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Introduction

Family businesses in Asia are rightly associated
with modern-day dynasties and have made
significant contributions to the region’s
economic successes.
Family-run firms account for more than 60% of
all listed companies in South-east Asia, where
they frequently outperform non-family controlled
companies.1 Keeping it in the family has some
inherent advantages, such as commitment to the
firm, uniformity of purpose and mission and a
long-term perspective. However, family tensions
or unchecked nepotism can hinder progress,
and at no time more so than when the younger
generation is about to take the reins.
The transition is fraught. It can lead to stagnation
and increased conflict, or equally can revitalise
management, as in the 1990s when the fourth
generation of Eu Yan Sang, a Singapore-based
Chinese traditional medicine business, led the
company from a state of decline to international
success. Either way, performance is often
affected. Many family businesses in South-east

Credit Suisse, Asian Family
Businesses Report 2011,
October 2011.
1
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Asia are still run by their first generation of
leaders. The first handover is looming, and how it
is managed could make all the difference.
South-east Asia is one of the world’s most
economically vibrant and fastest-growing
regions. In fact, the Economist Intelligence Unit
(EIU) forecast that it will experience growth
exceeding Greater China’s by 2017. Therefore,
studying South-east Asia’s smaller family
businesses is important to understanding the
region’s future industrial and commercial trends,
since some privately-held family businesses today
will likely become tomorrow’s larger, publiclylisted firms.
This research examines the issues surrounding
succession from multiple perspectives. The
survey focused on assessing how prepared family
businesses are for a leadership transition, their
strategies and structures to ensuring a smooth
transition, the professional advice they seek and
their attitudes to the challenges of succession.
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Highlights

 67% of family businesses in South-east Asia
said they have made arrangements to ensure
continuity after their current leaders step
down. However, more than a fifth of respondents
said they do not have a succession plan in place.
 For business families, retaining control is
paramount. 76% of families surveyed have family
members as Chairman or C-level executive roles
and only 2% said their management would choose
a successor from outside the family.
 Senior executives at family businesses place a
high value on having a succession plan because
of its perceived importance in attracting
investment. Two-thirds of respondents agreed
that customers and investors have more trust in a
company with a succession plan in place. 74% of
executives also said that leadership succession is
an essential part of their companies’ long-term
growth strategy.
 Formal governance structures such as family
offices, foundations and trusts have not been
widely adopted among family businesses. Also,
the use of external advisors has been limited to

the areas of estate planning and tax liabilities.
Only 34% of executives said they seek external
advice about family governance issues and 18%
said they have used advisors to resolve conflict
between family members. Business families
have relied on informal channels for conflict
resolution, with more than half saying they use
family councils.
 48% of respondents said that having to
remove family members from positions of
power causes tension in the company. 36% also
cited sibling rivalry as a major source of stress.
 Looking into the future, family businesses
are less confident ownership structures in 10
years will be the same. Despite the majority of
family businesses saying they currently have a
formal succession plan, only around half of senior
executives expect the ownership structure of
their companies to remain the same in a decade
compared to nearly three quarters in five years.
35% expect that in 10 years they will require
advisors to help mediate family conflicts related
to company ownership, more than twice the 12%
who expect this to happen in five years.
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About this report
Building legacies: Family business succession in
South-east Asia is an EIU report, commissioned
by Labuan International Business and Financial
Centre, a wealth management jurisdiction
in South-east Asia. The EIU conducted a
survey and interviews in July-August 2014.
250 majority family-owned businesses from
Indonesia, Malaysia, the Philippines, Singapore
and Thailand were surveyed. All respondents
had senior managerial responsibility at a
minimum, and 50% of respondents were

board members or C-level executives. 62% of
respondents were from companies with global
annual revenues of US$150m or less, 11% made
US$1bn or more. Totals in the charts contained
in this report may not add up to 100% either
due to rounding or because respondents could
select more than one answer. We would like to
thank all those who participated in the survey
for their time and insight. The EIU bears sole
responsibility for the content of this report.

About the survey respondents
Survey respondents by global annual
company revenues

Survey respondents by company ownership
model

(% respondents)

(% respondents)

> $10bn
$5bn to $10bn

Publicly-listed and
majority family-owned

4%3%
4%

$1bn to $5bn
$500m to $1bn

10%
46%

$150m to $500m

17%
16%

$50m to $150m

Survey respondents by ownership generation
(% respondents)

Fourth or more

First

Third

4%

12%
Second

4

100% familyowned business

$50m or less

54%
30%
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Privately-held and
majority family-owned

25%

10%
65%
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Report

Most business families in
South-east Asia have already
made preparations for
leadership succession
Leadership succession is a high priority
issue throughout the region. 67% of survey
respondents say they have a succession plan in
place, and 71% of those have had their plans
reviewed by their boards. Unsurprisingly,
first generation businesses, which have yet to
make a transition, are less likely to have a plan
compared with longer-established firms (58%
compared with 78%).
Still, more than a fifth (22%) do not have a plan in
place. The largest companies surveyed in terms of
annual revenue are much more likely to have made

a succession plan than the smallest, suggesting
that the reasons for not having made one include
a lack of financial resources. For example, a
smaller firm may have fewer resources to dedicate
to external legal advice, or its leaders—who tend
to be most hands-on in building the business—
may simply be too busy to tackle such a distantseeming issue.
Singapore stands out as the country where
the fewest companies have a succession plan.
Indonesians are the best prepared, based on the
sample.
Of course, building a legacy requires more than
picking who is next in line. The process should be
about identifying and articulating what will be
handed down to future generations.

Figure 1
Percentage of companies that have a succession plan in place, by country
(% respondents)
Yes

No

Not sure

78

Indonesia

74

Thailand

66

Malaysia
Philippines
Singapore

60
58
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20

6
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24

16
32

10
5
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Business families and
investors place a high value on
succession strategies
A plan for leadership succession can do more
than ease transitions; the process itself can be
highly beneficial. It requires a frank look at both
the present condition and long-term mission of
the business. A good plan puts in place structures
that will secure the legacy today’s leaders are
aiming for. Three quarters of respondents said it
was an essential part of their company’s long-

term growth strategy. 71% of respondents say
it is easier to attract investment with a formal
succession plan and 66% think customers and
investors have more trust and confidence when a
succession plan is in place.
58% believe the lack of a formal succession plan is
a significant risk for investors. It is also a source of
stress for those running the business: companies
without a plan experience more anxiety about
sibling rivalry and disagreements over the
company’s direction.

Figure 2
Attitudes towards succession plans
(% respondents)
Agree

Neither agree nor disagree

Leadership succession is an essential part of
my company’s long-term growth strategy
Customers and investors have more trust and confidence
in family-owned businesses with a succession plan

74
66

If a family-owned business has a succession plan,
it is easier to attract investment
Not having a formal succession plan in place at a family-owned
business is a significant risk for investors in that company

6
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Disagree

71
58

17 9
22 11
20 9
28
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Communication is the best medicine
Group CEO of Eu Yan Sang, Richard Eu, advocates
clarity and frank dialogue in family governance
Eu Yan Sang, a multi-national purveyor
of traditional Chinese medicines based in
Singapore, has seen a revival and expansion of
its 140-year-old family business in the hands
of its fourth generation of leadership: cousins
Richard, Robert and Clifford Eu. In an interview
with the EIU, Mr Richard Eu, Group CEO, was
pragmatic in discussing leadership transition
and meritocracy. He believes that availability
of talent varies generation on generation, and
family firms must be open to taking on external
talent where necessary. His own firm strikes a
precise balance: three of Eu Yan Sang’s six board
members are from outside the family.
The more generations of family leadership a
firm has seen, the larger the shareholder pool
becomes, making more pressing the need to
clearly define owners and operators of the
business. Regarding leadership transition, Mr
Eu said: “The bigger the family is, the harder
it is to get everyone to come to a unanimous
agreement, so you have to leave it largely to the
board.” He qualified this by noting that each
company is different, and you cannot prescribe
a single best practice. For some companies,
the best mechanism may be a family council.
In Eu Yan Sang’s case, as a publicly-listed
company, the board of directors—including
family and non-family members—must agree to
succession arrangements. For a family business,
being publicly-listed is one way of increasing
transparency and, therefore, investor

confidence. “When the family is aligned with
all the shareholders, then they’re in the same
boat,” Mr Eu said.
He believes that attitudes in South-east Asia
are gradually shifting away from the traditional
preference to have an eldest son as successor.
Eu Yan Sang, like the vast majority of familyrun firms in the region, has so far tended to
select male family leaders. However, many firms
may not have much of a choice in the future
but to choose the best leader regardless of
gender. Mr Eu pointed out that as family sizes
in Singapore shrink -- the country’s population
is ageing rapidly -- and job mobility increases,
the likelihood of a firm being forced to look
beyond direct male heirs increases. Increased
meritocracy may be an unanticipated boon of
reduced fertility rates in developed Asian cities.
No matter who is in charge though, Mr Eu
emphasized that it is vital to have open
channels of communication among family
shareholders and business leaders. The three
cousins currently at the helm of Eu Yan Sang
hold an annual retreat, at which each represents
the shareholders of his respective family
groups. In order to differentiate this from a
casual family gathering and keep meetings
focused, an external facilitator assists with
discussions. The presence of a disinterested
outsider enables a frank airing of any difficult
issues. As a fourth-generation family firm, Eu
Yan Sang has learned there is more art than
alchemy to balancing family and business
relationships.
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Availability of
talent varies
generation on
generation, and
family firms must
be open to taking
on external talent
where necessary.
Interview with Richard Eu,
group chief executive, Eu Yan
Sang
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Family councils are the most
popular form of governance
body

A legally-binding contract is
the favoured way to address
succession

A family council is an informal body formed to
deliberate on family business issues and function
as a link between the family, the board and senior
management. It has a varying degree of scope
and authority, and is neither limited to company
issues nor legally binding, nor necessarily a
permanent structure.2 It is however by far the
most common type of governance structure
in South-east Asia: more than half of family
businesses have one, according to the survey. The
figure rises to 74% for Indonesia.

When it comes to formalising succession plans,
a legally-binding contract is the most popular
option. Of those with formal plans, 82% have
a legally-binding contract reviewed by their
boards. A contract is one way to communicate the
future ownership and management structure to
executives and shareholders alike, although alone
it may not be able to strengthen and propagate a
legacy. Having such a contract reviewed by board
members can add to its perceived legitimacy
within the company.

Figure 3
Procedures and governance bodies already in place at the surveyed firms
(% respondents)

An exit strategy for family members holding
shares who would like to leave the company

38

A family council that meets regularly to communicate
roles and responsibilities for family members involved
with the business and discuss areas of conflict

55
29

Changing the management structure of
the company to include family members
Changing the management structure of
the company to exclude family members

10

A family office that oversees portfolio investments
and administers shared assets or properties

19

A family trust or foundation that manages and
executes the wishes of the business founder

17

Figure 4
Percentage of companies that have a family council, by country
(% respondents)

74

Indonesia
For a more in-depth
discussion of the role of
family councils in family
businesses, see IFC Family
Business Governance
Handbook, International
Finance Corporation,
December 2008.
2

8

56

Thailand

54

Malaysia

50

Philippines

40

Singapore
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Figure 5
Formal governance structures used by respondents’ firms
(% respondents)

A legally binding contract
reviewed by the board

82
55

A trust

29

A foundation

10

A will
Other

1

Note: Figures can add up to over 100%, as some companies put in place more than one type of governance structure.

Most business families
convene at least once a year
Three-quarters of firms surveyed said that family
members who are directly involved with leading
the business meet with wider family members
at least once a year to discuss company matters.
Communication between family members in the
business and the rest of the family is important
to ensure full support concerning the direction of
the company.

Businesses with more than 10 years’ standing are
more likely to meet frequently, perhaps because
older companies have more previously-involved
family members who like to keep in touch with
their firms’ progress. It could also indicate that
firms with good communication among family
members have higher longevity.

© The Economist Intelligence Unit Limited 2014
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One in five firms has yet to
seek external advice on family
governance
In spite of the benefits inherent in leadership
succession planning, one in five business
families has not sought any professional advice
on succession issues. As one would expect,
first generation companies are least likely to
have consulted an advisor. This is likely due to a
combination of low awareness, denial and the
cultural sensitivities surrounding talking about
death: no-one wants to appear to be wishing
the worst upon their parents or grandparents.

Company founders, on the other hand, who have
spent their lives building up a business empire
may be reluctant to contemplate letting go of the
reins, or may simply be hamstrung by uncertainty
over the best course of action in such an allimportant decision.
Resources appear to be a factor too. Larger
companies (with revenue of at least US$1bn)
have all sought external advice, regardless of
generation. Where companies do seek external
advice, the most popular topics are tax liabilities
and estate planning. These trends are broadly
similar across all five countries.

Figure 6
Topics on which companies have sought external advice
(% respondents)

41

Estate planning

48

Taxliabilities

34

Governing family relationships
Conflict resolution between family
members

18
26

Creation of trusts and/or foundations

19

Establishing a family office
Philanthropy

7

N/A—The business has not sought
external advice on this matter

10
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Ousting family members and
disagreements on strategy are
sources of stress
Family businesses find themselves in a double bind
when it comes to ejecting one of their own. No
business can afford to ignore underperformance
or misconduct, but laying off a relative seemingly
runs against the family values of supportiveness
and unity. 88% of families say that having to

remove family members from positions of power
causes tension in their companies, and 48% to a
significant degree.
In addition, 43% of respondents say that
disagreements between family members are a major
cause of anxiety. This figure rises to 49% when
those leading the business do not meet regularly
with the wider family. The tension is most keenly felt
in Indonesia (52%) and the Philippines (48%).

Figure 7
Source of anxiety and stress in family businesses
(% respondents)
Not stressful

Sibling rivalry over wealth and
estate and/or leadership roles

18

Having to choose between
possible successors

14

Placing a non-family member in a
position of power, e.g. as senior executive

13

Having to remove family members
from positions of power
Disagreements between family members
over the directon of the company
Negative media sentiment with regard
to public trust in family enterprises
Having to relinquish decision making
responsibilities to external advisors
Finding non-family executives that
you can trust

Somewhat stressful

12
11

46

36
58

56
41

11
17

29
30
48

46

13

Very stressful

43
54

33

59

31

51

32
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Enshrining a constitution
Jacob Cabochan, operations manager of the
Pandayan Bookstore chain in the Philippines,
acknowledges the cultural obstacles to open
discussion of generational transition.

Don’t be afraid to
ask for the help of
outsiders.
Interview with Jacob
Cabochan, operations
manager, Pandayan Bookstore

The tight-knit Cabochan family has owned
and run the Pandayan Bookstore chain in the
Philippines since the early 1990s, with the
eldest son of its husband-and-wife team, Jacob
Cabochan, coming on board as operations
manager in 2004. Mr Cabochan said that only
in the last few years has the firm formalised its
approach to family governance.
After sitting on a flight together with three
operational family members, Mr Cabochan
grimly began to consider how his two children,
who hold stakes in the company but are
pursuing other careers, would cope with the
firm’s affairs if ill fate were to befall their family.
Pandayan’s senior leadership decided to codify
the firm’s vision and the family’s responsibilities
in a family constitution, and to train the
non-operational successors to be “responsible
owners”. Despite being a major step forward,
the family constitution stopped short of
directly addressing leadership succession—
underscoring the difficulty that many firms
experience in tackling this issue head-on.
“Honestly, we don’t talk about this openly,” Mr
Cabochan admitted.

12
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Pandayan also employed the services of an
external consultant to write up the family
constitution. This helped to provide certainty
with regard to the underlying vision, principles
and structures of the company. Mr Cabochan
said that external intervention was crucial to
this process: “Don’t be afraid to ask for the
help of outsiders.” He believes it is wrong to
perceive recourse to external advice as a sign of
a dysfunctional family. On the contrary, it is the
sign of a healthy family business relationship.
Mr Cabochan, who in addition to his
responsibilities at Pandayan is also Acting
Director of Ateneo de Manila University’s Ateneo
Family Business Development Center, believes
that as a company grows, training successors
to be responsible owners can counteract the
complacency or loss of direction that can result
from a sense of entitlement in later generations.
“There may be a time when no family members
will be interested to run the day-to-day
affairs of the family business—this is the time
when the family can be active at the board of
directors level. The family should take board
responsibilities seriously—they should meet
often, discuss strategic direction, establish
effective decision-making mechanisms, and
communicate these to the top management,”
Mr Cabochan said.

Building legacies
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Most businesses do not have
procedures in place to allow
for the exclusion of family
members from management
Only 10% of family businesses surveyed have a
procedure in place to enable exclusion of family
members from management. However, companies
in their third generation or more are twice as
likely as younger firms to have established such a
mechanism, as are companies who had received
external advice on conflict resolution.
Less than one-fifth of companies (18%) have
sought external advice for conflict resolution
between family members, and a quarter (24%)
of respondents predicted they will have recourse
to advisors to mediate family conflict in the near
future. The survey results suggest that tension
between siblings is especially acute. Those who

complain of stress caused by family disagreements
are much more likely also to be concerned about
sibling rivalry.

Family members prefer to
occupy the c-suite
A majority (52%) of the companies surveyed have
a family member as CEO, and nearly half have
a family member as chairperson and/or board
member. This remains roughly true regardless
of geography, but not of company size. As a
family business expands, it becomes more likely
to install a family member as board member or
C-suite executive. This may be down to family
members redefining their roles as the company
grows, stepping back from day-to-day operational
control to focus more on high-level corporate
strategy. Equally, it could simply be due to the
increasing number of family members becoming
involved at the senior level of the company.

Figure 8
Stress caused by disagreements among family members over corporate strategy, by country
(% respondents)
No stress

14

Indonesia
Singapore

12

Philippines

12
10

Malaysia
Thailand

6

Some stress

Major stress

34

52
54
40

34
48

44

46
58
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Figure 9
Positions held by family members
(% respondents)

Board member

46

Chairman

46
52

CEO

27

Other C-level executive

25

Other executive

4

Not applicable

Figure 10
Positions held by family members, by annual company revenue
(% respondents)

Board member
Chairman
CEO

100

Other C-level executive
Other executive
Not applicable

88

80

80
74

60

64

64
51

56

56

31 33

31

30
24

50

50

30

30
19

20

16
10

9

0
$50m or less

14

63

60

56

75

39

37

20

52

47

40

75

70

$50m to $150m

$150m to $500m

$500m to $1bn
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$1bn to $5bn

10

10

$5bn to $10bn

$10bn or more
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Evolution, not substitution
Mr Ho Ren Hua, assistant vice president and
country head (China) of Singapore-listed Banyan
Tree Holdings, views leadership transition as a
long-term partnership between the generations.
As the eldest son of the founders of Banyan
Tree, a multi-national chain of luxury resorts,
Mr Ho Ren Hua recalled working long shifts at
hotel reception desks in his teenage years and
learning about the company culture from his
parents. Although his first job after college
was outside Banyan Tree, he returned to the
fold after just three years to head up the family
firm’s China operations. That was in 2010, when
he was just 28-years-old.
According to Mr Ho, a benefit of working in the
family business from relatively early in his career
has been that he spent many years working
alongside, and learning from, his parents.
This allows the roles of each family member to
evolve over time. “My father and I, we have a
very healthy relationship—it’s a partnership,
not like one day he’s out and I’m in. Sometimes
we underestimate [the importance of] the time
that the first and second generation can work
together.” Although he avoided commenting
directly on the topic of leadership succession,
Mr Ho said: “We need to clarify the role of the
next generation in the medium and long term.
Once you’ve clarified that vision, you can create
timelines in terms of roles.”
Banyan Tree currently has well-established
governance mechanisms that go beyond the
family, allowing independent oversight. “I think
governance is very important: we have a board

of independent directors and a remuneration
committee. We treasure those very much,” says
Mr Ho. He also finds it very useful to make use
of external mentors in the course of his job. Yet
the all-important topic of succession planning
appears to be, so far, a private matter for the
family to decide over time. He said Banyan Tree
has not to date employed any external expertise
to advise specifically on matters of succession
planning.
When it comes to managing the relationship
between operational and non-operational
family members, Mr Ho believes a clear
delineation is necessary. “It’s important
to have a mind-set of separation between
ownership and management. For ownership, my
siblings and I are all involved in strategy. For
management, we’re careful to bring in external
management.” With Banyan Tree still run by
the first and second generations, the owners
represent a nuclear family and meetings remain
relatively informal: “For family discussions, we
keep that within the family. We make a point of
having frequent communications. Right now it’s
not very formal, but I see them at least once a
month.”

It’s important to
have a mind-set of
separation between
ownership and
management.
Interview with Ho Ren Hua,
assistant vice president and
China country head, Banyan
Tree Holdings

There is no squeamishness about integrating
new talent from beyond the family into Banyan
Tree’s senior management stratum. “Our nuclear
family is part of a larger family. We want our
management team to feel like they’re working
as part of the Banyan Tree family, whether they
are sitting in Singapore or elsewhere around the
world.”

© The Economist Intelligence Unit Limited 2014
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Being the most capable
business leader does not
necessarily mean being a son
or even a family member
Determining the most capable leader of a family
business is just as important a question in Southeast Asia as it is elsewhere in the world. On the
one hand, 74% of survey respondents said they
believe the most capable leader should run the
company, regardless of their gender and whether
or not they are a family member.

However, the realities speak differently: 97% of
companies no longer led by the founder are run
by a family member, and of the children currently
heading businesses, 92% are sons. Attitudes to
gender roles do of course vary across the region,
and in some urban parts of South-east Asia,
notably Singapore, shrinking family sizes may
well contribute to increased opportunities for
both female and external talent.

Figure 11: Perceptions
A great majority of respondents believe that the most capable person should lead their companies,
regardless of gender or whether they are a family member
(% respondents)
Agree

Disagree

90 4

Indonesia

82

Philippines

74

Malaysia

64

Singapore

60

Thailand

10

6
18

12

Figure 12: Reality
Successors chosen in the latest leadership
transition

Gender of descendants chosen as successors
in the latest transition

(% respondents)

(% respondents)

Non-family member

Family member

3%

8%
97%

16

Sons

Daughters
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Ownership structure in 5 & 10
years
Despite the majority of family businesses saying
they currently have a formal succession plan
in place, 54% of senior executives expect the

ownership structure of their company to remain
the same in a decade compared to 72% in five
years. 35% expect that in 10 years they will
require the help of advisors to mediate family
conflicts related to company ownership.

Figure 13
Family business outlook in 5 & 10 years
5 years from now

10 years from now

It will be the same as it is today

21%

12%

-9%

It will involve more formal
policies to guide long-term
decision making and planning

66%

62%

-4%

The board of directors will be
made up of non-family members

18%

30%

+12%

Non-family members will control
executive leadership

6%

18%

+12%

The company will need advisors
to govern family relationships
and mediate conflict

23%

26%

+3%

72%

54%

-18%

4%

12%

+8%

12%

35%

+23%

Management:

Ownership:
It will be the same as it is today

The company will be sold

The company will need advisors
to govern family relationships
and mediate conflict

Note: The percentages reflect agreement with the statements regarding company management and ownership
© The Economist Intelligence Unit Limited 2014
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Conclusion

Family businesses are a vital part of economies
in South-east Asia, accounting for 62% of the
region’s stock market capitalisation, according
to Credit Suisse. Yet many do not make it past
the first generation. It is clear from this survey
that the issue of leadership succession is
taken seriously, but many smaller and newer
companies—and even some larger, wellestablished ones—are yet to seek external advice
or to put vital plans in place.
There is surprisingly little differentiation among
the five countries surveyed in terms of succession
planning preferences. The defining factors tend to
be resources and years of experience. Even some
of the region’s most successful companies are still
hesitant to bring in external advisors to formalise
succession plans through a contract or to erect
lasting structures such as a trust or foundation.
This suggests difficulties speaking frankly and
openly about the possibility of a current leader
having to step down following ill-health or death.
With the younger generations reluctant to speak

18
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out, the onus falls on the incumbent leaders
to map out a stable future for employees and
shareholders alike.
The survey shows that attitudes to women
heading family businesses are overwhelmingly
progressive in theory, but there is little evidence
of this being applied in reality—there remains
a strong propensity to appoint the first-born
son as successor. Likewise, ideals of meritocracy
are hindered by a reluctance to involve external
experts in the process of appointing new leaders.
Some South-east Asian business leaders believe
such traditional attitudes are now changing,
prompted in part by shifting attitudes and in part
by smaller family sizes. If the fair-minded views on
meritocratic succession expressed by the survey
respondents were more often put into practice,
perhaps South-east Asian family businesses
would be better-equipped to navigate the perilous
seas of globalised markets and prosper through
multiple generations of leadership.
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Appendix:
Survey results

Where is your organisation headquartered?
(% respondents)
Malaysia
20

Singapore
20

Indonesia
20

Thailand
20

Philippines
20

Which of the following best describes your business?
(% respondents)
100% family-owned business
65

Privately-held company and majority family-owned
25

Publicly-listed company and majority family-owned
10

None of the above
0
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Which of the following best describes your title?
(% respondents)
Board member
11

CEO/President/Managing director
28

CFO/Treasurer/Comptroller
4

CRO
1

CIO/Technology director
2

Other C-level executive
5

SVP/VP/Director
4

Head of business unit
4

Head of department
9

Manager
26

Assistant Manager
7

Other, please specify
0

Which of the following statements best describes your role when making final business decisions for our company?
(% respondents)
I am a member of the team that is responsible for making final business decisions
54

I am solely responsible for all business decisions
46

I do not have any influence on making final business decisions
0

What are your organisation’s global annual revenues in US dollars?
(% respondents)
$50m or less
46

$50m to $150m
16

$150m to $500m
17

$500m to $1bn
10

$1bn to $5bn
4

$5bn to $10bn
4

$10bn or more
3

20
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How many employees does your company currently have?
(% respondents)
Less than 10
24

11-50
24

51-100
12

101-500
22

Over 500
18

How long has your company been established?
(% respondents)
Less than 1 year
3

1-5 years
27

6-10 years
25

11-20 years
26

20 years or longer
20
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What is your primary industry?
(% respondents)
Aeorospace/defense
1

Agriculture and agribusiness
6

Automotive
6

Chemicals
2

Construction
10

Real estate
6

Consumer goods
11

Education
6

Energy and natural resources
1

Entertainment, media and publishing
4

Financial services
1

Government/public sector
1

Healthcare, pharmaceuticals and biotechnology
0

IT and technology
8

Logistics and distribution
5

Manufacturing
11

Professional services
5

Retail
10

Telecoms
5

Transportation, travel and tourism
2

Other, please specify
0

22
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A1. Which family generation currently owns the business?
(% respondents)
First
54

Second
30

Third
12

Fourth or more
4

A2. Of the family members who have an ownership stake, indicate which positions they have in the company:
Select all that apply.
(% respondents)
Board member
46

Chairman
46

CEO
52

Other C-level executive
27

Other executive
25

Not applicable
4

A3. To what extent is the family directly involved in running the business?
(% respondents)
Involved in making decisions about long-term business strategy
65

Involved in making decisions about day-to-day operations in the company
29

Involved in making decisions about short-term business strategy
5

No involvement at all
1

A4. Who is in charge of your company overall?
(% respondents)
The founder
66

The founder’s spouse
5

Oldest son of the founder/previous leader
20

Other son
4

Daughter
2

Other family member
2

Executive who is not part of the family
1
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A5. Has the leadership of your company changed in the past 5 years?
(% respondents)
Yes
18

No
82

A6. Who was leading the company 5 years ago?
(% respondents)
The founder
37

The founder’s spouse
17

Oldest son of the founder/previous leader
15

Other son
13

Daughter
4

Other family member
7

Executive who is not part of the family
7

A7.

Does your company have a plan in place regarding what will happen after the current leader of the business retires, steps
down or leaves for whatever reason?
(% respondents)

Yes
67

No
22

Not sure
10

A8. Are these plans formal? By this we mean that they have been reviewed by the company’s board and made legally binding
in a contract.
(% respondents)
Yes
71

No
24

Not sure
5

24
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A9. What formal governance structures are in place to address succession? Select all that apply.
(% respondents)
A legally binding contract reviewed by the board
82

A trust
43

A foundation
32

A will
26

Other
1

Not sure
0

A10. When the head of your company retires, steps down or leaves for whatever reason, what will happen? Select all that apply.
(% respondents)
A successor will be appointed but the ownership structure will remain unchanged
80

The company will be sold
5

The company will restructure its management
19

Not sure
5

A11. Who is mostly likely to be the successor?
(% respondents)
A family member appointed by the current head
51

A family member appointed by a group of family directors/family management team
31

A family member appointed by a board of directors who may or may not be family members
4

A family member appointed by vote of all family shareholders
10

Someone from outside the family chosen by the family
0

Someone from outside the family chosen by the management team
2
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B1. Please indicate in which areas your business has sought professional advice from an external source on succession
planning. Select all that apply.
(% respondents)
Estate planning
41

Tax liabilities
48

Governing family relationships
34

Conflict resolution between family members
18

Creation of trusts and/or foundations
26

Establishing a family office
19

Philanthropy
7

N/A—The business has not sought external advice on this matter
20

B2. Which of the following procedures and governance bodies are formally established at your company? Select all that apply.
(% respondents)
An exit strategy for family members holding shares who would like to leave the company
38

A family council that meets regularly to communicate roles and responsibilities for family members involved with the business and discuss areas of conflict
55

Changing the management structure of the company to include family members
29

Changing the management structure of the company to exclude family members
10

A family office that oversees portfolio investments and administers shared assets
19

A family trust or foundation that manages and executes the wishes of the business founder
17

B3. How frequently do family members who are directly involved with leading the business meet with less-involved family
members to discuss company matters?
(% respondents)
Never
6

Once every few years
19

Annually
28

Quarterly
28

More frequently
19

26
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C1. Do you agree or disagree with the following statements? Answer on a scale of 1 to 5, where 1 = strongly agree and 5 strongly
disagree.
(% respondents)

Strongly agree 1

2

3

4

Strongly disagree 5

Trust between family members gives family-owned businesses a competitive advantage
50

27

7 2

15

Leadership succession is an essential part of my company’s long-term growth strategy
41

33

17

6

3

Family-owned businesses are more efficient than independently run companies
21

30

12 2

36

Family-owned businesses can suffer from power struggles more than other types of businesses
24

31

28

13

4

In a family-owned business, the most capable leader should run the company, regardless of their gender and whether they are a family member
40

34

16

7

3

Customers and investors have more trust and confidence in family-owned businesses that have format plans for leadership succession in place
26

41

22

9 2

If a family-owned business has a succession plan formally in place, it is easier to attract investment
29

42

20

7 2

Not having a formal succession plan in place at a family-owned business is a significant risk for investors in that company
25

33

28

9

5

C2. In five and ten years’ time how do you expect the management and ownership structure of your business to have changed?
Choose all that apply.
(% respondents)

5 years from now

10 years from now

It will be the same as it is today
21
12

There will be more formal policies in place to guide long-term decision making and planning
66
62

The board of directors will be made up of non-family members
18
30

Non-family members will control executive leadership
6
18

The business will need advisors for governing family relationships and mediating
23
26

It will be the same as it is today
72
54

It will be sold
4
12

The business will need advisors for governing family relationships and mediating conflict relating to ownership
12
35
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C3. Please describe the extent to which the following factors cause tension and anxiety in your business using a scale of
1 to 5 where 1 means that they cause no such problems and 5 means that they cause a great deal of tension and anxiety.
(% respondents)

Cause no such problems 1

2

3

4

Cause a great deal of tension and anxiety 5

Sibling rivalry over wealth and estate and/or leadership roles
21

18

25

21

15

Having to choose between possible successors
28

14

30

22

7

Placing a non-family member in a position of power, e.g. as senior executive
24

13

32

18

12

Having to remove family members from positions of power
15

12

26

28

20

Disagreements between family members over the direction of the company
18

11

28

32

11

Negative media sentiment with regard to public trust in family enterprises
22

13

32

23

10

Having to relinquish decision making responsibilities to external advisors
26

11

33

22

9

23

9

Finding non-family executives that you can trust
17

28

26
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While every effort has been taken to verify the accuracy
of this information, The Economist Intelligence Unit
Ltd. cannot accept any responsibility or liability
for reliance by any person on this report or any of
the information, opinions or conclusions set out
in this report.
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