FAMILY
BUSINESS
UK

Supporting the next
generation In your
family business

SENIOR GEN
USER G U | DE Sponsored by NatWest



FAMILY

BUSINESS
UK

SENIOR GEN USER GUIDE

Contents

Introduction

Fostering interest in the
family business

Educating the next generation
of responsible owners

Nurturing family talent
Support from non-family
Transitioning to new leadership

Toolkit



INntroduction

Welcome to this short guide, designed
to help you support your next
generation as they find their way in
your family business.

Being a next generation family member
can be extremely challenging. They may

be balancing conflicting emotions towards
the business, struggling with family
expectations, or just really not feel sure what
they want to do with their career.
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And being part of the senior generation trying
to support them can be just as challenging. But
| hope you will feel reassured by knowing this

is something others in your position are going
through all the time.

You are not alone. In this guide, we have set

out some of the ways you can try to foster an
interest in the family business, and how you can
support the next generation to become the
responsible owners of the future.

You will also find advice on how to identify those
who could lead your business in the future, and
things to consider as you transition to that new
leadership. Alongside this we have also provided
links to a series of articles to help guide you, and
some practical advice on steps to take.

We hope this guide helps you on the journey
you have ahead!
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Fostering interest In
the family business

Engaging the next generation,
and shaping their view of the
business, starts far earlier than
some people expect.

In a family business, your family history is
often tightly intertwined with the history

of your business, and these stories become
part of your commmon history. The business
inevitably gets mentioned at family lunches
and gatherings, and soon without even
realising it the next generation is starting

to form its own view of what the business
means — whether good or bad.

If as a child you only hear how difficult

things are in the business, or how unhappy
it is making those around you, would you
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have a positive view of that business?
Probably not. But if you could see people
talking about the benefits the business
brings, to your family and your community,
and hear about the exciting history, would
you be more interested to learn more?

One of the key challenges parents talk about
in family business is wanting to encourage
their children to be interested in the
business, but not to feel they pressured to
join. This is a difficult balancing act, and how
you manage it will be different with different




children. But don't let your fear of making
the children feel pressure prevent you from
talking openly about the business at all.

Growing up in a family of successful people,
who have built a thriving business, can
sometimes leave the next generation fearing
they will not live up to expectations, or that
they need to be perfect, and an expert
immediately to earn a place in the business.

So, when you share stories from the
business, try to present a picture which
includes achievements and challenges.
Demonstrate to the next generation that
those idolised figures that came before had
to learn, experiment — and sometimes fail —
to also succeed, and that their own journey
doesn't have to be one of perfection either.

A business isn't all about strategy, products
and financial performance either. It's about
people, community, and the benefits business
success can bring to all sorts of people’s lives.
One way to foster interest in the business is to
show the next generation what it means in the
wider context, and the opportunities it brings.
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Perhaps your business supports the local
community football team, or holds an

annual charity cricket day. Getting the

next generation involved in these kinds

of activities can help them to see how the
business relates to their interests. The key
here is to keep the next generation interested
in knowing what is happening in and around
the business, not closing them off to it.

If your children have their own passions and
interests, encourage them to pursue these
too. Not only will that support your familial
relationships, but it might provide ways in the
future for them to connect to the business.
You never know what the future holds and
how those interests may suddenly become
something your business really needs.



Educating the

next generation

of responsible
owners

Whether your next generation
ultimately end up working in the
business or not, it’s still important
to think about how you will educate
them to be responsible owners.

As the future custodians of your business,
they need to understand the business to be
able to make informed decisions as owners
and shareholders. Being part of a family
business can be an enormous privilege, but
it also comes with significant responsibilities.
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This education for the next generation can
be overlooked, as the family focus on those
who work in the business and building the
skills they will need throughout their career.
But there are lots of ways to educate the
next generation so they have the broader
skills they need, and these will support
them not only to become responsible
owners, but also in whatever career they
decide to pursue.



Types of education

While some families (often those with
multiple shareholders) may put in place
more formal education programmes for the
next generation —there is no ‘one size fits all’
approach to next generation education. You
will want to develop something that suits
your own family circumstances.

What you do when you start out may
depend on the age of the next generation.
If they are still in school, you can start with
more informal learning — and add in more
formal elements as they become older.
Think about this as a long-term programme
of gradual development, not something
that has a set start and finish date. You will
need to build activities appropriate for the
age of the family, and if you have big age
gaps within generations it may be helpful to
break up the different groups to meet them
at the stage they are at.
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If the family are geographically and
emotionally very close, you may feel there
are already strong bonds between younger
family members. However, if you have
groups of dispersed cousins who do not
regularly see each other, building up bonds
between the group so that they will be
able to successfully work together in the
future will be an important step. This could
be through an annual weekend gathering
where you all come together for social
activities, to strengthen the familial bonds.



Emotional ownership

While understanding the financial
elements of the business are
extremely important, in family
business the unique element of
emotional ownership is a powerful
advantage you have over others.

Developing a sense of emotional
ownership and deep understanding
of the values of the business will
help the next generation make
more informed and educated
decisions in the future. It will also
help them understand the impact
of their own behaviour as owners
on the business and those around
them. Where the family name is
closely associated to the business,
this also comes with understanding
the responsibilities and scrutiny that
come with ownership.

Financial education

While those next generation family
memlbers who are more business minded
will develop a financial education through
university and their career, it's important
that all the future owners of the business
have access to this. Perhaps you have a
family member pursing a more arts-based
career, as a future owner they still need a
good level of financial understanding, to
be able to understand the health of the
business and make informed decisions.

Depending on your business this might
include how to read a set of accounts or

a balance sheet, or understanding the
ownership share structure or trusts involved.
This is something your professional advisers
can often support with, providing an
introduction to the next generation and
giving them a neutral space to ask questions.

If you have a Family Office or significant
investments, additional information may
be helpful on how these are managed, and
why things have been set up in the way
they have.



Within this financial education it is a useful
opportunity to talk to the next generation
about responsible management of

their own finances, not just those of the
business. This may include discussions

and conversations around how they talk
about money to their friends or partners,
any requirements that the family have in
place around pre-nups, or education around
personal safety. It can provide a useful place
to ensure they have the support they need,
and help them build a group of trusted
advisers to work with.
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Developing business skills
While the next generation
family memlber may never join
your business, having informed
shareholders who can bring
expertise to the business should
bring many benefits.

Offering internships or work
experience to the next generation
will help them to learn about the
business from the inside, helping
to increase their understanding in
future discussions.

Your family may also decide to set
up a mechanism to help provide
funding for next generation family
members who have their own
business idea, encouraging the
entrepreneurial spirit to continue to
thrive throughout the generations.



Often when considering talent
amongst the next generation of
family members, people talk about
identifying the talent. Here, we will
talk about nurturing family talent

- because this is something which
needs to be developed over the
long term.

It isn't enough to see the potential in a
family member and then leave them to it.
And there isn't just one type of person you
need to join your business, whether family
members or not.
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Nurturing
family talent

Opportunity or encouragement?
Within a family business owners will often
be confused why the next generation

are not looking to join the business. “The
door is open — they can join whenever
they want” we have heard people say,
often placing the emphasis on the next
generation family member to make the
first move.

If you are finding this a challenge, consider
the following —is it enough that the door

is ajar, or do you need to make the next
generation feel they will be welcomed in?



Hopefully by now, your next generation

have an interest in the business, they are
educated to be responsible owners, but they
may still not feel confident the skills they
have developed are things that are needed
in your business, or simply that they aren't at
a level of seniority yet to be able to join.

Having honest and open conversations
about their aspirations will hopefully help to
uncover some of these issues, and help you
understand whether they aren't interested
in joining — or whether they want to but fear
they might be rejected.

This could be particularly true for those
family members who haven't taken what is
the usual route to a career in your industry.
Having an open conversation with them
about their future could help you both
identify the best next steps to take in order to
prepare to enter the business, whether this is
additional education, career experience or a
pivot from their current path.

And when the next generation do join
the business, don't stop having these
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conversations. Keep discussing what their
ambitions and plans are, and what yours
are too, so that you all know the goal you
are working towards.

Outside experience

Even if the next generation are keen to
join the business, and you can see the
value they will bring, it's still important for
them to get experience outside of your
own business. It'll not only help them to
understand the industry and future role
better, but also to build their personal
credibility when they do join the business.
Other employees will also be able to see
they have value to add and that their place
has been earned, rather than feeling they
have got a job just because of their name.

By getting outside experience they can
also add something new to the business,
bringing in new ideas that could help your
business prepare for the future.



Learning the ropes

The exact job that any family member
does when they join the business will
depend on many factors. But you might
find it helpful to provide them with an
introduction to many different parts

of the business by putting together
something similar to a graduate
scheme programme.

This would include the next generation
family member spending a set amount of
time in different departments across the
business, learning the ropes and getting
a more detailed knowledge of the on-the-
ground practicalities.

If the family member doesn't have a clear
career path in mind, this might help
them identify the area they are most
passionate about and help them move
forward. Even if they already know which
area they would like to focus on, this

kind of programme gives them a good
introduction to the business, as well as
helping them to build relationships with
people across departments.

Investing in people

As an employer, you no doubt
provide regular training and
learning and development
opportunities for your employees.
It should be no different for family
members within the business —
including the next generation.

Put in place professional develop
plans, invest in training where
needed, and check in on progress
regularly. If one next generation
member is expected to take on the
main leadership role, ensure that
they are getting the support they
need to move from manager to
leader, as they will one day be the
likely figurehead of your business.



Support from outside the business
There isa common saying in the family

business world: “Once you've seen one family

business, you've seen one family business.”

Every family business is different, so

there is no ‘one size fits all’ answer to the
challenges that you will face. But it can

be helpful to remember that whatever
challenge your next generation may be
facing, another family has already been
through it. Talking to other business
families, and hearing how they have
overcome those same or similar challenges,
can help them find the right path forward
for them, the business, and your family.

Whether it's talking to other next
generation family members about how
they are finding their way, or how they
handled difficult conversations, there

is a huge amount of wisdom with the
family business community to learn from.
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These are connections you can help
them establish, maintain and develop
throughout their career.

Another invaluable resource for anyone
looking to develop their career is a mentor.
Whether in your business, or your industry,
they can support and challenge your

next generation. They may choose to

have a mentor from a family business, or
more than one mentor. The key is to find
someone they respect, with whom they
can have honest conversations, and act as
a ‘critical friend'.
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Support
from
non-family

Family businesses can face a unique

set of challenges and it sometimes

feels like the whole responsibility for
supporting and developing the next
generation lies with family members.
But there is a useful role that non-family
members can play in this process.
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Family relationships, and a feeling of
expectation from parents, can sometimes
influence how the next generation feels. Do
they avoid asking questions to more senior
family members, for example, because they
fear they might be judged for not knowing
the answer?
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The next generation may feel more open
to asking questions, sharing their concerns
and accepting challenge from a neutral
participant. You may choose to appoint
one of your non-family NEDs to the role

of next generation liaison, the go-to
person to ask questions that might feel
uncomfortable otherwise.

For family members working in the business,
a senior non-family employee could also be
a supportive mentor. They could share their
business knowledge, and provide a positive
non-family role model to look up to.

6 The next generation may Family businesses are likely to employ

feel more open to asking people who have worked for them

. . . for decades. While this might seem

questions, sharmg their concerns challenging for next gens because those

and accepting challenge from a people remember them as children

neutral participa nt.” visiting the business, try not to overlook the
value of their long-term knowledge and
understanding. There is likely a huge sense
of pride, care and commitment among non-
family members towards the business. This
is a valuable asset and resource to draw-on.



Transitioning

to new
leadership

The senior generations in family
businesses are usually well-
established and experienced in
their roles. Consequently, it’s
assumed that they require minimal
support in navigating an inter-
generational transition in ownership
and leadership, and the focus is on
developing the rising generations.

This is too simplistic. The reality of the
100-year life means the senior generations
could live longer than at any time in history,
and this is affecting the timing

of transitions.
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Ken McCracken,
Family Business Adviser

The increased demographic complexity
of many families also makes transitions
more challenging. Difficult choices can be
deferred while the senior generation feel
able to continue in their current roles.

The seniors need support in their personal
transitions, so that there is a clear path
forward for them as well as their successors.



Self-reflection

Before they're ready to act on major
business transitions, the senior generations
must contemplate their own next stage. It is
important for them to be motivated by the
options ahead, rather than being saddened
by what they might lose by stepping away.

The seniors could reflect on the
following questions:
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The positive impact

of absences

Often, this self-reflection results in
acknowledging ‘absences’; things that
didn't get done when pursuing life
and career choices. This creates an
exceptional later-in-life opportunity
for senior generations to achieve a

What needs to be true for me to be ready
to transition my roles in the business?

What does the next stage of my life
look like?

Is there a continuing role for me in
the business?

Can | apply my knowledge and
experience in other areas outside the
family business?

Are there new areas of personal
interest that I've been eager to explore
but haven't done so yet? Is now an
opportune time to do that?

deeper awareness of what they value
now in life, which can influence how
they begin to build their next legacy.

The power of empathy

Itis in the nature of many families to be
motivated by satisfying the needs of loved
ones. This empathy can be a powerful
force in transitions. Fundamentally, it
helps if everyone is more curious about
understanding the views, challenges,

and concerns of everyone in their cross-
generational partnership, instead of
focusing exclusively on self-interest.



The senior generation might stop asking,
“is the next generation good enough?” and
start thinking about the following:

What opportunities can | present that
will make it compelling for the rising
generations to apply their talents in our
family business?

Is there a risk that satisfying my self-
interests will thwart the dreams of the
rising generations?

How committed am | to helping the
rising generation achieve
their ambitions?

The rising generations might take time to
learn about the challenges of later-adulthood
and then consider what they can do to

help those at this stage of life to achieve a
new version of success. Managing complex
transitions may not be a skillset the seniors
have developed, so empathy and tolerance
are essential. Consider these questions:

How can you help your parents or
grandparents come to terms with the
need for a purposeful next chapter?

What is your contribution in helping the
senior generations to continue to have
a rewarding life? Leaving it up to them
isn’'t very helpful, and you have the
power to have an impact on their lives.

What do you think they're
concerned about?

What do you think they expect of you?

It's also worth understanding the
implications of the timing elements of
transitions, and how fast or slow the process
may be. Pushing too fast can be just as
problematic to the continuity process as
moving too slow.
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Other ideas to help the senior generation

Build a continuity plan based on self-
accountability with incremental steps to
take it forward.

Participate in peer groups, where people
at the same stage of life ask each other
questions and can challenge your thinking.

Study and learn about the challenges at
this stage of life.

Serve on the boards of other types of
businesses or non-profit organizations
to gain exposure to other possibilities
and learn new ways of approaching
issues and opportunities.

Become a mentor:
to children or grandchildren
to young leaders outside your
family enterprise
to leaders of non-profits

Get involved in social action activities, such
as politics, philanthropy, and social causes.

Understanding each generation’s need

for support can move the needle on the
successful continuity of senior leaders, their
families, and businesses. It helps to ensure
that the senior generations are able to
reimagine what comes next, to continue

to have a sense of purpose and economic
security while opening the door and paving
a successful and continuous path forward for
the generations that follow.

This is based on a paper published by the Ultra
High-Net Worth Institute called Reimagining
family business transitions: Rethink, rebalance,
reinvent. It was authored by Stacy Allred, Senior
Managing Director, Head of Family Engagement
& Governance, First Republic Investment
Management; Dennis Jaffe, Ph.D, Senior Research
Fellow, at Banyan Global Family Business Advisors;
Ken McCracken, Family Business Consultant, MFBC
Limited, and Daniel Trimarchi, Director, KPMG,
Melbourne (formerly Toronto)



Toolkit

In this toolkit you will find
more resources to help you
navigate some of the questions
you may how have

Engaging the Next Gen in the
family business, needs to start
early, building positive associations
between the business, and

its impacts on the family (life,
dynamics, and opportunities) to
encourage engagement.

Learn more about how to foster
interest in the business from
your next generation; utilizing
legacy, philanthropy, and
opportunity below.

Engaging the Next
Generation (guide)

Engaging the Next
generation


https://www.familybusinessuk.org/resource/engaging-the-next-generation-guide/
https://www.familybusinessuk.org/resource/engaging-the-next-generation-guide/
https://player.captivate.fm/episode/2b81303a-f4e1-4093-91e4-cc3fcd5b8975
https://player.captivate.fm/episode/2b81303a-f4e1-4093-91e4-cc3fcd5b8975

Family business owners have
special responsibilities. A family
firm is both a business and a
source of personal identity for
owners. And being a family
business owner, as a next gen,
can feel a daunting proposition.

Find out more about educating
your next gen, and setting them
up for success below.

Fostering Responsible
Ownership

Developing Stewardship
in the family business

The Responsible
Shareholder

Q
@91 FAMILY BUSINESS UK

It is not enough to see

the potential in a family
member, but leave them to
it. And there is not just one
type of person you need to
join your business, helping
your family members

grow into the business can
take a number of forms,
highlighted below.

The importance of
listening in family business
(case study)

Gaining external
experience

Strengthening
Family Communication

21


https://www.familybusinessuk.org/resource/fostering-responsible-ownership-guide/
https://www.familybusinessuk.org/resource/fostering-responsible-ownership-guide/
https://www.familybusinessuk.org/resource/developing-stewardship-guide/
https://www.familybusinessuk.org/resource/developing-stewardship-guide/
https://player.captivate.fm/episode/65abff94-fe96-4e07-b64e-3ff86e90a99e
https://player.captivate.fm/episode/65abff94-fe96-4e07-b64e-3ff86e90a99e
https://player.captivate.fm/episode/1bcb1b49-4bc0-4cc2-9b0e-e8dfb7cce9b0
https://player.captivate.fm/episode/1bcb1b49-4bc0-4cc2-9b0e-e8dfb7cce9b0
https://player.captivate.fm/episode/1bcb1b49-4bc0-4cc2-9b0e-e8dfb7cce9b0
https://player.captivate.fm/episode/bc2cd62b-b274-476e-a8ba-564f4e6a8b9a
https://player.captivate.fm/episode/bc2cd62b-b274-476e-a8ba-564f4e6a8b9a
https://www.familybusinessuk.org/wp-content/uploads/2023/09/Strengthening-Family-Communication-1.pdf
https://www.familybusinessuk.org/wp-content/uploads/2023/09/Strengthening-Family-Communication-1.pdf

Joining a community of peers, who
understand the experience of growing
up in the family business can be a
genuinely transformative experience.
Next gens can connect with peers via
a facilitated, peer-led community such
as FBUK's Next gen community.

You may also want to seek external
support, from family business and
other professional advisors who can
support with both the family and

practical questions around succession.

Read more about finding support
outside the business; below;

Who do you turn to?

Employing family
business advisors?

If you are pondering transition,
or asking yourself the question
“What comes next?" for me?
You are not alone.

FBUK provides peer communities
for those in senior positions, many
of whom will have just such a
question, as to how to utilize their
talents, or remain engaged after
they have passed on leadership
and/or ownership of the business.

Signup today for our
FBUK Communities

To find out more, please get
in touch with us:
info@familybusinessuk.org


https://www.familybusinessuk.org/resource/who-do-you-turn-to/
https://www.familybusinessuk.org/wp-content/uploads/2023/09/Employing-Advisers.pdf
https://www.familybusinessuk.org/wp-content/uploads/2023/09/Employing-Advisers.pdf
https://www.familybusinessuk.org/how-we-do-it/communities/
mailto:info%40familybusinessuk.org%20?subject=
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At NatWest, we know family businesses are a cornerstone
of the UK business community, responsible for a
significant proportion of private sector employment.

You need a bank that understands your
dynamics as a family business, and one that
is committed to supporting you at every
stage of your journey.

Whatever the challenge, be that succession
planning, maintaining sustainable growth,
governance, expanding into new markets
or one of the many other challenges that

a family business might face, our team of

Relationship Mangers are here to support you.

Plus, we provide family businesses with
actionable insights and tips from our team
of specialists.

To find out more, be sure to speak to one
of our Relationship Managers or email
Familybusinessenquiries@natwest.com

Family Business Hub | NatWest Business

Turnover and eligibility criteria apply.


mailto:Familybusinessenquiries%40natwest.com?subject=
https://www.natwest.com/business/insights/business-management/business-strategy/family-business-hub.html
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