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All In the Family

HOW MIXED GENERATIONS CAN SUSTAIN BUSINESS IS A CHALLENGE MANY

FAMILY OWNED COMPANIES FACE. BY MATTHEW SPIVEY AND KEVIN HUDSON

hose who own their own business know better than
anyone that planning for the future survival of the
company may seem challenging and distant when
looking at the present state of affairs. Whether it is a
sole proprietorship started from the ground up with
no employees or a private company of 250 employees, the future
survival or disintegration of that business is often not discussed
in the course of day-to-day operations.
Similar to looking out
into the ocean with no hor-
izon in sight, the idea of not
being in control of the busi-
ness (whether through retire-
ment, death or unplanned
sickness) is a thought that
we don’t like to imagine
and when we do, it is hard
to comprehend.

A Tricky Mix

As if the thought of being
gone from your company

is not enough to turn your
stomach, here comes the
tough part — imagine hav-

ing to throw the difficulty

of family emotions into the mix.

At this point, the reader may be thinking that unless their own
death has caused their departure from the business, they’ll be dead
by the end of the fight that will ensue to take over control of the
business. Some may think that they would rather see their business
go to deserving employees and management who have put more
into the business than ungrateful children, cousins and other sib-
lings. Still, others may not be able to imagine the business that they
have put their sweat, blood and tears into passing outside of their
family.

Whatever your thoughts, goals or motivations — although succes-
sion planning is not a pretty thought, it is necessary if you wish for
your business to survive into the next generation — whether inside
or outside of the family.
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BUSINESS PLANNING,
AND ESPECIALLY
PLANNING FOR THE
FAMILY BUSINESS,
APPLIES EQUALLY TO
THE CONSTRUCTION
INDUSTRY, THE LAW
FIRM OR THE LOCAL
RESTAURANT.

Making A Plan

General options and considerations include the timing of any suc-
cession in management, tax implications of selling shares in your
business and whether you think an employee stock option (ESOP)
plan may help to motivate employees. In the family run business
context, this obviously includes the decision of whether you want
succession planning based on retention of the business within the
family or selling to other business owners or key employees.

One thought may be to encourage your employees to participate
in an ESOP plan and therefore
invest some sense of them-
selves into the business. Ob-
vious disadvantages of such a
plan would be aloss of control
within the family. In contrast,
reorganization of the compa-
ny to exchange your common
shares in the business for pre-
ferred share with a fixed value
can allow you to pass future
capital appreciation and tax
liability to your children while
you retain control, keeping the
business in the family but
freezing the corporation.

As detailed below, the statis-
tics on the overall success and longevity of businesses and the dif-
fering styles of today’s work force demand that the prudent busi-
ness owner implement a succession plan. Such a plan requires
open communication to honestly address concerns, flexibility in
approach and expectations of the next generation, respect for dif-
ferent values held by these multigenerational groups and encour-
agement of training and collaboration between different ages.

This is especially true in the family owned business, given that
more than 8o percent of all businesses in the United States are
family controlled. In addition, more than 6o percent of the work
force in the United States is employed by a family owned busi-
ness. If those statistics aren’t surprising, then take into account that
the general success rates of most entrepreneurial businesses are
dismal, with estimates that around 75 percent fail in the first five
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years. Of those that do survive, only around 10 percent last 10 or
more years.

In the arena of family owned businesses, statistics have shown
that more than 70 percent do not survive the transition from
founder to the next generation of ownership. As more employees
reach retirement age, business owners need to take into account
replacing all levels of management and employees.

According to the Bureau of Labor Statistics, 25 million employ-
ees plan to leave the work force by 2010. The majority of this
group of departing employees will be leaving due to retirement,
placing a huge demand on a younger generation and requiring
business owners to plan to transition job responsibilities.

Smooth Transitions

Ensuring a smooth transition and success of the business is
accomplished through identifying and preparing employees
who are capable, motivated and willing to see the company sur-
vive and become as important to them as it is to you. This
requires mentoring, training and job rotation, helping the
successors to understand all the ins and outs of the business
that you have come to love and call your own. This also re-
quires understanding the motivations of different genera-
tions of workers and how to communicate and deal with them
in new ways.

Succession business planning, and especially planning for the
family business, applies equally to the construction industry, the
law firm or the local restaurant. Whether you are a new business
owner in your 20s or are nearing retirement age, statistics show
that your company needs to start thinking of succession plan-
ning sooner rather than later. From a management perspective,
succession planning is made all the more difficult through deal-
ing with the clashing styles of a multigenerational work force
which as detailed above will be changing drastically in the next
few years.

In the context of the small business owner, your 35-year-old
child will have different motivations and thoughts than your 58-
year-old sibling, yet both may wish to take over a lead role in the
business. The 35-year-old will most likely not wish to spend 75
hours per week at the office as you did and may instead expect
that they will be able to leave by 5 p.m. to go to play golf or spend
time with their children. This will inevitably cause a clash
between your child and your sibling. The sibling who put 20
years into the business and sacrificed time and opportunities,
which your child now expects, will likely expect to take over a
more senior position.

More important, in the larger company, the business owner
has to understand and began to cope with the four distinct multi-
generational age groups. These groups are defined as:

The Traditionalists — This is the group of employees who have
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generally been employed between 30 and 40 years. They are
defined as stable, disciplined and highly dedicated and feel their
success has been built on hard work and postponement of quick
material rewards. This group may have difficulty with technolo-
gy and feel that they are not appreciated or understood by
younger executives who are managing them.

The Baby Boomers — Most readers may fall into this group of
workers who make up the large group of employees looking
toward retirement. These workers are often used to a more hier-
archical style of management and take a “whatever it takes” men-
tality. They believe one must work their way to the top and will-
ing to put in long hours to gain respect. Research suggests that
this group of workers may enjoy continuing to work part-time
after retirement age if a company allows flexibility.

Generation X — This group often lacks loyalty to an employer
and instead place family and community above work require-
ments. They are independent and most view their job as a means
to an end. This group of 30- to 40-somethings can serve as an
important experience-building gap between the youngest of
workers and those at retirement age, but also expect a different
work environment with fewer hours.

Generation Y — This group of young workers values partner-
ing and collaboration. They are better at multitasking than their
older counterparts, but struggle with a rigid and hierarchical sys-
tem. Like their brethren in the 30- to 40-something age range,
these 20- to 30-somethings don’t have as much loyalty to the
organization, yet they seek and expect responsibility and input
from day one. This group has the most technical savvy and com-
bines the “can-do” work ethic of traditionalists with a sense of
independence and fearlessness.

Managing these varying groups and different approaches is
made all the more difficult by the interplay of a family business
and the emotions that necessarily come with it. It is key that as
you move forward in your business, you decide whether you
want a family-first business or a business-first family. Taking a
look at the general contrasting motivations between the family
and a business demonstrates that this is not an easy task.

The key to getting a handle on your business and the future
will require long-term planning with accountants and attorneys
if you want your business to survive into the next generation. All
of the messy tasks of splitting profits, assigning responsibility
and ensuring profitability can be easier when dealt with over a
long period of time. The sooner you start to plan for the future
of your family and business, the more likely you are to become
one of the few who can pass it along to the next generation. m

Kevin Hudson is a partner at the law firm of Foltz Martin LLC, based in
Atlanta. Matthew Spivey is an associate at Foltz Martin LLC. They can be
contacted at www.foltzmartin.com or by calling 404-231-9397.

SEPTEMBER 2008 » WWW.CONSTRUCTION-TODAY.COM = 15

o




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 1
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU <FEFF005500730065002000740068006500730065002000730065007400740069006e0067007300200074006f0020006300720065006100740065002000410064006f00620065002000500044004600200064006f00630075006d0065006e0074007300200066006f0072000a002000200020002000200020002000200020002000200020002000200020002000200020002000200020002000200020005100750065006200650063006f007200200057006f0072006c00640020004d00690064006c0061006e0064>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


