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In this edition of People in Focus, we look at methods for dealing

with family conflict...

The statistics on the attrition rate for family businesses as they
pass from one generation to the next are that only one third of
family businesses continue past the founding generation and
only 10-15% pass to the control of a third generation.

Based on our experience of family business, we suggest that the
key to long term business success lies in robust and effective
business planning. In family businesses, this planning must
incorporate emotional issues as well as operational issues so as
to avoid the destructive impact of interpersonal conflict.

In family businesses, conflict often stems from the
incompatibility of family relationship dynamics and business
relationship dynamics. A business model encourages
productivity and profitability whereas a family system
encourages nurturing and acceptance. Family business
members are effectively asked to manage these dual roles
simultaneously. While conflict may manifest itself in a dispute
over a tangible business issue, there is often an underlying
emotional cause for the conflict.

Rough estimates suggest managers spend around 20% of their
time managing conflict. Devoting some of this time to
preventative measures can reap huge benefits for your
business. We suggest some of the measures listed below.

Strive for a win-win

Perhaps the first step is to turn around your attitude to conflict.
Of course the emotions caused by conflict are often unpleasant
but a business leader must focus on striving for a ‘win-win’
outcome.

Recognise that conflict can force a much broader range of
issues and opinions to be considered by decision-makers.
Additionally objections and reservations must be addressed.
Ultimately a more robust decision will result.

Identify likely sources of conflict

In family businesses, there are a few issues that are the ‘usual
suspects’ for causing conflict. Business leaders can examine
each of these areas to try to identify and prevent interpersonal
conflict.

Communicate decisions

All family members working in the business will feel that to some
extent their livelihood depends on the business. It is therefore
important that they are aware of significant decisions and
developments in the business, and the rationale behind them. If
not, they will feel shut out and may vent this by being highly
critical of the changes.

Significant changes to the business’ operations should be
broadcast regularly through meetings, presentations and
confirmed in staff newsletters or via email updates. Emerging
conflict should be raised and addressed in a mediated,
confidential forum.

Obtain everyone’s view for the future

Each generation or family member may assume that the others
visualise the future of the business, and their role in it, in the
same way. If changes are implemented based on inaccurate
assumptions of the individual’s wishes, that individual will feel
their needs are not being considered.



Preventing and resolving conflict...
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DISCLAIMER

This is not advice. Clients should not act solely on the basis of the material contained in this publication. ltems herein are general comments only and are
not for the purpose of providing financial or investment advice or recommendations, and should not be relied upon as such. Also, changes to the
legislation may occur quickly. We therefore recommend that our profesional advice tailored to your individual investment objectives, financial situation and
particular needs should be sought for this purpose.
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