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TWO YEARS AGO, JOHN ABELL,
PRESIDENT AND CEO OF
TORONTO-BASED ABELL PEST
CONTROL, travelled across Canada
and the U.S. to meet and talk to ev-
ery one of the over 500 employees
in each of the company’s locations.

One of the topics of discussion
was the leadership transition of his
daughter Elizabeth Abell, a fourth-
generation member of this family
enterprise founded 95 years ago by
Mr. Abell’s grandfather.

“I didn’t just announce that Eliza-
beth was going to be this company’s
leader one day, and the fact is, the
succession process might be another
five to 10 years and will occur when
Elizabeth has achieved leadership
skills,” says Mr. Abell, whose four
other children are pursuing very suc-
cessful careers outside of the family
business. “But I made a point of tak-
ing the time to articulate that when
the transition to the new leadership
does happen, it will be comfortable
and safe for our employees, in large
part because we are doing the work
today to make sure that Elizabeth is
fully prepared to lead the company.

“That has taken a lot of the
concern about job security out, and
there’s positive reaction from our
employees seeing that there is conti-
nuity in the family business.”

As Canada’s current generation of
family business owners continues to
age, many are thinking – and worry-
ing – about how to ensure continu-
ity in the company that either they
or their forebears founded years ago.

The challenges are numerous and
complex, ranging from a lack of
suitable or willing successors among
the next generation to sibling rivalry,
to the potential unwillingness of non-
family managers to recognize the
incoming leader’s authority.

“There’s a significant amount of
planning and preparation needed to
successfully transfer ownership and
leadership in family-owned busi-

George, the owner of a family
business, was still at the helm when
he died suddenly at the age of 79.
He was running the show and had
no transition plan in place. He had
three daughters, a son-in-law, Ben,
and grandchildren, some of whom
had been involved in the business
over the years. But without a plan,
the whole family had added stress at
the time of his unexpected death.

This was no small enterprise,
either. George had built the business
up over the years to its current
$10-million value and 20 employees;
he was the sole shareholder when
he died. He and his first wife – the
mother of his three daughters –
were divorced at the time of her
earlier death, so she was out of the
picture. But to further complicate the
situation, George was in the throes
of divorce negotiations with his
second wife when he died.

At the time of George’s death, Ben
had been working in the business
for 20 years. He could logically take

over, but it was known in the family
that George liked to be in control and
never gave Ben a senior role because
he feared he would “run the business
into the ground.”

The chaos that ensued was
uncomfortable for all, especially
when a key employee announced his
plan to retire within five years. On the
family side, there was a will no one

FIVE TIPS FOR NAVIGATING TRANSITIONS

nesses,” says Bill Brushett, president
and CEO of Family Enterprise
Xchange (FEX). “There’s a lot of
wealth tied up in these businesses,
so it’s important that these transfers
are done right. But it’s not just about
money; legacy, continuity and well-
being of the family, the non-family
employees and the community
itself are also very important.”

What can help ensure a smooth
transition from one generation
of business owners to the next?
Wendy Sage-Hayward, a Family
Enterprise Advisor at the Fam-
ily Business Consulting Group in
Vancouver and member of the FEX
Leadership Council, says creating a
road map that sets out a vision and
goals based on where the family
wants to take the family enterprise
is a valuable exercise.

“This road map creates alignment
so that everyone is rowing in the
same direction around what you’re
trying to build in the future,” she
says. “It’s profoundly important to

have this discussion because it also
helps you understand each family
member’s motivations and aspira-
tions.”

Family dynamics may make such
discussions touchy, says Ms. Sage-
Hayward. It’s one of the key reasons
family businesses bring her in: to
provide knowledgeable and objec-
tive guidance, and to help create a
formal structure around the family’s
processes for planning, discussing
and preparing for critical events.

“An external adviser can provide
perspective and direct families to-
wards appropriate resources as they
work to develop the next generation
of leaders,” says Ms. Sage-Hayward.
“We can help them strengthen
communication and decision-making
capability within the family, build
their network and even help them
understand the importance of
educating spouses about the busi-
ness, because regardless of whether
spouses are part of it or not, they’re
raising the next generation.”

For the father-daughter team at
Abell Pest Control, having access
to FEX experts, members and
resources has made all the differ-
ence, especially for Elizabeth Abell.
Through FEX and LinkedIn, Ms. Abell
has forged deep connections with
other family business members
who share similar experiences and
concerns.

With her father’s support, she
recently took on the role of central
Ontario board of advisors co-chair for
the FEX Next Gen Committee.

“We are strong advocates of FEX,”
says Ms. Abell, who is currently in
an apprenticeship program that sees
her working in virtually every facet of
the business. “They are a really great
resource, and they’ve helped me get
the support I need, and will continue
to need, as I move forward with my
development program at Abell.”

For more information about the
Family Enterprise Xchange, visit
family-enterprise-xchange.com.

There’s a significant amount of planning and preparation needed to successfully transfer
ownership and leadership in family-owned businesses. ISTOCK.COM

Open communications with family members – rather than making decisions in isolation – can lead to
better outcomes for family business transitions. ISTOCK.COM
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president and CEO of Family

Enterprise Xchange

had previously seen.
It might sound far-fetched, but

stories like this aren’t unusual.
Family-owned businesses accounted
for 6.9 million jobs in 2017 – 47
per cent of Canada’s private-sector
employment and 37.4 per cent of
its entire workforce. They generated
$574.6-billion in revenue – more
than 35 per cent of the country’s

gross domestic product. Yet, in spite
of their importance to the economy,
only a small percentage of family-
owned businesses have a detailed
succession plan.

To help the many who have no
well-defined plan, we consulted two
experts who are both members
of STEP, the global professional

WHAT ARE THE UPSIDES OF CHANGE AT THE TOP?
Family businesses led by CEOs belonging to generation X and millennials show higher degrees of performance than
family businesses led by the silent generation and baby boomers, both of whom experienced a fall-off in performance.

In North America, 15 per cent of family businesses are led by CEOs from the silent generation, more than double the
global average, which suggests that in those firms a change at the top is urgent.

Millenials ready for leadership. FB 2 Frank discussions about concerns. FB 3 Succession planning as a process. FB 4INSIDE

Source: STEP Global Family Business Survey
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When George
makes decisions
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there’s no
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If he’d asked,
the youngest

daughter and her
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have stepped up.

Cindy Radu
family wealth transition

adviser and co-chair of STEP
Business Families Special

Interest Group
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for your family. And with that much on the line,
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At MNP, we know that means more than having a
financial plan. It’s ensuring you can always make the best
decisions for your family, your future and your legacy.
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For family-owned business leaders,
the good news is that their millen-
nial children are ready to take over
the family business. The not-so-
good news is that over 70 per cent
of family businesses do not have a
formal succession plan in place. This
deficiency is further complicated by
the fact that the younger generation
tends to want to retire earlier – often
by age 50 – a majority of current
leaders plan to stay on after age 60,
with some into their 70s.
“This trend represents a major

disconnect and can create tensions
between generations,” says Mario
Paron, Canadian managing partner,
KPMG Enterprise. “It shows that
important conversations about suc-
cession planning aren’t happening,
but need to.”
The findings are based on the

STEP 2019 Global Family Business
Survey, which highlights how chang-
ing demographics and generational
differences are impacting family busi-
ness succession planning and gov-
ernance strategies. KPMG is working
collaboratively with the STEP Project,
a global applied research initia-
tive, and supported these insights,
derived from over 1,800 business
families in 33 countries. The research
shows that establishing family
governance tools, including family
constitutions and charters, leads to
better overall business performance.
While some first-generation founders
may think governance tools come
with a loss of control, these tools
are actually key to improving family
engagement and can help manage
differing views and expectations
between generations.
There are many reasons why

succession plans, crucial to the inter-

BRIDGING THE GENERATIONAL DIVIDE

generational transfer of wealth and
enterprise, are not in place, adds Mr.
Paron. “The current CEO could be too
busy running the business, or may
simply want to avoid difficult deci-

Research from the STEP Global Family Business Survey shows that family businesses
with female CEOs have less autocratic leadership than male CEOs, which means that
individuals and/or teams pursue business opportunities and make decisions on their
own without constantly referring to their supervisors. And employee initiatives and

input play a major role. SHUTTERSTOCK

sions that tend to be both complex
and fraught with family dynamics.”
To help get over this hurdle, KPMG

has developed a new Family Busi-
ness Dynamics Assessment tool. It’s

a confidential, online, self-diagnostic
tool that allows family members,
and some non-family senior execu-
tives, to assess capabilities and pri-
orities. Drawing on the firm’s global
experience with business families on
key success factors, the tool bench-
marks input against other similar
families by generation, industry and
globally. It can be used on its own
or in conjunction with other KPMG
Family Office services that provide
families and their businesses with
a holistic approach tailored to their
unique needs.
The tool can identify gaps in

understanding and kick-start the kind
of conversation families need to help
them align on where they want to
go, says Mr. Paron. “Sometimes you
find out that the younger genera-
tion is less interested in taking over
the business and more interested in
monetizing their share of it. That’s
the kind of insight you need to be
able to plan for the future.”
The STEP survey also found that

millennial family business leaders
tend to be highly educated, tech-
savvy and care more about work-life
balance. Findings also suggest firms
led by millennials have a higher
performance than those led by older
demographics. As well, millennial
and Gen-X family members tend
to have a greater interest in social
impact alongside financial gain,
which reflects the rising importance
of KPMG’s impact investing services.
The goal is to help families de-

velop business succession plans and
ensure the longevity of the family
and its wealth for generations, says
Mr. Paron. “Ultimately, what we’re
saying is, let’s get that conversation
started.”

Sometimes you
find out that the

younger generation
is less interested
in taking over

the business and
more interested in
monetizing their
share of it. That’s
the kind of insight
you need to be

able to plan for the
future.

Mario Paron
Canadian managing partner,

KPMG Enterprise

PLANNING TO RETIRE?
Findings show that 53 per cent of family business CEOs retire between the ages of 61 and 70. Family business leaders
planning to retire after 70 years of age make up 27 per cent at a global level but 40 per cent in North America. While the
silent generation and baby boomers plan to retire at over 60 years of age, millennial family business leaders are looking to
retire before their 50th birthday.?

Source: STEP Global Family Business Survey
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Business families must be nurtured,
supported and given a voice. That is
the role of Family Enterprise Xchange,
a dynamic community of enterprising
families and designated Family Enterprise
Advisors. Because families that participate
in a supportive peer community–with
access to family-centric knowledge, advice,
resources and learning opportunities –
achieve stronger outcomes for their family
and their enterprise.
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It’s considered parenting 101 to treat
your children equally, but when
it comes to passing your family
business to the next generation, this
golden rule can create complica-
tions, says John Hughes, senior
vice president of MNP’s Private
Enterprise practice.
Consider the scenario where a

business family not only plans to
transfer wealth but also have the
next generation take the reins of
the family enterprise. While parents
may want to give their children
equal shares, how does this play out
when some are actively involved in
running the business while others
pursue unrelated careers? It can
be even more complicated when
cousins or other members of the ex-
tended family are involved, suggests
Mr. Hughes. What’s more, different
family members may have different
– or even conflicting – ideas about
desired outcomes.
Such complexities can make

continuity planning a daunting pros-

pect. Having a solid plan is key for
ensuring the business and the family
legacy continue to flourish, believes
Mr. Hughes. “The stats show that
less than 10 per cent of companies
have a detailed and thorough
succession plan,” he says. “They
may have given some thought
to whether they want to sell the
business or have a family member
take over, but that isn’t necessarily
enough preparation for the future.”
The majority of Canada’s two

million plus corporations are private
companies run by families – and
their continued success is impor-
tant for the country’s economic
well-being, he explains. “As we
move through one of the largest
transitions of wealth in history,
stewardship of the family’s wealth,
businesses and other assets will be
critical.”
Transparency about the vision,

goals and objectives of the family
can ensure that potential concerns
can be addressed, and Mr. Hughes

SUCCESS THROUGH OPENNESS AND ADVICE

recommends starting transition
planning about five years – or a
minimum of two years – before
changes come into play.
“There are things that need to be

done in getting ready for succession
as well as during succession, plus fol-
low-up activities post-transition,” he
says. “The most important strategy
for navigating a successful transition
is open and honest communication
between family members about the
views for best managing the busi-
ness and family assets.”
While frank conversations carry

the potential of people feeling hurt,
the cost of not addressing concerns
in a timely manner can be even
more devastating – it can lead to the
family losing control of the process.
Having a trusted adviser in the room
can make it easier for families to
address difficult topics, such as the
“four ds: divorce, disagreement, dis-
ability and death,” says Mr. Hughes.
“There are strategies for handling
these events and their implications
for the governance of the business.”
Mr. Hughes recommends consider-

ing four key elements for the finan-
cial road map for family members,
business owners and management:
wealth analysis (including financial
planning and goal setting), family
stewardship (creating a structure that
allows families to make decisions
about the business, their wealth
and the next generation), succes-
sion (identifying who will manage
the business and family wealth) and
estate planning.
“Estate planning includes leaving

a strong legacy for future genera-
tions and prioritizing philanthropic
pursuits,” says Mr. Hughes. “We find
that many families want to give back

As we move
through one of the
largest transitions

of wealth in history,
stewardship of the

family’s wealth,
businesses and

other assets will be
critical.

John Hughes
senior vice president of MNP’s
Private Enterprise practice

Transparency about the vision, goals and objectives of family members helps to ensure
that potential concerns can be addressed. ISTOCK.COM

WILL THE NEXT CEO BE A FAMILY MEMBER?
While 37 per cent of global family business leaders state that there is a high likelihood the next CEO will come from the
owning family, 43 per cent declare there is a medium likelihood and only 20 per cent state it is unlikely. Generation X
and millennial family business leaders believe it is less likely the next CEO will be a family member than the silent
generation and baby boomers.?

Source: STEP Global Family Business Survey

to the community or to a particular
cause. Involving future generations
is a wonderful way to make an
impact together.”
When a succession plan is in

place, family members can monitor
the progress and, if necessary, sug-
gest adjustments, he explains. “But
it’s important to get everyone on
board with the fundamentals.”
Given that succession planning

can significantly improve the odds,
why are so few business families
prepared? Discussing transition
issues can be fraught with emotion,
says Mr. Hughes. For example, what
if the next generation doesn’t want
to be involved in the business? Or
what if the founder feels they are
not well prepared?
“We help families put structures

in place, for example, to determine
what kind of training and skills
incoming family members need,”
says Mr. Hughes. “Those who want
to be in management positions
may have to complete a university
degree and gain work experience
outside the family business.”
When family members have to

invest a lot of time and effort in
preparation of joining the busi-
ness, it’s easy to understand why
equal treatment of those who are
not involved in the enterprise can
be considered “unfair,” says Mr.
Hughes. “Beyond considering equal
shares for family members, many
leaders look to the market to see
what remuneration is appropriate for
those working in the business.”
All these matters should be

considered with openness and com-
munication, and a trusted adviser
can provide guidance on how to
overcome challenges, he adds.

TEPs are full members of the Society of Trust and Estate Practitioners (STEP). STEP members are highly

knowledgeable in offering domestic and international advice on trusts and estates, including planning,

administration, and related tax issues. They help families plan for their futures, providing expert level guidance

when it comes to making significant life decisions. Clients turn to STEP members for direction following the

death of a partner; ensuring elderly and vulnerable relatives are cared for; safely passing a family business from

one generation to the next; and helping clients to support charitable causes in an effective way.

Seek advice from designated

TEP professionals, Trust and

Estate Practitioners

Find a TEP at
step.org/step-directory
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They also sometimes avoid dealing
with larger transition and continuity
issues “because they don’t know
where to start.”

Take it one step at a time,
although “it’s not a linear set of
tasks,” she warns. Begin by creating
an environment for discussions to
occur and decisions to be made, led
by a champion or champions within
the company and guided by profes-
sional advice.

A suitable adviser should be
someone with experience and a
Family Enterprise Advisor designa-
tion who considers the impact of
the transition on the whole family,
Ms. Han says. She recommends
starting with a “chemistry meeting”
to develop a level of comfort among
the family for when sensitive and
emotional topics inevitably arise.
Important questions to ask include,
“Where do you see yourself and the
business in five years? In 10 years?”

A good governance model is one
with three circles representing the
business, the owners and the family,
with each overlapping in the centre,
says Ms. Han. Each group should
have its own support structure; for
example, a board of directors for the
business, an ownership council for
the owners and a family council for
the family.

“Even if you have the same
people in each circle, you should
talk about different things,” Ms. Han
explains. “You have to keep the lines
of communication open.”

Such structures can build a strong
foundation, although entrepreneur
families will find that the process of
transition “never ends,” she says.

They can nevertheless be poised
and ready with a plan created to
achieve the best outcomes. “You’re
constantly refreshing, continuing to
make decisions and asking yourself,
‘Is it the best that it can be now and
for when changes occur in the fam-
ily business system?’”

Keeping the business alive is
usually the point of creating such
structures, but in some cases the
enterprise will change significantly,
and it may not even continue to run
in its current form, Ms. Han allows.
“The family will define success for
themselves.”

Even if you have
the same people
in each circle, you
should talk about
different things.
You have to

keep the lines of
communication

open.

Krista Han
partner, Grant Thornton LLP

Family-owned businesses are a
cornerstone of Canada’s economy,
yet trusted advice is critical to help
them move from one generation
to the next. Open communication
and governance models can set
entrepreneurial families up for future
success.

“Transition is not something that
you do once and it’s done,” says
Krista Han, a partner at Grant Thorn-
ton LLP and national leader of the
company’s family business services.

According to the Family Business
Institute, just 30 per cent of family-
owned businesses last into a second

generation, 12 per cent reach the
third and three per cent get to the
fourth generation or beyond.

Ms. Han, a designated Family
Enterprise Advisor who is based in
Fredericton, says that many families
mistakenly fail to think of the succes-
sion of their business as a process.

PLANNINGAHEADYIELDS BETTEROUTCOMES

READY FOR SUCCESSION?
Although 70 per cent of current
family business leaders do not
have a succession plan in place,
47 per cent report to have an
emergency plan for succession
in case of unexpected events.
This percentage goes up to 60
per cent in North America.

Source: STEP Global Family Business Survey
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association for practitioners who
specialize in family inheritance and
succession planning, to come up
with five top tips.

1. Planning and communication
are key:

“Ten years out isn’t too soon to
start,” says Cindy Radu, family
wealth transition adviser and
co-chair of STEP Business Families
Special Interest Group. “With the
story above, when George makes
decisions in isolation, there’s no
communication within the family. If
he’d asked, the youngest daughter
and her husband might have stepped
up. And did family members know
they could be owners without being
employees? That opens up a whole
new dialogue.”

2. Establish employment
policies and governance:

Families need to figure out their
policies. Are family members
automatically part of the business?
Putting governance structures, such
as advisory and fiduciary boards,
in place is a good idea. Build the
structures that’ll meet the strategies
and goals of the business.

3. Get the next generation
working:

Consider the skills interested family
members will need to take over.
Have them start working toward
those. “Allowing them to place
their own stamp on the business is

FROM PAGE 1

TIPS: GOVERNANCE STRUCTURES
ENABLING BUSINESS STRATEGY

important, but they need the skills
to have the privilege of working in
the family business,” Ms. Radu says.

4. Start planning from a tax
point of view:

“Generally, we first undertake
an estate freeze, which caps the
founder’s interest in the business
at today’s values and allows the
next generation to become equity
shareholders at a nominal value,”
says Pam Prior, a partner in taxation
services at KPMG LLP. She says
a family trust provides flexibility
in the allocation of future equity
among the family for up to 21 years.
Next, she would calculate the taxes
payable upon the founder’s passing
and discuss how that tax bill will be
funded. “You don’t want to have
to sell the business to pay Canada
Revenue Agency, so consider
corporate-owned life insurance,”
she says. “Without proper planning,
there is the potential for double tax
on private company shares,” Ms.
Prior says. “The will and other estate
planning documents need to be
flexible to avoid this.”

5. Consider philanthropy as part
of the plan:

“At KPMG, we’re seeing more
private business owners looking at
philanthropy in estate planning,” Ms.
Prior says. “It helps to reduce taxes
and gives back to the communities
that have supported the business
over the years.”

For transition planning, it’s important to consider the skills that interested
family members will need for taking over. ISTOCK.COM
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