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Foreword
The publication of The MGI Australian Family and Private Business Survey 2013,
which is the eighth in the series, is particularly important for MGI. It is now a
decade since we first became involved in supporting the invaluable research
of Professor Kosmas Smyrnios, Mr Lucio Dana and the research team.
Sue Prestney
MGI Australasia
Chairman

As the longest running longitudinal study of its type
in Australia, and also one of the longest running in the
world, the research has provided a unique opportunity
to track the concerns and motivations of family and
private business owners over the last nineteen years.
The “dearth of valid research relating to Family
Business” observed in the first report published in
1994 is as relevant now as it was then. Today, as then,
in Australia there is limited official understanding
and knowledge concerning the business practices
of this important contributor to our economy.
There is still no widely accepted definition of what
constitutes a family business. The paucity of family
business information, combined with the lack of a
widely accepted family business definition, on which
to base Australian government policies could have
unintended and negative consequences, not only
for this sector, but also for the economy as a whole.
MGI is pleased to have been able to support the research
of Professor Smyrnios, which has provided much needed
knowledge of this sector over a long period.
In late 2012, MGI provided evidence to the Parliamentary
Joint Committee on Corporations and Financial
Services Inquiry into Family Business. We look
forward to the implementation of the Committee’s
21 recommendations.

The last decade for family and private business owners
has been tough on many fronts as a comparison of the
last four surveys reveals.
Firstly, there has been a change in profile of family
businesses participating in the surveys. There has
been a marked decline in family businesses involved
in the manufacturing industry – once the heartland
of the sector – from 40% to 20% of the respondents.
During this same period, there has been a decrease in
the number of family business employees, expressed
as a mean, from 31 to 23.
There has also been a subtle but predictable change in
the profile of family business owners, as their average
age in years has increased and the number of family
businesses in the hands of owners over the age of
65 years has grown from 20% to 25%. Disappointingly,
a comparison of the four reports again highlights a
lack of growth in the participation rate of females
as owners and managers of family businesses.
But perhaps the most disturbing factor evident across
the four surveys is the bleak outlook for family business
owners. There have been dramatic increases in the
percentage of family business owners who are not
only concerned for their family business future,
but who also have concerns about the financial
performance of their business and those in their

The picture that emerges from the decade
long research series is one of increasingly
pessimistic family businesses that are
surviving, but certainly not thriving.

4 | The MGI Australian Family and Private Business Survey 2013

industry. This is not surprising given that the majority
of family business respondents in 2013 had no growth
in profitability or market share in the last three years.

Only 9 per cent of the respondents to the 2013 survey
believe that the Federal Government provides them
with enough support.

Despite their concerns, the research shows that there
has been no improvement in planning or corporate
governance. The vast majority of family businesses
do not implement recommended best practices
for management.

The picture that emerges from the decade long
research series is one of increasingly pessimistic
family businesses that are surviving, but certainly
not thriving.

Retirement exit-strategies for family business owners
have become increasingly limited. There has been an
increase in the inability of family business owners to
find a suitable successor from within the family and,
for those business owners who would like to sell, an
increasing number are finding the sale price for their
business no longer exceeds their expectations.
Compounding concerns for the future are the current
issues that family businesses need to manage such
as: cost increases resulting from the carbon tax; the
high Australian dollar; leveraging technology such as
social media and the increase in the Superannuation
Guarantee Contribution.

With a tradition of supporting Australian family and
privately-owned businesses spanning some 28 years,
MGI has the skills, experience and understanding
to assist this important sector through their
upcoming challenges.
MGI would like to acknowledge the work of Professor
Smyrnios and his team and is proud of its decade
long association with this research series.

Sue Prestney
MGI Australasia Chairman
Chartered Accountants and Business Advisors
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Snapshot of a Decade of MGI-supported
Family Business Research 2003–2013
Family Business: A Decade On
Snapshot of Australian Family Business 2003–2013

2003
%

2006
%

2010
%

2013
%

Proportion that are family firms

67

67

83

72

––
––
––

55
28
17

69
23
8

58
31
11

60
26
14

56
20
10

55
14
4

55
12
11

58
25
10

45
5
10

34
6
4

55
19
10

55
21
9

40
30
5
10
79
15
34
31

26
33
5
13
73
19
28
39

24
27
4
11
80
12
32
37

20
29
8
16
71
13
34
23

47
66

45
47

–*
–*

45
52

49
49
9

53
30
5

35
35
7

35
36
9

27
17
15
11

31
6
21
9

54
20
38
20

58
16
55
22

27

17

31

34

76
50

75
53

61
44

64
44

32
8
31
15
20

31
9
15
17
17

40
11
19
13
6

32
25
21
10
6

First generation
Second generation
Third and later generations

Profile of owner
––
––
––

Age in years (average)
65+ years
Female

Business objectives
––
––
––

Accumulate wealth
Pass on to the next generation
Employ family members

Profile of business
Industry
–– Manufacturing
–– Wholesale/retail
–– Technology
–– Construction
Legal structure – private company
Legal structure – family trusts
Age of firm in years (average)
Size – number of employees (mean)
Business planning
––
––

Have a strategic plan
Have a business plan

Family involvement in day-to-day running of business
––
––
––

Spouse
Son(s)
Daughter(s)

Concerns
––
––
––
––

Financial performance
Funding for growth
Particular industry
Selecting a successor

Retirement of owners
––

Do NOT have adequately funded retirement program

Sale of the business
–– Would seriously consider selling business if approached
–– Plan to sell the business now or later
Of those that plan to sell business, it is because:
–– Wish to retire
–– Have concerns for the future
–– Lack of family successor
–– Original intention
–– Sale price exceeds expectations
*Note: ‘–‘ denotes statistics that are not available
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Family
businesses
engaged in
manufacturing

In 2003:

40%

Overview of a decade of Australian family
and private business research: 2003–2013

Family
businesses
engaged in
manufacturing

In 2013:

20%

The snapshot provides an overview of
four National surveys undertaken between
2003 and 2013 that form part of a twodecade longitudinal study of Australian
family and non-family businesses dating
back to 1994.

In addition to wish to retire, 32%, and lack of family
successor, 21%, concern for the future, 25% (11% in
2010) has increasingly become an additional reason
for owners to plan to sell their businesses. Fewer
of them put forward sale price exceeds expectations
as a reason (6% in 2010 and 2013, from 20% in 2003
and 17% in 2006).

Over the decade, the proportion of businesses that
consider themselves to be family enterprises has
averaged around 72%, with the generational distribution
reflecting an approximate pattern of 60% first, 27%
second and 13% subsequent generations.

As expected, the average age of owners increased
over the decade (58 years in 2013 from 56 years
in 2003), with a corresponding jump in those aged
60–69 years (37% in 2013 from 21% in 2010). There
is also an increase in the proportion of owners aged
over 65 years (25% in 2013 from 14% in 2006 and
12% in 2010) and in the percentage of owners who
anticipate working beyond 65 years of age (58% in
2013 from 45% in 2010) (Table 1).

With the exception of the 2006 Survey, the proportion
of female family business owners has remained
relatively constant at approximately 10%. Fewer spouses
appear to be actively involved in the business, from
49% in 2003 to 35% in 2013; and fewer sons, from
49% in 2003 to 36% in 2013.
The percentage of family businesses engaged in
manufacturing has decreased dramatically from
40% in 2003 to 20% in 2013 and so has the average
number of employees, from 39% in 2006 23% in 2013.
In 2013, family businesses are increasingly apprehensive
about change, expressing heightened concerns for
the future of their ventures with particular emphasis
on the financial performance of their businesses,
58% (27% in 2003); issues surrounding their particular
industries, 55% (15% in 2003); and selecting a successor,
22% (11% in 2003). Moreover, a growing number of
family business owners, 60% (compared with 54%
in 2010), indicate an intention to keep their businesses
small (Table 1).

While the percentage of family business owners who
would consider selling the business has decreased
from 76% in 2003 to 64% in 2013, the percentage of
those whose objective it is to pass on the business the
next generation has risen steadily from 5% in 2003 to
21% in 2013. The percentage of owners who believe
that their businesses are ‘sale ready’ has decreased
from 56% in 2010 to 44% in 2013 (Table 1).
Following the Global Financial Crisis (GFC) of 2007–8,
there has been an increase in the percentage of family
businesses that consider they do not have adequately
funded retirement programs (34% in 2013 from 17%
in 2006).

Table 1 – Notable comparative findings 2013–2010:
2010
%

2013
%

Owners in the 60–69 age bracket

21

37

Proportion of owner-managers aged over 65 years of age

12

25

Owner-managers indicating they will be working beyond 65 years of age

45

58

Owners intending to keep their businesses small

54

60

Owners who believe their businesses are ‘sale ready’

56

44

Notable comparative findings
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Main Findings
Family-in-business challenges

Use of design as part of business strategy

The main challenges confronting family businesses
are: letting go of leadership/ownership control,
37%; securing adequate capital for growth and
retirement, 36%; choosing a suitable ownership
structure for the next generation, 33%; providing
liquidity for family owners to exit the business, 33%;
and communication between family members, 29%.

A third of family businesses do NOT use design
as part of their business strategy, with funding and
time considerations cited as the main reasons.

Current Issues
Carbon Tax

53%
of family
business ownermanagers
indicate that
they have
concerns for
the future
of their
businesses.

The Federal Government’s carbon tax will have
some impact on the bottom line for 76% of family
businesses in pre-tax dollars, with 16% indicating
that the Carbon Tax will have a large impact. Energy,
transportation, raw materials input, waste disposal
and external consultants were ranked as the five
most-impacted costs. To reduce the impact of
the Carbon Tax, businesses have changed their
energy consumption, 31%; waste disposal practices,
16%; product and service pricing, 15%; and energy
providers, 13%. Accountants, 27%, and to a lesser
extent, specialist consultants, 5%, have been the
main providers of assistance to prepare family
businesses for the introduction of the Carbon Tax.
Interestingly however, 88% of family businesses note
that they have NOT measured their carbon footprint.
Appreciation of the Australian Dollar
The appreciation of the A$ against other world
currencies has impacted the profit margins of 43%
of family businesses. To compensate, businesses
have cut costs, postponed business expansion plans,
reviewed their product and service lines and sourced
more materials/services from offshore into processes.
64% of respondents do NOT foresee positive market
improvement over the next 12 months.
Use of social media to
communicate with customers
Two thirds of family businesses do NOT
use social media (Facebook, Twitter, blogs)
to communicate with their customers online.
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Levels of business profitability and market share
37% of family business owners report that over the
last three years the levels of business profitability
and market share have declined; 39% of family
business owners report that they are about the
same and 24% that they have increased. 36% have
positive expectations of core market improvement
over the next 12 months, 43% have negative
expectations and 21% are uncertain.
Superannuation Guarantee Contribution (SGC)
32% of family businesses intend to fund the SGC
increase from 9% to 12% between now and 2020
from future staff pay increases, whereas 68% intend
to fund it from profits.
Support for family and non-family business SMEs
91% of family businesses indicate that they are NOT
receiving enough support from the Federal Government
and 83% do NOT believe that the Federal Opposition is
doing enough to offer policies that support SMEs. This
may change in the foreseeable future following the
release in March 2013 of the Family Businesses in
Australia Report of the Commonwealth Parliamentary
Joint Committee on Corporations and Financial
Services. The committee concluded that, as a result
of its inquiry, it was clear that family businesses
have been a largely unrecognised part of Australia’s
economy and that the main purpose of its Report
was to further the conversation within government
about family business issues.

Main motivation and
objectives for starting
or remaining in business
The main motivations reported by family business
owner-managers for starting or remaining in business
are: to be self-employed and independent, 66% and
to create wealth, 55%. Only 21% nominate passing
on the business to the next generation as an objective
and only 9% nominate employing family members.

Concerns for the future
Over half (53%) of family business ownermanagers indicate that they have concerns for the
future of their businesses, primarily the financial
performance of the business, 58% (27% in 2003)
and problems with their particular industries,
55% (15% in 2003). These, and other identified
concerns, are in addition to the challenges they
confront in selecting a successor, 22% or in dealing
with lack of family interest in the business, 9%.

Family involvement in the business
–– Family members most actively involved in
the business are: spouses, 35% and sons, 36%,
followed by daughters, 9% and brothers, 8%.
–– Just under two thirds (61%) of family business
owners do NOT require family members to
have outside business experience before joining
the business.
–– 44% of respondents state that family membership
is important when considering appointment of
senior managers.

Management and
governance practices
Over half (55%) of family businesses do NOT have a
strategic plan and 48% do NOT have a business plan.
Not surprisingly, hardly any family businesses have set
a definite date for the transfer of leadership responsibility
and control to the next generation, 4% or designated
a mandatory retirement age for senior executives, 2%.
Only 30% of respondents indicate that the business
has a specially designed successor development program,
with 36% emphasising integrity and commitment to the
business as primary successor attributes.
Although 40% of family businesses have identified a
clear set of values and a culture they wish to perpetuate,
88% have NOT agreed on a family code of conduct or
charter to govern the family-business interface. Very
few (16%) family businesses have established policies
to deal with predictable family-in-business issues before
the need arises. Even fewer, have established conflict
management and resolution processes, 12% or processes
for welcoming, educating and inducting in-laws into the
family, 13%.

Daughters in the family business
–– Not only are sons four times more actively involved
in family businesses, 36%, than daughters, 9%, they
are also six times more likely to succeed the current
CEO as family business leaders, 65%, versus 11%.
–– 43% of family businesses note that daughters
are as interested in being actively involved in the
business as sons.
–– 31% are of the view that it is more difficult for
daughters to be actively involved in the business
than it is for sons.
–– 30% believe that the need for work-family balance
and maintenance of family relations keep daughters
from taking top-level management positions in
the business.
–– 9% express the view that fathers find it easier to
mentor daughters as potential successors than they
do sons.

55%
of family
businesses
do NOT have
a strategic
plan.
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Governance – Boards of Directors

Leadership succession

An active Board of outside directors can assist family
business owners to improve the quality of corporate
decision making and planning. Nevertheless, 62%
of family businesses do NOT have a formal Board of
Directors. Moreover, of those that have a Board, 72%
do NOT have non-family executive directors on their
Boards and 83% do NOT have non-family, non-executive
directors on their Boards. The main reasons provided
are: a desire to retain privacy, 49% and skills required
at Board level exist in-house, 29%.

Looking into the future, 41% of family business owners
believe that it will NOT be feasible to implement leadership
succession in their family business. The likelihood of
succession appears to be minimal for a substantial
percentage of families in business given that:

Ownership structure
of family businesses
In most family businesses, ultimate ownership control
is consolidated in a husband and wife couple, 48%
compared with 12% in two or more siblings (brothers
and/or sisters); 28% in one individual and 2% in cousins
from different sibling branches. The pie chart overleaf
(Figure 1) shows the underlying ownership structure
for first, second and third and subsequent generations.

–– only 21% identify passing the business on to the
next generation as a main motivation or objective
for starting or remaining in business;
–– more than half, 58%, indicate that younger generation
family members are NOT as interested in actively
managing the business as the older generation;
–– 25% indicate the low relative ability of potential
successors as factors likely to impede/prevent
successful leadership succession, while 20% cite
dissatisfaction/lack of motivation of successors; and
–– as a result, 40% indicate that, to the extent that
business ownership will remain in the family,
the current CEO is more likely to be succeeded by
a non-family manager.
The table opposite (Table 2) shows family business
owner-managers’ intentions in relation to future
leadership and ownership of the family business,
split by generations of the business.

41%
of family business owners believe
that it will NOT be feasible to
implement leadership succession
in their family business.
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Figure 1 – Ultimate underlying ownership configuration of family businesses
One individual –
Husband and wife couple –
Sibling team –
Cousins from different sibling branches –
Other –

TOTAL %

3rd+ gen

2nd gen

1st ge
n

TOTAL %:
28%
48%
12%
2%
10%
3rd+ gen %:
34%
23%
27%
4%
12%

%

%

2nd gen %:
17%
42%
19%
2%
20%

%

1st gen %:
31%
57%
5%
2%
5%

62%
of family
businesses
do NOT have a
formal Board
of Directors.

Table 2 – Intentions in relation to future leadership and ownership by generation
Generation

1st gen %

2nd gen %

3rd+ gen %

Family intends to keep business in family ownership

48

72

88

Family intends to have family member manage business

52

70

84

Family intends to pass leadership to a team of siblings

25

49

58

Owners intend to transfer some equity to next generation
during their lifetime

45

59

65

Owners intend to differentiate between active and passive successors

36

54

60
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Retirement of owner-managers

Sale of the family business

–– 58% of family business owner-managers see
themselves working in the business beyond
65 years of age, with 65% indicating that their
businesses are NOT exit or succession ready.
Interestingly, 56% indicate that they do NOT
intend to do something about it in the next
12 months.

Just under half (44%) of family business owners
indicate that they are actively planning the future
sale of their business either now or later. Moreover,
64% would seriously consider selling their business, if
approached, with 25% reporting that they have been
approached in the last 12 months. A third of owners are
concerned about the feasibility of securing adequate
capital for growth and retirement and about obtaining
requisite liquidity for family owners to exit the business.

–– Encouragingly, 70% of family business ownermanagers have something to retire to as against
simply something to retire from, i.e. their business.
–– 66% believe they have an adequately funded
retirement program, however, 33% are likely to
rely on either continuing family business ownership
or the sale of their business for the cash to fund
their retirement.

64%

would
seriously
consider
selling their
business, if
approached.
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As reported in the 2006 and 2010 MGI Australian
Family And Private Business Surveys, approximately
half of family businesses are less likely to become
later generation firms, not as a result of any managerial
failure on their part, but because their intentions,
as well as their active plans, are to exit their businesses
for various reasons via a trade sale. The main stated
reasons are concern for the future, 25%; the wish
to retire, 32% and the lack of family successor, 21%.
To that extent, therefore, it would be inappropriate
simply to equate family business success with succession.

Just under half of family business
owners indicate that they are
actively planning the future sale
of their business either now or later.

1. Introduction
This is the eighth major Australasian
Survey of family and privately owned
businesses undertaken by Professor
Kosmas Smyrnios and colleagues
since the early 1990s, forming part
of a longitudinal examination of
factors associated with and affecting
those businesses.
Family and privately-owned businesses represent
the most enduring organisation form and constitute
important sections of the Australian and the world’s
economies. Because of their significant contributions
to production and employment, it is important to
understand their special characteristics, issues,
motivations and concerns, as well as their intentions
and plans for the future. The challenges that confront
family firms include ownership and managerial control,
degree of family involvement, management and
governance practices, and leadership and ownership
succession. The involvement of related people in
business can generate a greater degree of relationship
intensity than might otherwise be the case. This survey
sheds additional light on some of these matters.
There is still no widely accepted definition of family
business. Klein, Astrachan, and Smyrnios (2005)
addressed the question: What makes a business
a family business? They suggested that the answer
involved identification of three dimensions that
clarify the extent of family involvement in, and
influence on, the business (the degree of familiness),
i.e. Power, Experience, and Culture. They also formulated
an index of family influence they named the Power,

Experience, Culture scale (F-PEC) that indicates the
variations of the channels of influence across families
and firms. Power refers to dominance exercised
through ownership of the business, and control
exercised through management and/or governance
participation by the family. Experience refers to the
knowledge families bring into their business and
is defined by the number and generation of family
members who own and/or manage the business
(more active family members and/or more active
generations, equate to greater opportunity for
relevant family memory). Culture refers to the
values that are rooted in an organization and that
demonstrate what the family and their business
regard as important. 1
Through the three influence channels of Power,
Experience, and Culture the family itself is the
source of distinct resources. While power can
create regulatory and financial resources, experience
can lead to positional resources due to previous
endeavour, and culture to resources such as shared
values, vision, and aptitudes of the organisation.
All three sources combined can lead to functional
resources, including knowledge and skills.

NOTE A:
For the purposes of this
survey, an enterprise is
considered to be a family
business when it involves
two or more related
individuals, who work
together (or are otherwise
associated), in a commercial
enterprise that is controlled
by one or more of them.
NOTE B:
For the purposes of
this survey, the relevant
generation of the family
business is considered to
be the generation of the
family member currently
holding either the most
senior managerial position
or a controlling ownership
interest in the business.

In this national study, 72% of respondents indicate
that they consider their business to be a family
businessa. 60% are first generationb, 26% second
generation and 14% third and subsequent generation
family businesses. 47% have two generations involved
in operations and 16% have three or more generations.
Just over a third (37%) have only one generation of
family members involved in business operations.

Family and privately-owned businesses
represent the most enduring organisation
form and constitute important sections of
the Australian and the world’s economies.

72%

consider their
business to be a
family business.
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2. Methodology
Sampling frame

Procedure

A random sample of 5,000 Australian family
businesses based on location by state, industry,
number of employees and sales turnover was obtained
from Dun & Bradstreet (2012) who randomly selected
companies in the proportions found in the Australian
population of employing small-to-medium enterprises
(SMEs). Additional selection criteria included: names
with the words ‘bros’, ‘brothers’, ‘son’ or ‘daughter’;
multiple directors of the business with same surname
and shareholders with the same surname owning
50% or more of the business. Public sector, social
services and micro businesses were excluded.

Questionnaires were mailed with a covering letter
explaining the purpose of the study and were returned
in stamped, self-addressed envelopes. Participants
were also given the option of completing the survey
on-line. Data were analysed using the Statistical
Package for Social Sciences (SPSS).

The Australian Family and
Private Business Survey
Questionnaire: 2013
For this national study, in conjunction with MGI,
the researchers developed a 105-item questionnaire.
Questions were listed under 13 broad headings:
‘Background Information on the Business’; ‘Business
Governance’; ‘Background Information on the Owner/
CEO’; ‘Carbon Tax’; ‘Current Issues’; ‘Potential Sale
of the Business’; ‘Family Business Characteristics’;
‘Family Business Leadership and Ownership Succession’;
‘Retirement of Family Business Owner-managers;
Employment of Family Members’; ‘Family Business
Issues and Challenges’; ‘Proactive Family Business
Practices’; and ‘Copy of Survey Report’.

1%
America

For this national study, in conjunction with MGI,
the researchers developed a 105-item questionnaire.
Questions were listed under 13 broad headings.
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3. The Owner-managerc
Age of family and non-family
business owner-managers

Figure 3.1 – Age of owner-managers

Over a third of family business owner-managers 38%
(30%) are in the 50–59 years of age bracket (Figure 3.1).
The oldest family business owner is 88 (80) years of
age and the youngest 35 (38) years of age. 25% (14%)
of family business owners are over the age of 65.

NOTE C:
Unless the context
indicates otherwise,
percentages in brackets
are for non-family business.

Non Fam
ily-F
irm
s

4%

7%

3%

8%

14%

26%

Fami
ly
rms
-Fi

33%
37%

Country of origin/
birth of owner-managers

38%

Most owner-managers were born in Australia 86%
(73%), with a small proportion born in New Zealand
2% (3%). 9% (11%) of respondents listed Europe as
their birthplace, with the remaining respondents
listing Asia 1% (3%), Africa 1% (7%) and America
1% (3%).

<39 years of age
40–49 years of age
50–59 years of age

30%

59–69 years of age
70> years of age

9%

1%

Europe

Asia

1%
Africa

86%
Australia

2%
New Zealand
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Education
Over half the owner-managers, 55% (38%), have tertiary/post secondary qualifications;
31% (20%) have secondary-level education and 14% (42%) report holding postgraduate degrees.

Gender
Most family business owner-managers 90% (97%) are males.

Business leadership
Most owners, 88% (82%), are also the Chief Executive Officers (CEO) of their businesses
and most CEOs also act as chairmen of their Boards of Directors 74% (48%).

Motivation and objectives
Figure 3.2 shows that the main motivations for starting or remaining in business
are: to be self-employed and independent, 66% (70%); and to create wealth, 55% (70%).
Only 21% (3%) and 9% (nil) of family business owners nominate as objectives passing
on the business to the next generation; and employing family members, respectively.
Figure 3.2 – Motivations and objectives
● Family firms


Personally oriented motivations
To be self-employed
and independent
To create wealth
To enjoy the challenges of
building a successful enterprise

To pursue a vision,
dream or passion

90%
of family
business
ownermanagers
are males.

Family oriented motivations
To improve
family lifestyle
To pass on the business
to the next generation
To follow in the footsteps of
role model parents/mentors
To employ
family members
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● Non-family firms

Concerns for the future
Over half of owners, 53% (56%), have concerns for the future of their business,
primarily financial performance, particular industry problems and competition (Figure 3.3).
Figure 3.3 – Concerns for the future of the business
● Family firms



● Non-family firms

Financial performance
of business
Particular industry
(industry-wide problems)
Competition
Skills shortages
Selecting a successor
Retirement
Impact of the government’s
carbon tax
Lack of funding for growth
Import replacement

58%

Lack of family interest
Other (decreasing industry in
country areas; government policies)

Strategic and business planning
It is a matter of concern that nearly half of family businesses do NOT have
a strategic plan or a business plan. Of those that do, nearly half indicate that
neither the strategic plan, nor the business plan, are being implemented (Table 3.1).

cite Financial
performance
of business as
a Concern for
the future of
the business.

Table 3.1 – Strategic and business planning
Family firms
%

Non-family firms
%

Have a strategic plan

45

66

Strategic plan is being implemented

43

62

Have a business plan

52

69

Business plan is being implemented

50

66
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4. The Businessc
NOTE C:
Unless the context
indicates otherwise,
percentages in
brackets are for
non-family business.

Industries
20% (13%) of family businesses are in manufacturing; 29% (16%) in wholesale or retail trade;
16% (19%) in construction; 10% (29%) in finance, property, business services (Table 4.1).
Table 4.1 – Types of industries
Family firms
%

Non-family firms
%

Manufacturing

20

13

Retail trade

18

7

Construction

16

19

Wholesale distribution

11

9

Finance, property, business services

10

29

Technology equipment and communication services

8

17

Primary industry (e.g. agriculture)

8

1

Transport and storage

3

Nil

Personnel and other services

3

4

Recreation (hotels, restaurants, food, catering)

3

1

Industry

42%
of family
businesses were
established
less than 25
years ago.

Establishment of the business
Just under half of family businesses, 42% (62%), were established less
than 25 years ago (Figure 4.1). The oldest family business surveyed
was 160 (125) years old. Median age of business is 27 (20) years.
Figure 4.1 – Age of businesses

3%

3%
1%

1–24 years

Non Fam
ily-F
irm
s

2%

25–49 years
50–74 years

5%

75–99 years

11%
Fami
ly
rms
-Fi

30%

100 and over years
42%
62%

41%
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Business locations
Table 4.2 shows that most respondents are located in
NSW, 42% (39%) and Victoria 35% (36%).

9%
7%
4%
42%

Table 4.2 – Location of business
Family firms
%

Non-family firms
%

NSW/ACT

42

39

Victoria

35

36

Queensland

9

9

Western Australia

7

9

South Australia

4

6

Tasmania

3

1

Location of businesses by State

35%

3%

Size of firms – number of employees
The vast majority of family firms, 73% (65%), are small (1–19 employees); 25% (35%) are
medium (20–199 employees); and 2% (nil) are large (200 or more employees) businesses.
The mean number of employees in family businesses is 23 (20), with a median of 9 (12)
employees. The largest responding family business has 600 (130) employees.
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Size of firms – gross sales
Just under half of respondents, 47% (46%), had gross sales of $1–$5m in 2012;
1% (4%) had gross sales of over $100m (Figure 4.2).
Figure 4.2 – Gross sales in 2012
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46%

Legal structure
71% (73%) of family enterprises have a private company structure; 13% (5.5%) have a trust
structure; and 15% (16%) trade as a partnership with only 0.5% (3%) trade as public companies.

Ownership structure
In most family businesses, ultimate ownership control is consolidated in a husband
and wife couple 48%, compared with 12% in two or more siblings (brothers and/or sisters);
28% in one individual; and 2% in cousins from different sibling branches. Table 4.3 shows
underlying ownership structure for first, second and third and subsequent generations.
Table 4.3 – Ultimate underlying ownership by generation
Ultimate underlying ownership configuration

1st gen %

2nd gen %

3rd + gen %

Total

One individual

31

17

34

28

Husband and wife couple

57

42

23

48

Sibling team

5

19

27

12

Cousins from different sibling branches

2

2

4

2

Other

5

20

12

10

Ownership by non-family managers
and non-family investors
Less than 10% of family businesses have some of their equity held either by non-family
managers, average 6% equity (ranging from 1–50%); or non-family investors average 3%
equity (ranging from 5–45%). Predictably, 88% do NOT intend to expand ownership to
non-family members in the foreseeable future.
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Board of Directors
38% (44%) of family enterprises have a formal Board of Directors with 32% (34%) meeting
once a month, 13% (21%) meeting quarterly, 8.5% (7%) six monthly and 32% (17%) yearly.
72% (30%) of family businesses do NOT have non-family executive directors on their Boards
and 83% (45%) do NOT have non-family, non-executive directors on their Boards.
Most family business Boards, 45% (32%), have two directors; 25% (26%) have three directors;
16% (19%) four directors and 11% (23%) five or more directors. It is worth noting that 62% (56%)
of family businesses do NOT have a formal Board of Directors. Table 4.4 shows that the main
reasons provided for the lack of non-family, non-executive directors on the Board were:
desire to retain privacy, 49% (31%); and skills required at Board level exist in-house, 29% (23%).
Table 4.4 – Reasons for absence of non-family, non-executive directors
Family firms
%

Non-family firms
%

Desire to retain privacy

49

31

Skills required at Board level exist in-house* (see Table 4.6 below)

29

23

Inability to find someone suitable

11

Nil

It is considered to be too expensive

7

15

Inability to find someone willing to take the position

4

Nil

Potential candidates’ concern about directors’ liability

2

8

Reasons for absence of non-family executive directors on Boards

Table 4.5 sets out in some detail respondents’ assessment of skills covered at Board level.

72%
family
businesses
do NOT have
non-family
executive
directors on
their Boards.

Table 4.5 – Owner-managers’ assessment of skills covered at Board level
Skills assessed to be covered at Board level
Do not have but
would be valuable

Currently have

Do not require

Family
firms %

Non-family
firms %

Family
firms %

Non-family
firms %

Family
firms %

Non-family
firms %

(a) Finance

80

93

11

Nil

9

7

(b) Legal

24

37

33

27

43

36

(c) Marketing/business development

79

87

15

13

6

Nil

(d) Compliance/risk management

51

68

31

22

18

10

(e) Strategic planning

68

87

25

13

7

Nil
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5. Issues and Challenges
Confronting Family Businesses
Figure 5.1 show that the most critical issues/challenges confronting family businesses are:
letting go of leadership/ownership control, 37%; securing adequate capital for growth and
retirement, 36%; providing liquidity for family owners to exit, 33%; choosing a suitable ownership
structure for the next generation, 33% and communication between family members, 29%.
Figure 5.1 – Main issues and challenges
Letting go of leadership/
ownership control
Securing adequate capital for
growth and retirement
Providing liquidity for
family owners to exit
Choosing a suitable ownership
structure for next generation
Communication between
family members
Selecting a leadership
successor
Family conflict management
and resolution
Developing effective processes
for shared family control
Expectations of family owners
not active in the business
Controlling factional
orientation of family branches

Banking
A majority of family businesses, 88% (87%), bank with one of the major four banks.
Just under three quarters, 72% (74%), report that they are receiving sufficient support
from their banks.

37%

cite Letting go of leadership/
ownership control as a Main
issues/challenges confronted
by family firms.

22 | The MGI Australian Family and Private Business Survey 2013

The Federal Government’s Carbon Tax
Three-quarters of family business respondents, 76%, (68%) stated that the carbon tax would
have some impact on their business, with 16% (15%) indicating it would have a large impact.
Table 5.1 – Ranking of costs expected to be most impacted
Family firm
rank

Non-family
firm rank

Energy

1

1

Transportation

2

2

Raw materials

3

4

Waste disposal

4

3

External consultants

5

5

Costs expected to be most impacted by Carbon Tax

Note: 1=highest rank.

Figure 5.2 – Changes undertaken to reduce impact of Carbon Tax on business
● Family firms


Nothing done
Changed energy consumption

● Non-family firms

88%
of family
businesses
have NOT
measured
their carbon
footprint.

Changed waste
disposal practices
Changed product/
service pricing
Changed energy providers
Changed production processes
Sought advice from
external consultants
Increased staff training
Changed product
transportation
Hired specialist staff
Changed financial reporting

Carbon Tax advisors
Accountants, 27% (24%) and specialist consultants, 5% (5%) have been the main providers
of assistance to prepare businesses for the introduction of the Carbon Tax. Interestingly,
88% (86%) of family businesses have NOT measured their carbon footprint.
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Appreciation of the Australian Dollar ($A)
43% (51%) of family business owners indicate that the appreciation of the
$A has impacted their profit margins. To compensate, family businesses
have used a number of strategies including cutting costs and sourcing
more materials/services from offshore into processes (Figure 5.3).
Figure 5.3 – Changes undertaken to buffer the
impact of the appreciated $A on business
Cut costs

Non Family
-Firm
s

Sourced more
materials/services from
offshore into processes
18%

20%

of family
business
owners reveal
that levels
of business
profitability
and market
share have
declined
over the past
three years.

Postponed business
expansion plans

6%

Reviewed product/
service lines

18%

20%

Deferred hiring staff

Fami
ly

4%

Retrenched staff

rms
-Fi

37%

Increased prices

14%

15%

9%

3%

Other

13%

11%
11%
15%

6%

17%

Levels of business profitability and market share
37% (39%) of family business owners reveal that levels of business profitability
and market share have declined over the past three years, 39% (38%) consider that
they have remained about the same and 24% (23%) have actually increased. 36%
(40%) of family businesses expect core market improvement over the next twelve
months; whereas 43% (34%) have a negative view and 21% (26%) are uncertain.
Growth/expansion constitutes the leading business strategy 40% (47%), of family
businesses. 25% (31%) indicate that the business has multiple goals.

Superannuation Guarantee Contribution (SGC)
The Superannuation Guarantee Contribution (SGC) will increase from 9%
to 12% between now and 2020. 32% (49%) intend to fund the increase from
future staff pay increases, whereas 68% (51%) intend to fund it from profits.
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Use of social media to
communicate with customers

Support for family and
non-family business SMEs

Notwithstanding, the increasing and widespread
use of modern communication technology by most
people, 65% (54%) of family businesses indicate that
they do NOT use social media (Facebook, Twitter, blogs,
etc.) to communicate with their customers online.

91% (80%) of family businesses indicate that
they are NOT receiving enough support from the
Federal Government and 83% (86%) report that the
Federal Opposition is NOT doing enough to offer
policies that support SMEs. This may change in the
foreseeable future following release in March 2013
of the Commonwealth Parliamentary Joint Committee
on Corporations and Financial Services’ Family
Businesses in Australia Report, the main purpose
of which, is to further the conversation within
government about family business issues. 2

Use of design as part
of business strategy
Recognising the importance of design (styling,
logos, process innovation, etc.), 67% (83%) of
family businesses indicate that they use design
as part of the business strategy. Nevertheless, a
substantial percentage have identified potential
barriers that limit their creative application
of design in their businesses (Figure 5.4).

Figure 5.4 – Potential barriers to creative applications of design in family businesses
● Family Firms



● Non-Family Firms

Funding – costs associated with
development and innovation

Time – to spend on
developing company brand
None
People (i.e. recruiting people
who demonstrate culture fit)

Other (e.g. questionable value
added or return on investment)
Availability of, or access to,
quality design people and staff
Company culture – vision,
internal culture resistance

91%

of family businesses indicate
that they are NOT receiving
enough support from the
Federal Government.
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6. Involvement of Family
Members in Management
Family members employed
in the business
Over a third (38%) of family businesses have two family
members employed in the business; 19% have one family
member employed; 18% have three; 10% have four;
and 15% have more than four. Most family businesses
involve either two (45%); three (8%); or more than
three (11%) family members in senior management
positions. 32% of firms have only one family member
in a senior management position and 4% have none.
Just under half of family business respondents (47%)
have two generations of family members involved in
the business; 37% have only one generation involved;
and 16% have three or more generations involved.

45%
of family
businesses
involve two
family members
in senior
management
positions.

The family members most actively involved in the
business are: sons, 36%; spouses, 35%; daughters, 9%;
brothers, 8%; sisters, 1%; and other family members
(father/nephew/sister-in-law/son-in-law/uncle) 11%.

Daughters involved
in the family business
Not only is the percentage of sons most actively
involved in family business four times higher
than the percentage of daughters, sons are
also six times more likely to succeed the current
CEO than daughters – 65% versus 11%.

Possible reasons for the lower level of participation
by daughters in the senior management of family
businesses include:
–– daughters may have different priorities, interests
and options and so may not be as interested to
be actively involved in the business, especially
at the more senior levels of management;
–– daughters’ (women in general) understandable
desire and need for work-family balance, as
well as the maintenance of harmonious family
relations; and
–– increased difficulty for daughters than for sons
to be actively involved in the business either
because of types of industry or because of
parental (especially fathers) influence in dissuading
them from being more actively involved.
Survey findings indicate that opinions are equally
divided regarding whether daughters are as interested
to become actively involved in the business as sons
are, reflecting the unique and idiosyncratic nature
not only of each individual, but also of each family
and business. Only a third of respondents agree
that it is more difficult for daughters to be actively
involved in the business, and that life-balance
priorities keep some daughters from taking on
top-level management positions.
What is relatively clearer, however, is that few
respondents think that fathers would find it easier
to mentor daughters as potential successors than
they would sons. In fact, most of them simply do
not know (see Table 6.1 and 6.2 for views of family
business owners relating to involvement of daughters
in senior management).
Further analysis shows marked differences in
the responses of male and female family business
managers. Substantially more women owner-managers
(58%) than men (42%) believe that daughters are as
interested as sons to be actively involved in the family
business and far fewer of them believe that work-life
balance considerations keep daughters from taking
up top-level positions in the business (Table 6.2).
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Table 6.1 – Owner-managers’ views concerning daughters in senior management
Yes
%

No
%

Don’t know
%

Daughters are as interested to be actively involved in the business as are sons

43

29

28

It is more difficult for daughters to be actively involved in the business than
it is for sons

31

49

20

The desire/need for work-family balance and maintenance of family relations
keep some women/daughters from taking top-level management positions
in the business

30

42

28

9

41

50

In relation to daughters current owner-managers believe that:

Fathers find it easier to mentor daughters as potential successors than they
do sons

Table 6.2 – Gender analysis of views concerning daughters in senior management
Male

Female

Yes
%

No
%

Don’t know
%

Yes
%

No
%

Don’t know
%

As interested to be actively
involved?

42

29

29

58

21

21

More difficult to be actively
involved?

33

47

20

11

68

21

Kept from taking top
management?

33

37

30

5

79

16

Fathers find it easier to mentor?

10

42

48

0

37

63

In relation to daughters …

43%
of ownermanagers
believe that
daughters are
as interested
to be actively
involved in
the business
as are sons.

Appointment of senior managers
Over half of family business owners (56%) emphasise that family membership is NOT
important when they consider appointing senior managers.

The younger generation and the family firm
Of concern is the finding that 58% of family business owners indicate that younger
generation family members are NOT as interested in actively managing the family business
as the older generation.
Those who are planning the future leadership and ownership of their family businesses
need to consider and take into account differences in upbringing, outlook, attitude
and behaviour between these generations.

Outside business Experience for Successors
It is often suggested that successors who have had an opportunity to prove themselves
outside the family business before joining have a greater chance of feeling that they
have received adequate preparation for their role. However, 61% of family business
owners do NOT require family members to have outside business experience before joining.
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7. Family Business Proactive
Management and Governance Practices
There is a fair degree of agreement among family business researchers as to what is
required to promote long-term family business success and continuity3. Table 7.1 lists
in descending order the extent of full implementation by Australian family businesses
of proactive family business management and governance practices.
Table 7.1 – Proactive family business management and governance practices
Implementation of proactive management and governance practices
The family …

Fully
implemented
%

gets together regularly to have fun and pursue non-business activities.

41.4

has identified a clear set of values and culture it wishes to perpetuate.

40.3

demonstrates a strong sense of corporate citizenship that actively builds social goodwill.

38.2

emphasises the importance of integrity and commitment to the business as primary successor attributes.

36.0

accepts family members having different perspectives on family business issues.

32.8

has defined a uniting sense of purpose and mission in relation to the business.

31.7

is actively learning communication skills to operate as an effective team at work.

26.3

is actively learning to deal with the challenges that result from combining family with business.

25.3

has established a formal dividend policy that pays out according to business profitability.

25.3

holds regular family meetings to share information, build trust, avoid politics and achieve consensus.

23.1

has a policy on how to handle and assist family members who have personal problems and special needs.

20.4

has established a clear process for successors to develop as individuals, in their roles and in the business.

20.4

takes the challenging task of succession planning seriously and puts considerable effort into it.

19.9

has established family employment/career planning policies based on qualifications and experience.

19.4

ensures attentive mentoring of successors as prospective business owners and leaders.

18.8

is committed to being in the best businesses in the future, even if it means leaving the business of origin.

18.3

has established policies to deal with predictable family-in-business issues before the need arises.

15.6

has documented ‘buy-sell’ agreements that provide clearly defined and fair ownership exit options.

15.1

has established a process for welcoming, educating and inducting in-laws into the family.

13.4

has established conflict management processes.

12.4

has set a definite date for the transfer of leadership responsibility and control to the next generation.

4.3

has designated a mandatory retirement age for all senior executives, especially owner-managers.

1.6
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Table 7.1 shows that more than a quarter of all family
businesses report that they have implemented a
number of proactive family business management
and governance practices. A substantial percentage
of families in business:
–– get together regularly to have fun and pursue
non-business activities indicating that family
business owners recognise the importance of
family and make time for family interests and
fun apart from the business;
–– have identified a clear set of values and a culture
they wish to perpetuate, in the process linking the
family’s values to its enterprise and demonstrating
to the next generation that traits like honesty,
integrity and respect can enhance the business.
One of the key objectives of this practice is to pass
on a value system to the next generation; and
–– emphasise integrity and commitment to the business
as primary successor attributes. These constitute
a powerful combination of attributes in potential
successors especially when they are combined
with competence characteristics such as intelligence,
self-confidence and ability to make decisions.
They contribute to both trustworthiness and
the performance of the business and emphasise
the importance of finding successors who can
be depended on to make decisions that are in the
best interest of the business as well as the family.
Competence without integrity or commitment
does not provide that assurance.
However, Table 7.1 also shows that fewer family
businesses have established practices that are
designed to increase their chances of success
and longevity, including:
–– conflict management processes to ensure
that tensions and conflicts between family
members do not escalate and threaten the
family or the business;
–– processes for welcoming, educating and inducting
in-laws into the family. These constitute a sensitive
and sensible way of informing in-laws in such
matters as family culture, the nature of the
business and family agreements (family policies,
shareholders agreements, etc.) and building
in-law support for the family and its enterprise;

–– documenting ‘buy-sell’ agreements that provide
clearly defined and fair ownership exit options.
This practice makes it easier for them to sell
their equity in a pre-agreed manner that does
not victimise them. There are also stages in the
evolution of a family business where it is useful
to have a process that facilitates ‘pruning the
family tree’ to ensure that the interests of
individual family members are aligned with
those of the business; and
–– a clear process for successors to develop as individuals,
in their roles and in the business – a critical practice
for long-term family business success and
continuity. For the business to continue in the
family there must be family successors who are
ready, willing and able to assume control when
the incumbents are prepared let go of the reins.
Finally, the table shows that very few family businesses
have set a definite date for the transfer of leadership
responsibility and control to the next generation or
have a designated mandatory retirement age for
senior executives, especially owner-managers. These
practices are intended to make retirement and
leadership transfer decisions clearer and final, so as
to create more opportunities sooner for organisation
and leadership renewal. Survey responses confirm the
great reluctance of family business owner-managers
to commit themselves to a specific timeline either for
retirement or for transfer of leadership responsibility
and control4.

20.4%

of family businesses have
established a clear process
for successors to develop as
individuals, in their roles
and in the business.
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Family Charter, Constitution
or Code of Conduct

Most family businesses are
relatively young and small

It is surprising to note that 88% of family businesses
have NOT agreed or documented a family Charter,
Constitution or Code of Conduct. Establishing a Family
Charter or Constitution or a Code of Conduct creates a
set of rules to help family members clarify interpersonal
expectations, strengthen relationships and minimise
conflict. The rules address such issues as: how family
members will work together and handle communication;
what the decision-making process will be; and how
disagreements will be handled so as to assist family
members to grapple with the challenge of working
together without leaning on parental authority to
guide their behaviour.

Our survey findings indicate that most family businesses
are relatively young, early generation, small-to-mediumsized businesses. They are owned either by an
individual or by a husband and wife couple, with
three or fewer family members employed in the
business and two or fewer family members in senior
management positions. Moreover, even though
approximately half of owner-managers indicate that
they intend to keep the business in continuous family
ownership, they also intend to keep the business
small. Accordingly, many family businesses have
limited organisational capabilities and expertise
to establish internal processes and structures to
professionalise the business beyond a basic level.
Also, many consider that several of the lessons
learned from large, long-lived, multi-generation
family businesses are irrelevant to them not only
because of their relatively small size and lack of
desire for business growth, but also because of
the particular contexts in which their businesses
are embedded. These may well be the main reasons
for the relatively low level of implementation of
several of the practices and, potentially, the shorter
lifespan of many of these firms.

Development of family business continuity and
succession plans within the broader context of a family
business Charter or Constitution can assist with the
establishment of rules and principles to deal with
family business issues both before and after succession,
as well as the underlying interpersonal and emotional
issues that invariably accompany the process5.

Two important criteria for selection and implementation
of relevant management and governance practices
are: the current stage of development of the family
business (particularly the current and prospective
ownership structures) and the principal motivation
for business ownership and/or the predominant
attitude of those in charge regarding leadership
and governance of the family business.
The underlying ownership structure or configuration
of the business is particularly relevant since it is usually
the ultimate determinant of effective power and control
and generates both the key management issues and
the leadership and ownership succession challenges.

88%

of family businesses
have NOT agreed or
documented a family
Charter, Constitution
or Code of Conduct.
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Different families will make different decisions and
adopt different practices based not only on the
economic, legal and social environments in which they
operate, but also on their particular beliefs and cultural
assumptions about how their family works best as well
as their vision for the future. This in turn influences not
only the culture and character of their business but also
its strategy, ownership structure, continuity plans and
work practices. As a result, no single set of practices
can either fit or cater for their heterogeneous nature
and multifaceted needs. Family business governance
and management practices, as such, are less important
than fitting solutions to specific business contexts4.

8. Succession
Over half of family business owners (59%) report that leadership succession will be feasible and 60% indicate
that the current CEO is more likely to be succeeded by a family member. The remaining 40% of enterprises indicate
that leadership succession will NOT be feasible and that the current CEO is likely to be succeeded by a non-family
member. Over a third of family businesses (37%) indicate that if a non-family member were to succeed the
current CEO the family would be concerned about the potential dilution of family culture in the business.
Table 8.1 highlights responses to a number of relevant succession issues.
Table 8.1 – Succession issues
Succession issues

%

The family has NOT agreed proposed succession plans

75

A family member is likely to succeed the current CEO rather than a non-family member

60

It will be feasible for the family to implement leadership succession

59

Requisite successor attributes and other selection criteria have been identified

53

Incumbents and successors have a shared vision of the future of the business

42

The business has a specifically designed successor development program

30

Leadership succession
Figure 8.1 shows the extent that current CEOs are likely to be succeeded by a family member.
These family members are most likely to be a son, 65% or a daughter, 11%.
Figure 8.1 – Family members most likely to succeed current CEO
Son

Succession
Issue
s

Daughter

2%

Other (son/daughter/
nephew/niece/
son-in-law/cousin)

5.5%

5.5%

Spouse
Brother
Sister

11%

11%

65%
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Barriers to successful leadership succession
Family business owner-managers cite low relative ability of potential successors
and dissatisfaction/lack of motivation of successors as the principal factors likely
to impede or prevent successful leadership succession (Table 8.2).
Table 8.2 – Main barriers to successful leadership succession
Factors likely to impede/prevent successful leadership succession

%

Low relative ability of potential successors

25

Dissatisfaction/lack of motivation of successors

20

Personal sense of attachment of CEO to the business

8

Tension/conflict between family members

8

Unclear definition of transitional roles of CEO and successor(s)

7

Tension/conflict between current CEO and successor(s)

2

Measures to retain talent in the family business
Figure 8.2 shows the main measures taken by family business owner-managers to retain talent.
Figure 8.2 – Main measures the family business has in place to retain talent
Salary/remuneration package
Work-life balance
Good management techniques
Challenging job conditions
Incentive plans
Career progression
Other
(inheritance, team culture)

51%

cite Work-life balance as a Main
measure the family business has
in place to retain talent.
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Future intentions
Interestingly, just under two thirds of family business owners (60%) intend to keep the family business small, in
continuous family ownership and control and contemplate having a family member manage the business in the
future. Just under a quarter of family businesses (21%) aim to pass (and/or consolidate) ownership and leadership
control to one sole family leader, with 36% proposing to pass ownership and leadership control to a team of siblings
confirming a growing trend towards the selection of multiple successors.
Revealingly, over half of family businesses (52%) are signalling an intention to transfer some equity in the business to
younger family members during their lifetime, over half (55%) concurrently proposing NOT to differentiate between
active family members (i.e. those employed in the business) and passive family members (i.e. those not employed
in the business). Figure 8.3 highlights family business owner-managers’ intentions regarding future leadership
and ownership of the family business. Table 8.3 highlights differences between generations of family businesses.

Figure 8.3 – Intentions in relation to future leadership and ownership
Intend to have a family
member(s) manage the
business in the future
Intend to keep the business in
continuous family ownership
Intend to transfer some business
equity to younger generation family
members during their lifetime

Intend to keep
the business small
Intend to differentiate
between active and passive
family members
Intend to pass ownership
and leadership control to
a team of siblings
Intend to pass (or consolidate)
ownership and leadership
control to one family leader

Table 8.3 – Intentions in relation to future leadership and ownership by generation
1st gen
%

2nd gen
%

3rd + gen
%

Family intends to keep business in family ownership

48

72

88

Family intends to have family member manage business

52

70

84

Will be feasible to implement family leadership succession

51

63

81

Implementing specifically designed successor development program

25

33

39

Family intends to pass leadership to a team of siblings

25

49

58

Family member more likely to succeed current CEO

52

66

80

6

20

23

Owners intend to transfer some equity to next generation during their lifetime

45

59

65

Owners intend to differentiate between active and passive successors

36

54

60

Generation

Family has agreed a family constitution
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9. Retirement of Owner-managers
Just under half of family business owner-managers (58%) see themselves working in the business beyond 65 years
of age with 65% suggesting that their businesses are NOT exit or succession ready. Moreover, 44% do NOT intend to
do something about this over the ensuing 12 months. It is encouraging that 69% of family business owner-managers
signal that they have something to retire to as against simply something to retire from (i.e. their business). Table 9.1
highlights activities family business owner-managers indicate they are looking forward to in their retirement.
Table 9.1 – Activities owner-managers are looking forward to post-retirement
Anticipated activities post-retirement

%

Travelling and having fun

53

Engaging in interesting new projects

52

Pursuing hobbies

52

Spending time with friends and family

40

Contributing to the community

31

Learning new things

25

Funding of retirement program
Just under two thirds (63%) of business owner-managers have a self-managed
superannuation fund, and 66% believe that they have an adequately funded
retirement program. Nevertheless, a substantial proportion of business
owner-managers (33%) are relying either on the sale of their business or
continuing family business ownership for the cash to fund their retirement.

58%

of family business owner-managers
see themselves working in the
business beyond 65 years of age.
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10. Sale of the Businessc
44% (75.0%) of family business owners are actively planning the sale of their business either now or later. Moreover,
64% (79%) would seriously consider selling their business if approached (69% 1st Gen; 63% 2nd Gen; 46%
3rd+ Gen). 25% (31%) reported that they had been approached during the previous 12 months (Table 10.1).
Table 10.1 – Sale of the business
Family firms
%

Non-family firms
%

Would seriously consider selling if approached

64

79

Actively planning for the future sale of the business

44

75

––

now

16

32

––

later

27

42

Approached within the 12 months

25

31

Business is sale ready

44

52

Sale of the business

NOTE C:
Unless the context
indicates otherwise,
percentages in
brackets are for
non-family business.

Reasons for Planning to Sell
Figure 10.1 outlines the main reasons family business owners contemplate selling their business, compared with
their non-family counterparts. The main reasons are retirement, concern for the future and lack of family successor.
Figure 10.1 – Principal reasons given by business owner-managers for planning
to sell their businesses
Retirement

Non Family
-Firm
s

Concern for the future

10%

Lack of family successor
Original intention

2%

Sale price exceeds
expectations

6%

6%

33%

15%
10%

32%

Failure to find
suitable CEO
Other

Fami
ly
rms
-Fi

21%

25%
19%
13%
8%
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These findings indicate that just under half of
family businesses are less likely to become latergeneration firms, not as a result of any failure
on their part, but because their intentions,
as well as their active plans, are to exit their
businesses, for various reasons, via a trade sale.
They also confirm that while all family business
owners may want their businesses to succeed,
not all of them want their businesses to continue
under family ownership and control. For many family

business owners, the main objective for starting or
remaining in business is improving family lifestyle by
the creation of family wealth and its realisation via the
eventual sale of the business. To that extent, it would
be inappropriate simply to equate family business
success with succession. Based on a consideration
of what is in the best interests of the family and the
business at the time critical decisions have to be
made, both keeping and selling the business could
be viable success options for families in business.
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An advocate for family and
privately-owned businesses
– MGI’s pedigree
We are committed
to making our
relationship
with you, as
your business
growth advisor,
a successful
partnership.

With a twenty-eight year track record of working with Australia’s
family and privately-owned businesses, MGI provides practical
solutions for management problems, governance practices,
taxation, succession and retirement planning.
Not only does MGI provide professional advice to these vital contributors to
the Australian economy, but we also take pride in our advocacy role through
our decade long support of RMIT’s family and privately-owned business survey
series. This series provides one of the few means by which Australian family
and private business owners can voice their opinions and concerns.
As each MGI firm in Australia is privately-owned, we also understand the structure
and nature of family businesses and their current commercial concerns through
first-hand experience. This knowledge allows us to work with you to develop
business solutions that enhance what it is that sets your business apart from
your competition, as well as constructively plan for your future.
When you partner with MGI as your business growth advisor, you also have access
to one of the world’s leading professional services networks, with MGI firms
located in Australasian capital cities and important regional centres. Internationally,
MGI firms are located in 280 offices in more than 80 countries. Whether you are
contemplating expanding your family business or establishing a strategic alliance
outside Australasia, there is always someone at MGI to provide advice about local
business conditions.
Our approach to your family business is quite simple: we are committed to making
our relationship with you, as your business growth advisor, a successful partnership
not just an accounting assignment. This proven approach, combined with our
commercial experience and access to our international network, means we provide
you with solutions to help your family business go from strength-to-strength.
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MGI Network:
160 Members
280 Offices
82 Countries

Business Growth Advisors

MGI – Your Business Growth Advisor
For information on how MGI provides business solutions that work for you contact
your nearest MGI office or visit www.mgiaust.com

Australasia
Adelaide
Tel: +61 8 8272 6800
Email: info@mgiadelaide.com.au
Website: www.mgiadelaide.com.au
Auckland (New Zealand)
Tel: +64 9 377 1362
Email: info@mginz.co.nz
Website: www.mginz.co.nz
Cairns
Tel: +61 7 4047 4000
Email: info@mgicairns.com.au
Website: www.mgicairns.com.au
Melbourne
Tel: +61 3 9521 3000
Email: info@mgimelb.com.au
Website: www.mgimelb.com.au
North Queensland
(Incorporating Mossman
and Port Douglas)
Tel: +61 7 4099 5994
Email: info@mginq.com.au
Website: www.mginq.com.au

Port Pirie
Tel: +61 8 8632 4000
Email: info@mgipp.com.au
South Queensland
Tel: +61 7 3002 4800
Email: info@mgisq.com.au
Website: www.mgisq.com.au
Sydney
Tel: +61 2 9230 9200
Email: info@mgisyd.com.au
Website: www.mgisyd.com.au

OTHER GLOBAL LOCATIONS
Africa
Asia
Europe
Latin America
Middle East and North Africa
North America
UK and Ireland

Perth
Tel: +61 8 9388 9744
Email: info@mgiperth.com.au
Website: www.mgiperth.com.au

www.mgiaust.com

