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Family Owned Businesses
RSM has specialist advisors on hand ready 
to serve your needs, across a wide range of 
industries, wherever you are in the world.
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Family Owned Businesses

Experts in RSM member firms can provide advice to 
Family Owned Businesses in the following areas: 

RSM is one of the world’s leading 
audit, tax and advisory networks 
of independently owned and 
managed professional services 
firms. With global reach and 
local perspective, RSM member 
firms connect with their clients 
to deliver innovative solutions, 
helping them to see further, 
adapt faster and grow stronger.

Within our global network of audit, 
tax and advisory firms, you’ll discover 
cross-border teams of experienced 
professionals united by a strong 
entrepreneurial spirit and a unique 
client-centered approach.

When you come to us with an enquiry, 
you will deal with senior professionals 
who can give you real insight into the 
issues affecting your business and 
mobilise international teams on your 
behalf. As a result, you will be able to 
move forward with a clear, confident 
vision of the future.

Family Owned Businesses (FOBs) 
face unique challenges during 
every phase of the business 
life-cycle and are significant 
contributors to economies 
worldwide. It is never too early to 
start planning in order to ensure 
a successful future for yourself, 
your family and your business.  

Family owned businesses play a 
substantial and integral role in the 
economy, collectively generating 
between 70 and 90% of global GDP. 
FOBs face the same challenges as 
any other business. These issues can 
be analysed and addressed using a 
traditional Business Life Cycle model. 
In addition, and acting in parallel to 
the Business Life Cycle, there are some 
very specific issues that are unique  
to FOBs. 

Over two thirds of family owned 
businesses fail to make the transition 
from first to second generation and 
only 12% make it to the third. A lack 
of separation between management 
and ownership, common in many 
family owned businesses, can often 
put strain on the business and 
hinder it in evolving and adapting 
to market pressures and changes. 
Taking some critical decisions, 
particularly concerning cost cutting 
and management strategy, can be 
an emotive process and succession 
planning can prove integral to the 
business’s growth and survival. 

RSM member firms have a proud 
history of providing advice and 
expertise to family owned businesses. 
It has been a core focus for many firms 
and it brings together not only the 
expertise of partners and professionals 

who are specialised in FOBs, but 
draws upon the experience and skills 
of industry and sector specific staff. 
These experts come together into one 
dedicated team to serve your business 
needs; as an expanding global FOB, we 
can give you the personal attention 
you require and take the time to 
truly understand your business and 
management structure. 

From succession planning to funding 
and strategy, RSM has specialist 
advisors on hand ready to serve 
your needs, across a wide number of 
industries, wherever you are in  
the world.

 

Ownership structure 

The ownership structure for your 
business should be appropriate 
to support your specific business 
objectives and your family structure. It 
should also be able to provide a basis 
for a successful intergenerational 
transfer.

Business plan development

Objectively analysing your business is 
daunting to even the most successful 
and profitable organisations. A 
business plan will give your new 
business the best possible chance of 
survival and your established business 
a head start in extraordinary growth.

Strategic planning 

Strategic planning is about identifying 
strengths and weaknesses and defining 
the financial and strategic objectives 
for the business but, as importantly, 
it is also about securing the family’s 
legacy and ensuring the future 
retention of ownership and control of 
the family owned business.

Governance & constitutions 

In a family owned business there are 
three interlinked areas; the ownership, 
the family and the business. The 
relationship and interplay between 
these areas can create an emotionally 
charged environment due to the 
increased dependence of the family 
as a whole on the success of this one 
business. This makes the governance 
of a family owned business unique 
and it is clear that good governance - 
such as the family council and family 
constitutions - can add immense value.

Finance & funding

The use of family money versus 
third party capital is a conflict that 
faces every family owned business. 
Protecting the family from a loss of 
assets is the primary concern. An 
objective analysis must be done on the 
different funding options and models 
and on the implications each will have 
on the business and family assets.

Internal controls & system 
implementation 

Family owned businesses often have 
limited controls with potential for 
override due to the reliance placed 
on family members. This trust in a 
family owned business sets up an 
environment which can lead to a 
break down in controls and can result 
in financial loss. Internal control 
and systems implementation is a 
major shortfall in the majority of 
family owned businesses and this 
is, unfortunately, sometimes only 
recognised after a loss has occurred.

Employee benefit & 
compensation planning 

The recruitment of both family and 
non-family employees creates the 
potential for conflict. Clear guidelines 
for expectations, qualifications 
and deliverables should be set and 
applied to both groups of employees. 
Remuneration should be similarly 
based on the job requirements and 
not whether the employee is a family 
member or otherwise.

Conflict & mediation

Conflict in the family business is 
unavoidable and abuse of authority and 
entitlement are the biggest culprits. 

There can be conflict between 
family members and between family 
members and non-family members. 
Rooted traditions and extraction of 
wealth vs. growth are just some of 
the areas which can lead to conflict. 
Conflict cannot always be avoided 
but it can be managed. Clear policies 
and communication, together with 
mediation processes, can help avoid or 
resolve conflict.

Succession planning 

Succession planning is the single 
most important issue; without a 
detailed succession plan, the founder 
of the family owned business will be 
forced into alternative exit strategies. 
Ownership structures do not transfer 
well if they were not considered at an 
early stage in the plan. Skills transfer 
to the appropriate successor or 
successors, and rivalry, should also be 
considered in your family business’s 
unique succession plan.

Exit strategy

Lack of a succession plan or lack of 
an ideal successor will necessitate an 
alternative exit strategy. The reason 
for exiting the family business will play 
a key role in considering the different 
mechanisms and their tax effect. 
Proper and timeous planning will avoid 
the loss of value in the exit process.

Retirement planning

Having a family owned business is not a 
retirement plan; using the business as 
part of your retirement plan has major 
consequences. Retirement planning 
and the accumulation of assets outside 
of the family owned business is critical 
to a successful retirement strategy.
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To speak to your local Family Owned Business expert please contact 
Brian Eaton, Head of the RSM Family Owned Businesses Leadership 
Group, or contact the RSM Executive Office:

Brian Eaton
RSM Betty & Dickson
Executive City
C/O Cross & Charmaine Avenue
President Ridge
Randburg 2125
South Africa

T  +27 11 329 6000 
E   brian.eaton@jhb.rsmbd.co.za

RSM International Executive Office 

11 Old Jewry 
London 
EC2R 8DU 
United Kingdom

T  +44 (0)20 7601 1080 
E   rsmcommunications@rsmi.com

www.rsmi.com
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