
We see many clients who prepare themselves and their
businesses for younger family members to enter and eventually
take over the business. This is a common trait of family
businesses with parents who are also business owners.
However, as our society becomes better educated and more
opportunities exist, there is no guarantee that the next
generation will actually enter the family business.

It is common for parents to have mixed feelings about bringing
younger family members into the business. They want the
children to enjoy the benefits of the business without wanting to
burden them with all of the responsibilities of running the
business. They worry about conflicts among their children and
are rightfully concerned that hiring their children will drive away
valuable non family managers.

From the children's point of view, they compare themselves to
their parents and may find it difficult to believe that they could
meet their family's expectations. There is also a strong fear of
failure, compounded by the fact that a failure on the family
business is shared with the entire family. It is also easy for
children to back away from the family business into another
career if the parents fail to communicate their desire to have
their children in the business.

Parents who wish to bring children successfully into the business
should consider the following steps:

1.  Make it clear that the children are welcome to join the
business. This should be done as a low key effort, and on the
understanding that their decision will be supported no matter
what the choice.

2.  Present the business as a place for a suitable and challenging
career. Parents who wish their children to join their business
need to express why they like the work and the industry.

3.  Clarify family rules and policies about career opportunities
early, before any of the next generation is ready to enter the
family business. The rules themselves are not as important as
having a shared understanding of those rules among all family
members, and applying them fairly.
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Once a family member has decided to accept a position in the
family business, it needs to be considered how the family
member's entry into the business should be structured. 

As a general rule,  family members should come into the
business with between two and five years of “outside”
experience to help ensure that they are independent and able to
add value to the business.

Advantages of outside experience include: 
� the opportunity to see a bigger world, and gain some
personal time and space
� the experience of getting a job and learning it’s market value
� the chance to make mistakes and gain some self confidence
without special advantages
� enhancement of a sense of independence
� enhanced credibility with non-family employees 

One of the main advantages of this approach is that the
incoming family member does not have to start at the bottom of
the organisation.  Because they have achieved a certain level of
experience already, it is easier for them to justify a more senior
position in the business with their existing credentials.

With the formulation of a strategic plan, it should be clear as to
what specialised skills the future leaders will require to be
successful. The entry of a new generation presents an
opportunity to equip the business well for the future.

The utilisation of a family business constitution may assist the
business to address many of the issues that need to be
considered in bringing family members in:
� setting of entry standards for family members 
� how family members should be introduced to the business
and in what roles

� how and when family members should be dismissed
� the number of family members that should be allowed in
specific roles in the business
� clear guidelines on career advancement
� what performance standards need to be met.

Case Study - John's Transport

John and his brother run a successful transport company. John's
son would like to start working in the business when he finishes
school. The question they asked is should he gain experience
elsewhere first?

After a planning session, John decided that the business had
people with excellent industry experience however there was a
lack of people with good management skills within the
organisation. He encouraged his son to study and gain
management and leadership skills first and then join the
organisation at a later date.

John like many business owners did not feel that it was
necessary to steer his son's education towards skills and
knowledge in a similar business in size and industry. A broad
education combined with work experience in other industries or
roles was considered to be an excellent grounding. Many
owners, like John, are encouraging their children to gain
experience through a detailed plan to enable them to join the
family business when the time is right.

Grant Thornton can assist your family business on the
development of policies surrounding the introduction of family
members and other similar issues through the holding of a
strategic business planning session.  Should you wish to know
more about these sessions, please contact your Grant Thornton
advisor for further information.
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