘second’ on your
agenda: avoid ‘deal fever’ by continuing to
run the business as though your family will
own it for a thousand years – your eye will
remain firmly on the ball.
Each of these essential elements of a successful
disposal is only available with the luxury of
planning.
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OWNERSHIP PHILOSOPHIES

SHAREHOLDING

COMMENTS

0-9%

 nly minority rights to avoid
O
oppression from the majority
shareholders

10-25%

 heir consent is required before an
T
offer for the company can be declared
unconditional

The following table identifies the important
thresholds of control and influence within
certain shareholding levels.

26-49%

 an block a special or extraordinary
C
resolution to sell, wind up or change
the constitution

Implementing shareholders’ agreements and
Family Constitutions can beneficially influence
these thresholds and relationships.

50%

 an block an ordinary resolution
C
regarding normal business
requirements such as the
appointment of directors. Could
control the company with the
assistance of one other shareholder
or in the absence of certain minority
shareholders exercising their rights.

51%

Controls the company

75%

 an pass a special or extraordinary
C
resolution

90%

 an accept an offer for shares in the
C
company which will bind the other
minority shareholders

100%

Absolute control

Most family ownership styles fall between
purely commercial goals, without emotional
connection to the family. A family that view its
involvement in the business as a custodian, for
the next generation.
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OPTIONS, OPTIONS, OPTIONS
Arriving at any decision in a family business
demands a review of all appropriate alternatives.
These Rules of Engagement help to set out a
method of rational business choice.

1

Rule nothing out and nothing in.
The first rule of business choice is to
maximise the alternatives available. Do
not expect to choose a single strategy
for the future, immediately.

2

The second rule of choice is to
recognise that it is easier to identify
what you won’t do rather than what
you will.

3

Set out choices as though the family
did not exist as an influence on the
business. Family influence should be
a factor of the choice itself, not of the
range of opportunities.

4
5

Involve an outsider. Businesses are
lonely places and you should not
be expected to know what all the
alternatives are. A respected business
adviser or non-executive has the ability
to help you.
Involve non-family management.
Make sure you recognise the worth of
non-family managers and factor in the
strategies that are needed to ensure
that they remain a profitable influence
on your plans.
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