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Bridging the family business generation gap: avoiding the twin traps of the family breaking the business, or the business breaking the family

Latest PwC research shows:
· Next generation is ambitious, with 86% wanting to do something significant and special
· 80% have big ideas for change and growth
· But 88% say they have to work harder than others to ‘prove themselves’
· And 59% say gaining the respect of their co-workers is biggest challenge 

LONDON – 15th April 2014 – The transition from one generation to the next can make or break a family business; and as the ‘baby boomers’ hand over to the ‘millennials’, the risks of getting it wrong have never been greater. 

The results of new research by PwC, talking to more than 200 next generation family members likely to take over the family businesses in 21 countries worldwide, has led to the publication of Bridging the gap: Handing over the family business to the next generation. This survey looks specifically at the issue of succession: how family firms are planning for this, how the next generation views this, and the challenges all family firms face in implementing this.

One word that crops up repeatedly in the research is ‘gap’:
· The generation gap between the current generation and the one in waiting
· The credibility gap the next generation can face as they struggle to get established, and
· The communications gap that can open up between parents and children at whatever age and even in the most successful businesses.

The generation gap
Says Henrik Steinbrecher, PwC Global Middle Market Leader: “The transition from one generation to another has always been a potential fault line in the family firm, but never more so than now that the ‘baby boomers’ get set to hand over to the ‘millennials’. The world has changed out of all recognition since the current generation took over, and the pace of change can only accelerate in response to global megatrends like demographic shifts, urbanisation, climate change and new technology.”

The PwC survey suggests that the handover for ‘first generation’ businesses – those making the transition from start-up venture to family firm - is more fraught. Those taking over under these circumstances are far less enthusiastic about the prospect; 20% say they’re not looking forward to running the business one day, compared to 8% for respondents as a whole.

more . . .





But there’s no doubting the ambition of those of the next generation who have decided to go into the family firm. 86% of those surveyed want to do something significant and special when they take over, and 80% have big ideas for change and growth. Some want to launch new products or ventures, or make changes to where and how the business operates; others want to invest in new technology and explore new approaches to marketing using social media.

Many (14%) of the next generation have taken business degrees to help prepare themselves for succession or management and training courses (34%), and they’re looking to apply what they’ve learned to the family firm. They want to implement more rigorous processes, especially around disciplines like finance and budgeting; they want to clarify roles and responsibilities and document them better; and they want to update their IT systems to take advantage of the opportunities opening up through digital technology.

The credibility gap
Bearing the family name is not enough on its own to impart credibility, with many of the next generation thinking it can even work against them. 88% say they have to work even harder than others in the firm to ‘prove themselves’. 59% consider gaining the respect of their co-workers is the single biggest challenge they face.

[bookmark: _GoBack]Promotion to CEO is no longer automatic for the next generation, with a growing number of family businesses being prepared to make tough succession decisions. The survey revealed that 73% said they were looking forward to running the business one day, but only 35% thought that was definite, and as many as 29% thought it at best only fairly likely.

The PwC survey shows that it is increasingly common to seek work experience outside the family firm. Only 7% of the next generation had gone into the family business straight from school, as their parents and grandparents typically did. 31% went to university first and 46% had worked for another company before taking a role in the family firm.

The communications gap
There’s a tendency for some in the older generation to overestimate how well they have run the business, while underestimating their children’s capacity to do this as competently as they did.  

Says PwC UK partner Sian Steele: “Members of the current  generation often comment that their children aren’t sufficiently entrepreneurial and aren’t prepared to put in the long hours they did to build the business; while down the hall their children are wishing their parents would embrace the possibilities of new technology, and be more receptive to new ideas.

“This sort of impasse can slow down decision-making, and lead to the phenomenon of the ‘sticky baton’, where the older generation hands over management of the firm in theory, but in practice retains complete control over everything that really matters.”

The survey reveals that 87% of the next generation think their parents have confidence in them and 91% would value their continued input. But as many as 64% think the current generation will find it tough to let go.

The way forward
Concludes Henrik Steinbrecher: “The stakes are high when it comes to dealing with succession, particularly when you take into account that family and privately owned businesses make up 30% of the world’s billion dollar businesses, and deliver between 70 - 90% of global GDP. The firms that manage succession well are those that plan many years ahead - ideally, five to seven years in advance - accompanied by ‘sensible conversations’ that address roles, responsibilities, and timings.”
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Notes:

1. Methodology: 207 interviews were conducted with the next generation members likely to take over the family business in 21 countries, with a focus on those with a sales turnover of more than $5m. The companies were drawn from a range of sectors, with most of the sample having taken part in the 2012 PwC Family Business Survey. The interviews were conducted between 3rd February and 14th March 2014 by Kudos Research, and the results analysed by Jigsaw Research.

2. The report on the findings of the Family Business Survey 2012 can be downloaded at 
www.pwc.com/nextgen

3. PwC helps organisations and individuals create the value they’re looking for. We’re a network of firms in 157 countries with more than 184,000 people who are committed to delivering quality in assurance, tax and advisory services. Tell us what matters to you and find out more by visiting us at www.pwc.com.
PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see www.pwc.com/structure for further details. 
2014 PricewaterhouseCoopers. All rights reserved.
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