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Family Business Survey 2020/21

Foreword

Control is both a function and a concept that is central to the 
actual operation of governance, whether in a family or an 
operating company.

It is perhaps more accepted as an element of the guidance and decision-making 
role within the corporate governance sphere, with closely held enterprises or listed 
firms that are still ‘family businesses’. This survey is the latest in our biennial 
series examining and analysing the pressing themes of family owned businesses. 
We looked to the foundations for future governance that families were laying, both 
amongst themselves and where they had a business. Having asked some families 
we know well for their views on our draft survey questions, we focused on family 
constitutions: were they present or absent, relevant or ignored? ‘Control’ can be a 
word succinctly summarising the necessary determination that effective governance 
brings, the guided and agreed deliberation in the boardroom, or the near opposite: 
unilateral pronouncement from one atop a rigid family hierarchy.

This analysis explores these demanding human considerations and how they 
interlock, crucially between family and business. In planning this survey and then 
drawing these insights together, a number of related but distinct themes arose, in 
particular the sense of a family brand. We were especially intrigued where this was 
distinct, or in the process of becoming so, from the likely origin of a company or 
product name. We will return to this for a dedicated study.

Thank you to those who gave so freely of their time in the draft stages and in 
completing the survey, we are truly grateful and hope that these collective learnings 
will raise many questions and challenges in your own families.

“Often the patriarch commits to the process as a sop to quieten people down, 
but there is no intention of relinquishing control.”

Rupert Phelps 
Partner, Family Wealth Services
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Executive summary

As a family grows and evolves, 
so too should its governance. 

There can be little doubt that the larger 
the family, and the more generations 
it has been active in business, the 
greater the need for formal governance 
procedures to be in place. The evidence 
from our survey shows governance 
does tend to be a greater priority for 
large family businesses, but smaller 
businesses also recognise the advantages 
good governance can bring.

Those who were first or second 
generation, who maintained a 
patriarchal or matriarchal role or where 
the family itself was very limited in 
number, were far less likely to have 
implemented a constitution. 

Proactive is better than reactive
Where these families had created a 
governance document in the form of a 
constitution, it was more often because 
they could see their time as family 
patriarch coming to a close and a need 
to hand over the reins. Too often, the 
constitution then became a mechanism 
attempting to exert control, with future 
generations poised to condemn it to a 
‘dark drawer’ once they took the reins. 

Advisers helping with family 
governance should guide, not 
control, so the families feel 
empowered
Where families had created their own 
constitutions in the last few years, 
they were often evangelical about the 
process and the catharsis it provided; 
others had constitutions created using 
differing degrees of professional help. 
However, there was also a strong 
feeling that advisers should just guide, 
not control, the process. Families felt 
they had to take responsibility for the 
content, with advisers and consultants 
facilitating the thinking.

Agreement on family values and 
purpose at the outset is critical; 
a shared sense of purpose within 
the family binds them together for 
longevity
There was broad consensus that the 
right format for a constitution was 
one beginning with values and then 
formulating purpose. It should be a 
short document, encapsulating the 
family’s approach to governance and 
the appropriate structures. The most 
effective constitutions laid out the 
family’s mission statement, codified 
its values, set out its foundational 
ethics, how it behaves and how it does 
business. It also provided guidance 
on how the family and potentially the 
business related to one another, a 
fundamental governance issue.

“The founder has some innate 
skills but that is not necessarily 
passed down. Where the founder 
is still there, he can drive it, it’s 
his company.”

“The challenge for the family 
business is to sustain themselves 
beyond three generations.”

Decision making 
Decision making of all types requires good quality data and 
sound analysis: financial decisions are no different. Families 
and family owned businesses should have diligent financial 
analysis at their disposal. 

This can encompass a range of areas where in each case 
the analysis should be tailored to the subject matter. To 
understand historical management information and trends 
against prior year and budget, a business must monitor the 
correct key performance indicators (‘KPIs’), which could 
be revenue, gross margin, net cash flow, level of debt, 
the level of contracted future revenue etc. In turn these 
come from identifying the critical success factors for the 
business. 

On the other hand, when looking at valuations, the key 
is to make sure that the valuation technique adopted is 
appropriate for the business model and that the data that 
that underpins the output, whether internal or external, 
has been precisely sourced and tested.

At Smith & Williamson, we have long experience in 
assessing financial data and using it to drive insights and 
support decision making. We help businesses and owners 
understand their data and then to use that information to 
influence actions and behaviour. This forms the rigorous 
basis to assess whether to invest or divest or to achieve the 
appropriate valuation for the business or assets.

Philip Quigley,  
Partner, Transaction Services
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Introduction to the  
survey results

For many family businesses, a sense of shared purpose can be more important than anything 
else. Without a defining purpose that can be assented to by all those involved, the family 
enterprise can seem fruitless. 

As one respondent to this year’s 
Family Business Survey put it, “why 
not just dissolve the assets, share out 
the proceeds and be done with it”? 
Some families have followed this path, 
with those on the periphery receiving 
their share, leaving a reduced number 
of family members forming a more 
concentrated core. Many may remain 
keen to sustain the family purpose and 
name in their own manner, with new 
plans and ventures.

Achieving the shared sense of 
purpose through governance
How might a family create this sense 
of shared purpose? Our experience 
of advising business owning families 
demonstrates repeatedly that the active 
pursuit of effective governance is a 
necessary starting point, with this view 
endorsed by this year’s survey.

Most families with significant business or 
financial interests to manage, recognise 
this ‘governance need’ and many 
create a constitution as a foundation 
for this process. This may also provide 
a reference point for resolving conflict 
in its early stages, but fundamentally, it 
should articulate the family’s values and 
purpose. From this, a sense of common 
mission and direction of travel is 
possible. Family constitutions are almost 
never a legally binding document, rather 
they set out the family culture, what 
it stands for together with objectives 
for the longer term. Rarely do they 
endeavour to outline how these goals 
will be achieved. Many families use a 
family council, or related bodies, to 
address this area which can inevitably 
require flexibility and agility to changing 
business and family situations.

Writing a first constitution is a 
challenging and time-consuming task. 
It may or may not require professional 
advisers (in the survey most, but not 
all, sought guidance). It is clear that it 
demands considerable thought, asking 
and then answering difficult questions. 
As one respondent put it “Emotionally, 
you touch deep and sensitive issues”. 
For all that, most thought the process 
valuable and sometimes cathartic.

To build purpose, a majority of family 
members need to ‘buy in’. This is 
not just about growing assets, but 
about sustaining and supporting the 
family from generation to generation, 
supporting chosen causes, pursuing 
shared goals and in many cases making 
a clear impact from family endeavours. 
In this respect, philanthropy is also of 
significant importance as a governance 
tool. Applying family capital to social 
good is key to a sense of shared 
purpose, but an activity that demands 
time and proper governance and 
suitable guidance.

Sustaining family consensus 
is crucial
The research also highlights the 
importance of sustaining the family 
consensus in the medium term and 
building bonds across the family. Many 
family businesses find that family 
‘awaydays or weekends’, (in addition to 
a family council), usually annually but 
sometimes more frequent, are a ‘must 
have not a nice to have’. 

These meetings are most productive 
when they are not just about the 
numbers and governance but focus on 
the social aspects of getting family 
members to know one another. It can 
be a vital way to engage the next 
generation and enable them to build 
strong links with their peer group. 

Each family is unique; one solution 
doesn’t fit all, and it must evolve 
as time goes on
The survey brought in broad 
representation of business-owning 
families, whether large in number of 
family members or tighter groups, 
including those with single family 
offices. For many of the first generation 
respondents, ideas of a family 
constitution and governance were 
less important. There was a feeling 
that initial arrangements needed 
to come first, for example, putting 
structures in place. Where the next 
generation were involved, it may not 
be in a management role, but rather 
a preparatory phase, whether work 
experience to learn the operations 
of a business and/ or participation in 
a next generation group to improve 
understanding of the purpose of the 
company and how that relates to that of 
the family.

Appreciation of the need for effective 
governance does appear to be directly 
correlated with the number of 
generations involved and the extent 
of the business(es) and/ or assets. 
However, our results confirm that it is 
a mistake to assume that governance 
is usually based upon a formal 
constitution, ultimately it is an ongoing 
and evolving process to build shared 
purpose, keeping business, assets and 
family together. It boils down to a family 
articulating what its core values are.
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Several respondents made 
reference to the oft-cited 
observation that very many 
families go from rags to 
riches and back in three 
generations. The fundamental 
goal for most families is to 
preserve their assets and then 
grow them, a challenging 
task against a backdrop 
where families usually 
expand arithmetically from 
generation to generation. 

The findings: three  
fundamental questions

To maximise the opportunity of making this work, families acknowledged that there 
were three key questions, which we have endeavoured to address in this report:

1. If governance is important, why isn’t it a priority for all family businesses? Who 
needs governance and why? And when a family decides it needs to implement a 
little more rigour, how do they go about doing so?

2. Can the right governance bring a sense of common purpose?  
Without a family mission statement and sense of shared purpose, families often 
fragment. Several of our families had been through fragmentation in terms of 
business involvement, with some making liquidity available to buy out certain 
family members. 

3. Governance and getting the next generation involved?  
Where families do not want the next generation to work in the business (aside 
from school/ university holiday placements), those people grow up to develop 
their own careers as, for example, bankers, doctors, architects etc. The business 
may be there in the background and it may pay for education, but any details of 
governance are often of little interest. A different approach is therefore required 
to ensure their future involvement and support.

Additionally, we also consider whether a family, together with its history (potentially 
including that before it was ‘in business’) and values, can become a brand in its own 
right. We offer the initial findings from this survey, since it was a fascinating theme 
arising, and will return to explore this area in more depth in our next study.

Working with entrepreneurial families
The origins of Smith & Williamson’s investment services 
lie in managing money for an entrepreneurial family, and 
we are proud to continue to look after the descendants of 
that family over a century later. Understanding each client, 
and each generation, is an inherent part of the role of an 
investment manager. In formulating an investment strategy, 
let alone a portfolio, it is essential to understand how 
short-term dynamics relate to families’ longer-term needs 
and ambitions. 

Good governance is a critical facet of the companies we 
invest in on behalf of our clients; but a ‘one size fits all’ 
approach is rarely the best one. We engage with companies 
where we see practices that are detrimental, and approach 
boards as we do clients: thoughtfully, respectfully and 
with a view to a lengthy association. This experience has 
underpinned our views on sustainability, a word which we 
have long used in a broad context.

Smith & Williamson’s investment approach is not dogmatic. 
We think widely and openly about different assets and 
investment approaches, and are constantly testing our 
assumptions. Investment recommendations are produced 
by the same individuals as actually run clients’ portfolios 
and liaise with them on a day-to-day basis. We believe 
this rounded, collegiate approach results in better people, 
better decisions and better performance. Our merger 
with Tilney enables us to build on this approach by adding 
further expertise. 

Whilst the firm’s investment process has been in place since 
2003, with continued evolution since then, our  
long-term and client-focussed ethos has not changed since 
our foundation.

Charles Gowlland,  
Partner, Investment Management



9

Family Business Survey 2020/21

The findings: three  
fundamental questions

1. If governance is demonstrably important, 
why isn’t it a priority for all family businesses?

The importance attached to governance 
generally correlates with the age and 
size of a business. One example was 
a successful business that had been 
created in the nineteenth century, sold 
off in the twentieth and now comprises 
500 family members. It is clearly going 
to require more formal governance 
structures than a more modestly sized 
business which was started 10 years ago 
and is still being run by the founder.

Is there a formal written constitution in place?

38% of our respondents had a 
constitution in place, with 56% 
having none (plus 6% saying 
they did not know if they had 
one or not)

“These things [good communication, 
commitment etc.] are there to 
increase trust and transparency. If 
you haven’t got that, no constitution 
will ever create it.”

For those who do not currently have a constitution, the primary reason for this 
(40%) was that the family was too small, followed by the founder still being 
active and the prime or sole decision-maker. With the founder still in charge of 
the family ‘brand’, there appeared to be little danger of its values being lost.

Are the family’s current governance structures fit for purpose?

Why not use a constitution?

“We have a partnership agreement 
but it’s rather more a legal 
arrangement than what I imagine 
a family constitution might be. No 
vision, mission, values etc.”

A large percentage of families have 
constitutions that don’t become 
living documents and are not 
embedded in how a family behaves 
and holds itself accountable.”

38%

56%

Yes No Don’t know

Entirely fit for purpose

Broadly fit for purpose

Neither fit nor unfit for purpose

Broadly unfit for purpose

Entirely unfit for purpose

Don’t know

13%

56%

16%

9%

1%

6%

Never thought about it

Never felt we needed one as family is too small

Never felt we needed one as wealth is not that significant

The patriarch/founder (which you may be) still calls the shots!

We tried and it never really get off the ground

Don’t know

69% of our survey respondents 
thought their current governance 
arrangements were either ‘entirely’ 
or ‘broadly’ fit for purpose. Only one 
thought it ‘entirely’ unfit for purpose 
and four did not know whether it was 
fit for purpose or not.

6%

12%

40%

7%

25%

8%

8%
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While little more than a third of 
our respondents currently have a 
constitution, just over two thirds 
thought their governance was at 
least adequate, the large majority 
appear happy with the status quo, but 
appearances can be deceptive. 

More than half of those without a 
constitution thought they would need to 
implement formal governance structures 
in the next two years. This is an issue 
on most families’ ‘to do’ list. A formal 
constitution and clear governance 
procedures is a well-established way 
to set out and embed the values of a 
business owning family. This is important 
even in the early stages of a business.

Are more formal governance structures/policies likely in the next two years? 

A family constitution can be nothing 
less than the bedrock of family 
governance, but it needs suitable 
content and application to achieve 
this status. The constitution should be 
a guidance document created by the 
family to codify its values and resultant 
procedures and rules. Many would 
include the behaviours expected both 
from family members and employees, 
whether in a family owned operating 
company or single family office. More 
families are now extending these areas 
to their investments (and potentially 
providers) and community engagement. 

If a family constitution is in place, how recently was it created?

Interestingly, most constitutions had been put in place either 
more than ten years ago (41%) or fewer than two years ago (22%).

How families go 
about setting up their 
governance structures 

Yes, for sure

Yes, probably

Probably not

Very unlikely

Don’t know

15%

43%

22%

13%

7%

0-2 years 2+ to  
4 years

4+ to  
6 years

6+ to  
8 years

8+ to  
10 years

More than  
10 years

22%

14%

8%
5%

11%

41%
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5%

Which generation of the family introduced the constitution? 

More than half (55%) of those 
who had constitutions said they 
had been put in place by the first 
or second generation.

If an older (third or beyond) 
generation introduced the 
constitution, the family would 
probably not have been required 
to sign it, but was more likely to 
have a family council. 

Which of the following does it incorporate?* 

For those who had constitutions in 
place, the focus was very much on 
mission, values and governance more 
than procedures for resolving disputes.

“Two professors from Insead and IMD 
came in, that led to structures being 
set up – a shareholder’s agreement, 
but it took about five years to draft.” 

“It was the process of putting the 
document together that was valuable 
rather than the document itself – 
values, vision, what was important 
to us.”

What prompted the family to initiate the process of writing a constitution?* 

More than three quarters of 
respondents (79%) introduced 
their constitutions to ensure 
their governance had some 
rigour; almost a third (32%) 
because of the size of the 
family and the challenges 
of managing it; only 16% 
were prompted to produce 
constitutions because of 
disputes arising.

26%

29%

13%

21%

A mission statement - the purpose of the  
family’s businesses or investments

87%

82%

55%

71%

Its values in going about its business

Dispute resolution procedures

Guidance on other governance procedures  
or structures e.g a family council

5%

The family was getting bigger and  
managing it was becoming more difficult

To introduce some rigour to  
governance generally 

Disputes were arising in the family

We needed a purpose and direction for  
the business/investments

To simplify administration and  
communication within the family

Other

First

Second

Third

Fourth

Fifth

Sixth or beyond

32%

79%

16%

*respondents could select more than one option, so numbers do not add up to 100%.

37%

39%

6%
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How to write a family constitution
There was a strong consensus that any constitution (or equivalent document, the 
range of names included creed, protocol and charter) must not just be copied and 
pasted from another family. It needed to be unique to each family and reflecting 
that, be crafted from scratch. On the whole, professional advisers were seen as 
facilitators, prompting families to ask the right questions. Many participants felt the 
process was more important than the output.

Not everybody was so keen to endorse their constitution, nor did they concede a 
need for such endorsement. A telling comment was: “Father put it in place, but I 
don’t know why.” This came from a small, second generation family. This shows the 
need to use the constitution as a live document and demonstrate how it guides the 
running of the business. In contrast a family owning a landed estate that had been 
in the family for approaching 500 years, had only a shareholder agreement and no 
constitution. 

“I think families do best with 
adapting their behaviours with 
change if they are supported by 
thoughtful [external] advisers 
throughout this journey. They 
[external advisers] have to drive 
this process until the family knows 
how to operate with these new 
mechanisms.” 

Is there a family council?
The large majority of those with constitutions also had councils, which were usually 
seen as a forum for selected family members to sit and which existed in parallel 
with the board of a family business, not above it. As one respondent said, the board 
is there to run the company; the council is to run the family and liaise with the 
board. The connection is one that needs clear guidelines, probably expressed in 
‘Terms of reference’, which should be reviewed periodically.

“It’s all about what the family stands 
for and many families don’t know 
what their values are. A constitution 
helps create a taxonomy around 
values.”

Is there a family council? Are shareholders required  
to sign a constitution? 

The majority of those who had put a 
constitution in place, were required to 
sign it. Some expressed a sense of being 
deterred from having a constitution 
precisely because it would not have 
‘legal standing’. Nevertheless, the 
reason most families asked shareholders 
to sign was to signify commitment 
and assent to the family’s values and 
purpose. Such governance documents 
need to contain in themselves the 
method by which they will be amended, 
the time period over which that happens 
and a policy on voting procedure, 
for example when unanimity may 
be required (which might be in rare, 
specified circumstances). Where the 
family practice signing constitutions, 
that will need to apply to each 
new version.

“We have a six-page constitution that everyone signs up to. It’s a living document 
and we amend it every four years if it needs tinkering with”

77%

77%

23%

62%

38%

Yes

No

Yes

No
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Should the constitution be a flexible document?

Only 5% of our sample thought their constitutions were ‘set in stone’ and therefore difficult to change. Certainly, the most 
ardent proponents of constitutions felt strongly that the ability to be flexible and alter the constitution to reflect changing 
societal patterns was essential. One respondent gave the example that in the previous iteration of their constitution four 
years ago, they had put in place the requirement for pre-nuptial agreements for family members. Four years later and 
having considered it further, they had changed their minds and correspondingly amended the constitution to withdraw 
the requirement.

Not every document was ‘living and breathing’. Another described a constitution put in place by the patriarch, “written with 
little or no consultation among family members” but drafted by a lawyer that meant it “was impossible to read and which ran to 
almost 50 pages”. This was an exercise more to do with power and control rather than providing a framework for governance in 
the years ahead.

“What we’re finding, is that as the 
business changes and the family 
grows up and the environment 
changes, it’s important this remains 
a living, breathing document that 
is relevant. Core vision and values 
haven’t changed.”

Flexible and open to change

Somewhere between flexible and  
set in stone - not easy to change

Set in stone and unlikely to be changed

46%

49%

5%

Private client tax (UK & International) 
We adopt a holistic and pragmatic approach to tax planning, 
making sure that any recommendations we make mirror 
the wishes of our client and their family and take account 
of their personal circumstances and their approach to risk, 
together with those of HMRC and the courts.

Unusually among the larger UK personal tax practices, our 
services are partner led so that you always have a name and 
a face to connect with on any matter.

But our size has also enabled us to develop deep specialisms 
in the different taxes that impact our clients both 
personally and in their business lives. 

Our watchword is collaboration. We make sure that 
we collaborate with the necessary specialist, whether 
an international tax expert; a trust specialist, perhaps 
for clients who are settlors or beneficiaries of trusts; a 
corporate tax, VAT or employment tax practitioner for our 
clients with business interests; a chartered financial planner 
for clients who have need of advice on organising their 
financial affairs; or an investment manager for those clients 
with funds to invest. Our offering is unique in the range of 
services we can offer to our clients. And because we are all 
within the same firm, we liaise regularly with one another.

This is backed up internationally by our membership of the 
Nexia international network of dedicated tax advisers, we 
pride ourselves on being able to advise our clients on both 
the UK and international tax impact on their affairs, and in 
particular to ensure that they do not suffer unexpected tax 
consequences from living or investing across borders. 

We help our clients to comply with their reporting 
obligations, whether their annual tax return, or the ever-
increasing numbers of ad hoc reports that HMRC require 
individuals, companies and trusts to file. Our goal is to take 
the burden out of tax compliance, so that our clients have 
more time to live and work.

Louise Somerset,  
Partner, Private Client Tax Services
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2. Can the right governance bring a sense of 
common purpose?

A very high percentage of those with 
constitutions (89%) felt their families 
were either ‘mostly’ or ‘entirely’ 
positive about them, with the balance 
of respondents being neither positive 
nor negative. This represents a strong 
endorsement for constitutions in general 
and suggests they are a useful first 
step for families where no other formal 
governance structures are in place. 

What has been the reaction of the family to the constitution?

Is a constitution a good first step where no structures are in place? 

How important are regular family meetings? 

As the chart shows, family meetings were viewed as indispensable. Those we 
interviewed in person felt particularly strongly that regular family meetings were 
an imperative, COVID-19 notwithstanding. More than half of those completing our 
survey rated this nine or ten out of ten for importance.

Meetings alone were not enough to provide the glue to keep a family united and 
moving in one direction. Some family members gave examples of where those at 
the centre of the business or investments had bought out those who were no longer 
interested or engaged. For the most part, however, the goal was to maintain a sense 
of the family acting in unison.

“Through that process of engagement with members, you create expectation.  
If you don’t then change or meet that expectation, frustration results.”

“We have a family committee that 
operates in parallel to the business, 
worrying about family issues, while 
the board worries about company 
issues. Our brand is different. Our 
family members don’t necessarily 
have [financial] resources but they 
are part of something bigger.”

Entirely positive

38%

51%

11%

Mostly positive

1 2 3 4 5 6 7 8 9 10 Don’t know

3%

5% 5%

3%

8%

18%

21%

34%

3%
0% 0%

Not  
important

Very  
important

Neither positive nor negative

More than half (55%) of those completing 
our survey rated regular family meetings as 
nine or ten out of ten for importance.
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Where the importance of family meetings was accepted to be high, there was a 
corresponding likelihood for family members to be required to sign the constitution 
and there to be a family council. These families tended to view their governance as 
being largely ‘fit for purpose’, Responses emphasised the necessity for flexibility in 
written governance documents and of it being in such a form that younger family 
members were genuinely keen to become involved in the resultant governance 
activity. This potential ‘buy-in’ was a necessary precursor to developing a positive 
and beneficial sense of themselves as having a family brand, including where a 
literal business brand had been sold. These themes came across as a persuasive 
argument for putting such governance structures in place.

One interviewee explained how they held a family meeting in the US each year. 
As the family grew, so did the need for childcare and one family member created 
a crèche, which in due course led to their own summer camp for the teenagers. 
He described how his 12-year-old son had been sent on a three-day sailing trip on 
a schooner with his peer group, sailing into the harbour where the family meeting 
was being held. That trip had stayed with him into adulthood and bonded him to his 
cousins and thereby the common cause of the business.

“An opportunity to meet is incredibly 
important and to support one 
another.”

A coordinated approach
We listen to what’s important to our clients, and to what 
they want to achieve and then build a team around them 
that fits their needs. This team is headed up by a lead 
partner who takes the time to get to know them well and 
then coordinates the different subject matter experts and 
capabilities within the firm to their best effect.

For example, a family business client recently approached 
us to see if we could bring all their strategic advice and 
compliance needs under one roof. They had been using 3 
different firms; one for simple accounts and tax returns 
for the family entities and 2 others including a ‘Big 4’ for 
strategic advice and more complex compliance, but were 
finding this disjointed and unwieldy. As it was the patriarch 
of the family who approached us, our private client tax 
team engaged with him first to advise him on his personal 
tax strategy (in fact the first piece of advice concerns how 
to structure his many racehorses) and to bring on board the 
simple and complex family tax returns. 

The private client partner now leads the relationship but 
it is already evolving; involving our business tax services 
team to provide strategic advice to his finance director on 
his many business entities, our investment team to manage 
funds released from business exits and our corporate 
finance team to find other exciting businesses for him to 
invest in. 

We really do pride ourselves on being big enough to deliver 
on complex and varied needs, but small enough to care.

Krista Woodman  
Director, Private Client Tax Services
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3. Governance and getting the next  
generation involved? 

We asked one interviewee, ‘How do you 
measure success in a family business?’ 
It was clear that the involvement of the 
next generation was vitally important in 
sustaining the long-term values as the 
basis of an enduring business.

“If you want anything to last you have to fully engage the next generation. To 
kick-start a new process, make sure the next gen is at the table because they are 
the custodians of the future.”

To what extent do family meetings include seperate social activities for 
different generations?

It became clear in the personal interviews, particularly where the families were 
larger, that meetings were not just important from the business side, but also from 
the social side as well. With a number of families spread out across the world, the 
geographical and professional disparity meant the social side was key. This was 
more pronounced in the ongoing quest to engage younger generations.

There was a clear theme in our personal interviews that pursuing focused 
philanthropic goals and bringing people together socially were complementary 
‘companion’ initiatives that were likely to enhance the likelihood of maintaining 
future generations’ involvement.

We found an illuminating correlation where, with family meetings that had a strong 
social element, the family was generally inclined to see the constitution as flexible 
and have a positive reaction to supporting its content. Furthermore, for some 
families this related to building a sense of a family brand, especially for those that 
lacked the starting point of a product or name of a family company.

“We do quizzes and karaoke, all 
these things to make you feel part of 
things. That’s the glue of the family 
values. That allows you to have those 
safe conversations. We were going 
to have this big family meeting in 
Bermuda and when I asked the next 
gen what they wanted, they just 
wanted to get to know each other. 
They didn’t want to do governance, 
tax, numbers etc. And I thought 
‘wow’.” 

Yes absolutely, the social side is key

Yes, but social is secondary to business

No, it’s primarily about the business

No, it’s entirely about the business

Don’t know
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To what extent has the family organisation become a ‘brand’ in its own right? 

Almost 60% of respondents thought their family was to some extent a brand in its 
own right. This points to the family business or financial interests having a real 
social purpose over and above a return on capital. 

Families have come to realise that common cause in the form of good, clear values 
can contribute significantly to holding the family together, but it also helps build 
a brand. To succeed, any brand needs a clear proposition; it must be consistent 
and differentiated from others. Families can articulate a set of their own values 
about how they will do business; with whom they will do business and what sort of 
business they do and don’t want to do. They can include a set of behaviours around 
philanthropy and their desire to contribute to the social good in addition to their 
return on capital.

This idea of brand in family organisations is about building unity and consensus and 
commitment to the future. This led to discussions around how important it was to 
bond families together, especially those that are large and often geographically 
disparate.

“Our mission is to perpetuate a 
thriving family and our values are: 

• Stewardship – honouring past 
and future; responsibility – 
being informed, involved and 
educated;

• Opportunity – promoting 
personal growth

• Integrity – acting with ethics 
and honour

• Unity - being inclusive, 
connected and respectful.”

“We don’t believe in this concept 
of impact investing. Everything 
we invest in should have good 
impacts – social, governance, 
environmental etc.”

“There needs to be transparency and work to ensure everybody knows one 
another. There must be fora for people to meet, socialise and more than just 
discuss what the dividend looks like.”

“To get people engaged you have 
to create a movement or a brand. 
A 27-year-old [in our family] is a 
doctor and not engaged with the 
business. [We ask ourselves] What 
would make us feel the kids are 
engaged and proud of this? So, 
what are we asking them to sign up 
to? It’s the values, which is why I 
call it a brand.”

No, it’s primarily about the business

No, it’s entirely about the business

Completely agree

Broadly agree

Neither agree, nor disagree

Broadly disagree

Completely disagree

13%

26%

10%

5%

46%

The family as a brand 

17



Family Business Survey 2020/21

In conclusion
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In conclusion

These governance documents ‘set the scene’ and should be succinct, normally a 
handful of pages, encapsulating the set of family values. One family member made 
reference to the time-honoured remark that it is “easier to write a long letter than 
a short one”, pondering on the challenge to create a representative document that 
was both concise and fit for purpose. Among our respondents, a family constitution 
was rarely a legally binding document, and whilst some had used lawyers to assist in 
the process of drafting, this was a minority of our sample.

The families purpose flows from its mission and values, and these in combination 
should sustain a consistent ‘direction of travel’ while retaining the interest and 
commitment of family members. This is particularly true for next generations 
(note the plural given rising longevity) so that they are keen and prepared to 
take positions of responsibility when needed and play a part in perpetuating the 
family legacy.

Many of our participants thought family meetings and in particular the social and 
bonding aspects of those events were crucial in embedding these values in the 
business and creating cohesion.

Most constitutions also had a role in directing how the family interfaces with its 
business(es). When businesses get to a point at which management is outsourced to 
external professionals, those people need a degree of ‘free rein’ to do their job and 
may not need family members participating regularly. Getting the balance of family 
involvement right also requires careful thinking and planning.

Finally, a clear warning emerged to beware constitutions that are overly long, 
complex and controlling. After their architect has gone, often the founder of 
a family, they may well be ignored, or as one said: “consigned to a drawer and 
forgotten”. Those that seem to work most effectively are concise and flexible 
and crafted by all the family members to whom they apply. This starting point 
along the unending journey of seeking effective governance brings the strongest 
basis for the whole family to deliberate upon the values they have agreed and 
codified collectively.

The need for formal 
governance grows directly in 
proportion to the size of the 
business (or investments) and 
the number of generations 
it has been in existence. 
Typically, constitutions 
start to become front of 
mind in the second or third 
generation. However, we see 
real value in starting early. 
Good governance procedures, 
including a sound constitution 
can help fix and sustain the 
values of the business owning 
family from the outset.

Corporate finance, finding the right partner
Smith & Williamson’s offering to family businesses, includes 
a leading UK M&A advisory firm, focused on entrepreneurs 
and other family business owners. We support our clients 
throughout their business lifecycle, providing acquisition, 
capital raising and sell-side advice. 

Our team has completed over 200 mid-market transactions 
in the past decade, typically in the valuation range of 
between £10-£100m.

Our services are usually required when there is a ‘change 
event’ envisaged, but equally a client relationship might 
begin with providing a strategic business review. This can 
be particularly instructive when combined with a family 
strategic review.

We maintain relationships with corporates and institutions 
and are part of the global Oaklins family of firms. 

We cover:

Mergers and acquisitions: Strategic evaluations, deal 
structuring, due diligence planning, project management, 
deal completion and post-deal support.

Business sales: Creating an exit plan, pre-sale preparation, 
identifying, approaching and managing buyers, and 
selecting a preferred buyer.

Fundraising: Business plans, financial models, identifying 
potential investors and negotiating the deal.

MBOs and MBIs: Opportunity analysis, structuring the 
transaction, fundraising, deal negotiation and advising the 
new board and investors.

Philip Barker  
Director, Corporate Finance
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About Smith & Williamson

We advise family businesses (both listed and unlisted) on their corporate tax and 
accountancy issues and their individual family members on personal tax, trust, 
pensions and succession planning matters.

Where confidentiality allows and there is a collective wish, we can also give a 
rounded view on these areas for a whole family. In a similar way, our investment 
management business advises individual family members and family groups.

Our financial planning services include corporate pensions, cash flow forecasting, 
estate planning and asset splitting on divorce. Our experts work closely with each 
other, across these specialist disciplines, where required, and always mindfully of 
confidentiality within families and between family members.

Our strategic advice offering includes strategic governance structures and supporting 
documents (e.g. terms of reference, family mission statement, constitution), 
forming family assemblies and/or councils, next generation preparation, setting up 
single family offices and advising on the role of philanthropy.

Our strategic business advice for family businesses includes installing internal share 
markets, advice on share buybacks, creating or reviewing business structures, tax 
efficient cash extraction, considering external capital or exit (whether by listing 
or sale). All of this may be provided from our tax and accounting specialists. 
We believe that one of our key differentiators is being able to integrate these 
complementary services from one firm dedicated to the sector of private capital.

Smith & Williamson specialises 
in financial and professional 
advice for business-owning 
families. Since we were 
founded in 1881, we have 
been dedicated to offering 
a range of complementary 
services to individual private 
clients and families with 
business assets. Uniquely 
in the UK, these combine 
accountancy and tax advice, 
as well as financial planning, 
investment management and 
strategic advice. A wide range 
of international families use 
our services in conjunction 
with their local professionals.



Family Business Survey 2020/21

Acknowledgements and 
research methodology

In total we had 142 respondents from the United Kingdom and internationally. Thank 
you to all participants for sharing in confidence their experiences and insights. Each 
and every conversation brought something new and different to the topic.

The research methodology
We consulted first a smaller sub-sample to test the questions we proposed to 
ask. These 13 interviews were with a cross-section of families. Some were family 
members; some had married in and others were their professionals running a single 
family office or family business.

The size of those families, the number of generations and shareholders varied 
hugely, whether from first generation to tenth; from five shareholders to 500 and 
beyond. Most were UK based but a proportion were international or originated in 
entirely different regions of the world. Some families were still running the original 
family business, some had sold out (sometimes generations ago) and were managing 
their financial capital. Others had bought or founded new businesses, or added to 
their family’s existing portfolio of assets. 

The variety of families was considerable, as were the responses. As with any 
research, the most intriguing findings were those that were unexpected, and we are 
most grateful for our clients and friends for taking their time to participate.

We received a phenomenal 
response to our survey 
conducted in September 
2020, and should like to thank 
everyone of those who kindly 
took part. The Institute of 
Family Business in the UK and 
the Family Business Network 
in Ireland were most helpful 
in encouraging their members 
to complete this survey.
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Family assembly or forum
A gathering in which any family member can 
participate. Its terms of reference must set out 
who is to be considered a member of the family — 
something that is particularly important in this era 
of blended families, civil partnerships and children 
being born outside of marriage. Definitions may 
include descent from a common ancestor, in which 
case spouses may not be included. The assembly 
or forum usually meets once or twice a year and 
is an arena where views can be aired honestly and 
constructively.

Family council
A subset of the family assembly or forum, usually 
with five or six members. The council has an 
executive function, for example interfacing with 
the family business and/or overseeing the single 
family office. Council members may be elected and 
should serve defined terms. One of the members 
acts as chair and ensures that meetings are run 
efficiently. The council has a responsibility to 
represent the views of the entire family and not 
merely its members’ own personal views.

Family constitution
Sometimes also referred to as a family agreement, 
creed or protocol, a family constitution is often 
an expansion of the family mission statement and 
is a succinct document outlining what the family 
stands for and what they hope to achieve. For 
example, is the family nurturing the business for 
future generations, or growing it in order to sell it? 
The document usually runs from half a page to two 
pages and can be written by a professional adviser, 
although it is essential that the content derives 
from within the family.

The constitution explains the values, purpose and 
mission of the family and covers every element 
of its activity. For example, which charities does 
it support and does its philanthropic activity 
contribute to its stated aims? It also defines roles 
and responsibilities, for instance, how many 
terms may the chair of the family council serve, 
and do they have a casting vote? Everyone who 
is expected to sign the constitution (which may 
be a condition of holding shares) must have had 
input into the document. The constitution needs 
revisiting at regular intervals to ensure it is still 
relevant and has the engagement of the next 
generation. It should also of itself contain the 
process for its own revision.

Family mission statement
A brief statement of one or two sentences, 
encapsulating the overarching purpose and vision 
of the family.

Values, purpose and mission
Values: collectively can explain the key ties that 
create family cohesion; its principles, morals, 
culture, aspirational qualities, what characteristics 
are esteemed and what behaviours are seen 
as desirable, valuable or worthy. This leads to 
‘Purpose’:

Purpose: which should explain all long term 
activities, why a family exist and choose to be 
together; the objectives to be reached and what 
resolve is needed to accomplish stated intentions. 
Finally, the ‘Mission’:

Mission: encompasses aims and specific goals which 
are measurable by impact. This looks to the future.

Forms of capital 
Human: character, skills, labour, behaviour

Intellectual: education, knowledge, talent, 
teaching

Social: network, relationships, community 
responsibility, philanthropy 

Spiritual: values, ethics, morals, purpose

Financial: investments, ownership, liquidity, 
material goods

Glossary of terms
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Key contacts

If you would like to discuss 
any aspect of the topics raised 
in this report, whether for 
you, your family, your trusts 
or family business, please 
contact any of the people 
listed below. They will be 
delighted to hear from you 
and will advise who would 
be the most appropriate 
specialist to assist you from 
our offices in the UK, Ireland 
and Jersey.

Rupert Phelps, Partner
Family Wealth Services, Smith & Williamson LLP,  
Smith & Williamson Investment Management LLP
rupert.phelps@smithandwilliamson.com
+44 (0)20 7131 4663

Louise Somerset, Partner
Private Client Tax Services, 
Smith & Williamson LLP
louise.somerset@smithandwilliamson.com

+44 (0)1242 506 030

Philip Quigley, Partner
Transaction Services,  
Smith & Williamson LLP
philip.quigley@smithandwilliamson.com
+44 (0)20 7131 4304

Charles Gowlland, Partner
Investment Management, 
Smith & Williamson Investment Management LLP
charles.gowlland@smithandwilliamson.com
+44 (0)20 7131 4635

Krista Woodman, Director
Private Client Tax Services, 
Smith & Williamson LLP
krista.woodman@smithandwilliamson.com

+44 (0)121 710 5392

Philip Barker, Director
Corporate Finance, 
Smith & Williamson Corporate Finance Limited
philip.barker@smithandwilliamson.com
+44 (0)20 7131 8682

Matt Falla, Managing Director
Investment Management, 
Smith & Williamson International Ltd
matt.falla@smithandwilliamson.com 
+44 (0)1534 716858

Alex Waddington, Associate Director
Investment Management, 
Smith & Williamson Investment Management LLP
alex.waddington@smithandwilliamson.com 
+44 (0)20 7131 4627

Tommy Roy, Associate Director
Private Client Tax Services, 
Smith & Williamson LLP
tommy.roy@smithandwilliamson.com  
+44 (0)20 7131 8644



Smith & Williamson LLP is a member of Nexia International, a worldwide network of independent accounting and consulting firms.

Offices: London, Belfast, Birmingham, Bristol, Dublin (City and Sandyford), Glasgow, Guildford, Jersey, Salisbury  
and Southampton.

Smith & Williamson LLP Regulated by the Institute of Chartered Accountants in England and Wales for a range of investment business 
activities. A member of Nexia International. Smith & Williamson Investment Management LLP Authorised and regulated by the Financial 
Conduct Authority. Nexia Smith & Williamson Audit Limited Registered to carry on audit work and regulated by the Institute of Chartered 
Accountants in England and Wales for a range of investment business activities. A member of Nexia International. Smith & Williamson 
International Limited Regulated by the Jersey Financial Services Commission. Smith & Williamson Corporate Finance Limited Authorised 
and regulated by the Financial Conduct Authority. A member of Oaklins International Inc. A member of the London Stock Exchange. Registered 
in England No. 4533970. FRN: 216729. Smith & Williamson Financial Services Limited Authorised and regulated by the Financial Conduct 
Authority. The Financial Conduct Authority does not regulate all of the products and services referred to in this document, including Tax, 
Assurance and Business Services. 

smithandwilliamson.com

We have taken great care to ensure the accuracy of this information. However, the document is written in general terms 
and you are strongly recommended to seek specific advice before taking any action based on the information it contains. No 
responsibility can be taken for any loss arising from action taken or refrained from on the basis of this publication.  
© Tilney Smith & Williamson Limited 2020. 168120eb

Investment does involve risk. The value of investments can go down as well as up. The investor may not receive back in 
total the original amount invested.


