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New research finds next generation well equipped to run the family business

‘Educated, dedicated and ready to take family business to the next level’ summarises the sentiments of the next generation of family business owners surveyed by KPMG in partnership with Family Business Australia.

The annual Survey of the Next Generation of Family Business, completed in March, contains the views of 60 ‘next generation’ respondents across Australia who are currently working in family businesses, either as owners and managers in their own right or preparing to take on that role.  
Dominic Pelligana, KPMG Partner says the future looks strong for family business with nearly two thirds of respondents expressing it was where they “always wanted to be”.
“The survey found more than 75 percent of next generation family business entrants have completed vocational or tertiary qualifications after leaving school. These figures are significantly higher than those of the population at large and often required as formal entry conditions to the business.

“Historically, family businesses’ competitive advantage has included a passion for the business, a long-term investment, conservative balance sheets and strength in relationships. This will now be augmented by the next generation who are well educated, equipped with outside experience, and who have a strong appreciation for governance and business strategy,” says Mr Pelligana.
Philippa Taylor, CEO of Family Business Australia says moving forward, family businesses will be able to draw on the skills of the next generation by leveraging business strengths and addressing shortcomings – which centre predominantly around governance.

“An overwhelming 96 percent of respondents noted governance as an important element in the future of family businesses with more than 60 percent planning to implement changes to their current governance structure. 
“While these figures are encouraging, there are still some concerning trends which emerged from the survey. Of particular concern is the fact that only 15 percent of family businesses said they have a formal process in place for dealing with conflict. In a business where relationships are central to its operations, this should be a concerning figure.

“It would appear there is a long way to go before governance structures such as a formal board of directors becomes commonplace. Yet it is a role the next generation seems eager to harness and make their own,” says Ms Taylor.

More than 60 percent of respondents indicated their style of leadership was different to previous generations, reflecting a more ‘people-centric’ model and the value of external business experience was a key topic of discussion with work outside the family enterprise encouraged, ensuring a balanced perspective on business matters. 
“A change to leadership will have an impact on business strategy, which is a priority for change with 37 percent of respondents. The next generation are more focused on diversification and growth, and this cannot be achieved without a more comprehensive strategy, and a solid foundation,” continues Mr Pelligana. 
Close to 75 percent of respondents expect the family business will be where they spend the majority of their career, with more than 85 percent indicating family members should compete fairly with non-family employees for promotions and career opportunities.

Salary gripes are of concern, with 55 percent of respondents noting they were not satisfied with their performance remuneration and assessment, and a further 50 percent stating their salaries were not benchmarked with similar roles outside the family business. 

“On a whole, family businesses have been in good shape coming out of the global financial crisis, and the addition of the next generation can only strengthen this business model further,” concludes Pelligana.
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Family Business Australia is the peak body for family and private business in Australia. Our members include multi-generational family businesses, first generation operators, multi-sibling/cousin owned businesses and their advisers. Family Business Australia advocate on behalf of members, promote their successes and foster their sustainability and longevity - assisting members to reach their full potential.
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