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Looming leadership crisis for Australian family businesses
 According to the results of a landmark survey into Australian family business exit and succession planning practices, family businesses in Australia are facing a looming leadership crisis. 
The control of family business is vested in an aging owner population - over 33 per cent of family business owner-manager respondents were in the 50 – 59 years of age bracket and 25 per cent in the 60 – 69 year age bracket. 
Despite sixty-one per cent of owners signaling they will have plenty to do in retirement and sixty-seven believing they have adequate funds on which to retire, there is a worrying lack of exit planning being undertaken by aging family business owners. Only one third of respondent owners felt their business was in shape to be either sold or passed onto a family business successor.
Family business exit planning is being complicated as just under two thirds of family business owners indicate that younger generation family members are not as interested in actively managing the family business as the older generation. 

The MGI Australian Family and Private Business Survey was undertaken by RMIT University supported by MGI, a leading international accounting network specialising in advice to family and privately owned businesses.

The research, the seventh in a series, was undertaken among 5000 Australian companies.

“Although family business owners are signaling that exit planning is required to address the longevity of their businesses, very few of them have strategies in place to deal with a time when they will no longer be in control, said Ms Sue Prestney, Executive Chairman, MGI Australasia and Principal, MGI Melbourne.
“There are a lot of reasons why this may be occurring – the impact of the Global Financial Crisis (GFC), lack of motivated buyers, time needed to undertake succession planning or preparing to sell, or just the postponement of difficult family decisions.
“It is crucial that the threshold issue of whether to exit via a sale or family succession is determined well in advance of the desired exit date. 

“This will enable the business owner to implement the most appropriate exit strategies for the particular exit option. Preparing a business for a successful sale requires a different approach to preparing for a smooth family succession.

“Any decision should be in the best interests of the current owner and the family as a whole. It must also take into account the retirement funding required by the current owner and whether the likely successor will be able to enhance the current value of the business.

“Sometimes the interests of the family as a whole will be best served by realizing the current value of the business through a sale rather than risking that value by passing it to less able or less committed family successors.
“With a substantial proportion of family business owners relying on either continuing in family business ownership or the sale of their business for cash to fund their retirement, undertaking exit planning can help increase the value of their businesses as well as safeguard the long term health of Australia’s family business sector, continued Ms Prestney.
Some further exit planning findings in the report were:

· Only 25 per cent of family business owners considered selecting a leadership successor a critical issue
· Despite the impact of the GFC over 25 per cent of family business respondents have been approached within the previous 12 month period about the sale of their business
· In a similar survey in 2006 a total of 75 per cent of owners were considering selling their operation if approached. In this survey it is down to 61 per cent
MGI is represented by 280 offices in 82 countries and has been operating in Australia and New Zealand for 27 years.
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