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Thinking of Making Your Business a Family Business?
It’s worked well for the Ukrop and Perdue families… Maybe yours will be the next success story!

The decision to turn your business into a family business by bringing your children into ownership or management may be one of the most important business decisions you’ll ever make.  Successful family businesses don’t just “happen”.  Professionals who specialize in assisting family businesses advise that the mortality rate is very high.  Actually only one-third of family-owned businesses survive the transition to the second generation, and only one third of those will survive to the third generation.  This means the chances of your grandchildren taking over the business one day are about 1 in 10.      

What makes successful family business transitions so difficult?

From working with many different kinds of family businesses, these professionals have found that a lack of real planning early in the process is one of the major reasons for unsuccessful business transitions. Most business owners just don’t want to think about the day when they will be no longer running the business.  Not only is their business one of their larger assets, but it also represents a major source of their self-esteem and self worth.  Consequently, even though these owners truly desire that their children carry on the business they started, the owners procrastinate in the actual planning of the succession process.

Where do you start?

Before you make your decision on a family business, you’ll want to talk with family members about the challenges of running a successful enterprise, and encourage them to express any concerns they might have. Here are a few questions to get you started:

From the parents’ viewpoint:

· Will the kids really be interested and capable, or will getting a job in my business just be an easy way for them to get situated?

· How will my other employees react to their joining the company?

· If I have more than one child joining the business, how will I pick the “leader”?

· Will I be able to objectively evaluate my children’s performance?

· How will I handle their compensation?

· What kind of working relationship will I have with my kids?

· Might the kids join and carry on the business out of sense of loyalty to their parents rather than out of a sincere desire to be in the business?

· And the biggest fear of all… What if owning a family business wrecks our family’s relationship? 

From the children’s viewpoint:

· How do we prepare for ownership, and what are the responsibilities?

· What will we do if taking over the business doesn’t work?

· What personal and family risks should we consider?

· If we take over the business, what involvement for our parents would please them?

· What are their financial security needs and how will we be able to meet them?

· How will we make decisions as a family team in the next generation?

· What do we have to do to be a strong family in the future, regardless of the business?

Planning and Utilizing Resources Can Help   

Each family and each business has conditions that vary, and many issues that need to be discussed.  Communications among family members at this point is very important.  In this planning process it makes sense to learn as much as possible about what makes for success in family-owned enterprises before you make the decision for your family and your business. Fortunately, there is a lot of information and help available to assist you.

More than 50 U. S. colleges and universities now offer programs and seminars for family members of family firms.  Virginia Commonwealth University in Richmond has a Virginia Family & Private Business Forum, which sponsors a number of informative breakfast meetings for its members.  The speakers for these meetings are highly qualified people who come to Richmond from all over the country to speak on a variety of family business-related topics.  For more information on VCU’s Virginia Family & Private Business Forum, please contact Chuck Gallagher at 804.828.1745.

There are also a number of books, tapes and on-line sites that offer excellent information on developing a successful family business.  For instance, Business Week Magazine has an online site with a library of recent articles of interest to small businesses.  One particular article* that caught our attention was “A Transfer Tsunami for Family Biz” by James Olan Hutcheson (July 25, 2006). This article* indicates that “within this decade, 40% of all family businesses will hand control and assets to the next generation.” 
That’s a tremendous amount of wealth being transferred. As we said, successful family businesses don’t just “happen”. It makes sense to take advantage of all the information and advice that’s available to insure a smooth transition for you and your family and also to avoid costly tax mistakes.        
*Online Article URL: http://www.businessweek.com/smallbiz/content/jul2006/sb20060725_753795.htm?chan=search
For more information on Commonwealth Business Services, please visit www.cbsrichmond.com. 

