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T
he C

outts Prize for Fam
ily Business, w

hich 
ran from

 2005 to 2010, recognised exceptional 
success in England and W

ales. O
ver 300 

businesses entered and ranged in size from
 

turnover of less than £1 m
illion to w

ell in  
excess of £100 m

illion.

T
he fam

ily’s relationship w
ith the business 

varies from
 one entrant to another. Younger and 

sm
aller businesses tend to be both ow

ned and 
m

anaged by fam
ily m

em
bers. In larger and  

older businesses, fam
ilies are m

ore likely to  
have delegated m

anagem
ent to non-fam

ily.

Som
e entrants are first generation businesses; 

others are centuries old. O
ne entrant indicated 

19 generations of continuous fam
ily involvem

ent 
in the business.

Som
e entrants are household nam

es and 
have been keen to play leading roles in their 
com

m
unities. O

thers – including som
e very  

large businesses – are m
ore introverted.

Entrants also dem
onstrate a w

ide range of 
attitudes to business. Som

e are am
bitious for 

grow
th, w

hile others focus on sustainability and 
passing the business on from

 one generation  
to the next.

But to a great extent all entrants face sim
ilar 

challenges. T
his is w

hy w
e believe fam

ily 
businesses can benefit from

 the data w
e  

have collected. 

T
his is the second report that shares this 

learning. W
e’re proud to be at the leading edge 

in fam
ily business thinking and collaboration.

W
e are extrem

ely grateful to those w
ho took part 

in the C
outts Prize. O

ur particular thanks go to 
Jonathan N

eam
e, Andrew

 W
ates, Ivor and G

ilad 
T

iefenbrun and N
icholas O

ughtred for sharing 
their experiences w

ith us.

T
hanks also to Rupert M

erson, Adjunct 
Associate Professor of Strategy and 
Entrepreneurship at L

ondon Business School, 
and Paul Andrew

s, Fam
ily Business U

nited,  
for their help in com

piling this report.

If you’d like to discuss any of the them
es, w

e 
w

ould be delighted to hear from
 you.

Juliette Johnson  | E
xecutive D

irector,  
 

Fam
ily Business Services,  

 
 

Coutts Institute
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any governance structures are not designed with fam
ily businesses in m

ind. A fam
ily business looking 

to secure its future, needs to acknowledge the particular challenges created by fam
ily involvem

ent. The 
data from

 the Coutts Prize for Fam
ily Business highlights the following characteristics and challenges 

of fam
ily business governance.

K
eeping the business in the fam

ily is a key concern 
for m

any fam
ily business ow

ners.   
For the m

ajority of entrants, shares in the business are  
held in the fam

ily. T
his has im

plications around the 
transfer of shares and how

 to rew
ard non-fam

ily m
em

bers. 

In term
s of dividend paym

ents, the m
ajority of entrants 

w
ho discussed their policy said that perform

ance-related 
bonuses are paid before dividends, as long as the com

pany 
can afford them

.

H
aving the appropriate fram

ew
ork is im

portant  
for getting the balance right. 
C

om
plex, m

ulti-shareholder fam
ily businesses  

som
etim

es use a tw
o-tier board structure to help govern 

the shareholders’ relationship w
ith the business. 

A
 responsible board plays a crucial role in driving  

the business forw
ard.   

Entrants’ board size varies from
 just one to 22. Typically, 

larger entrants have boards of six to eight m
em

bers.  
T

he entrants’ boards m
eet m

onthly, w
ith som

e breaking  
in August and D

ecem
ber.

M
anagem

ent succession is as im
portant as 

ow
nership succession.  

Fam
ilies find it difficult to choose betw

een siblings w
hen 

allocating the top job. Shared roles can have significant 
im

pact on the business and the fam
ily if things do not 

progress w
ell.

A significant num
ber of the larger entrants expect the next 

generation to w
ork in the outside w

orld, to gain experience 
and credibility, before joining the fam

ily business.

It’s tough at the top and essential to have the  
right people in place to m

anage the business.   
O

ver 50%
 of larger entrants separate the roles of C

EO
  

and chairm
an. T

he roles are often taken by different 
generations of the fam

ily. T
his m

ay suggest a fam
ily 

business has a different purpose in m
ind to that of  

the regulators.

Successful fam
ily businesses acknow

ledge that  
they do not have to go it alone.   
25%

 of larger entrants have tw
o or m

ore non-executive 
directors on the board, although 62%

 did not have any.

B
ringing it all together is fundam

ental.  
About 30%

 of the larger entrants said they have a 
constitution or equivalent, or have plans to draft  
one soon.
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This report considers the governance structures and practices of 
entrants to the Coutts Prize for Fam

ily Businesses.
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G
overnance provides a fram

ew
ork of 

rules and practices by w
hich a board  

of directors ensures accountability, 
fairness and transparency in the firm

’s 
relationship w

ith its stakeholders.

Regulators, including the Financial 
Services Authority (FSA) and the 
Financial Reporting C

ouncil (FR
C

), 
have been m

aking recom
m

endations 
and drafting codes about corporate 
governance in listed com

panies for 
decades. Fam

ily businesses have  
been taking governance seriously  
for centuries. G

overnance in the 
fam

ily business has to take account  
of one additional group of stakeholders 
– the fam

ily – and can therefore  
be com

plex.

In m
any w

ays, fam
ily businesses,  

w
ith their overlapping fam

ily and 
business issues, are like PL

C
s –  

they are balancing the interests of 
m

anagem
ent, business and 

shareholders. But the fact that fam
ily 

businesses have been w
orrying about 

governance for so long suggests that 
they have distinct challenges that 
require further thinking. 

T
he m

ost im
portant of these include:

 
Som

eone from
 the fam

ily or a  
 

 

 
shares, how

 else should they be   
 

incentivised w
hen w

orking in   
 

fam
ily be held accountable for  

 
 

fam
ily have the sam

e access to  
 

 
opportunities in, and inform

ation  

 
m

anage ow
nership and   

 

 
policy that addresses both the  

 
 

interests of the business and the  

 
sufficient input from

 outside the  

Appropriate com
m

unication, planning 
and governance w

ill address all of 
these challenges. T

he stakes are high.  
O

ngoing research suggests that only 
13%

 of fam
ily businesses m

ake it to 
the third generation.
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“w
e tend to deal w

ith m
ost  

 business issues through the  
	board	and,	as	each	of	the	significant	 
 fam

ily groupings has a board  
 representative, it is their job to  
 go back and discuss w

ith their  
 

 group of shareholders” 
 

D
avid M

cL
evy H

ill, Chairm
an, Jarrold &

 Sons
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W
ho should own what type of shares in a fam

ily business, and how should they be transferred? 

Share ow
nership

For the m
ajority of entrants, shares  

in the business are held in the fam
ily.  

Entrants discuss the follow
ing 

im
plications of this:

 
from

 one generation to the next

 
– even if that doesn’t m

ean equally

 
non-fam

ily executives

 
those w

orking in the business

A num
ber of entrants have no form

al 
m

echanism
s to ensure shares are kept 

in the fam
ily, though m

ost said they 
w

anted to address this.

O
lder, m

ulti-generational fam
ily 

businesses tend to have addressed  
the issue m

ore form
ally. Som

e rely on 
pre-em

ption rights in their Articles of 
Association. T

his gives existing fam
ily 

shareholders the ability to keep shares 
in the fam

ily, or in equal proportions 
betw

een branches of the fam
ily.  

O
thers have m

ade form
al provision  

for com
pany share buy-back 

arrangem
ents w

hen fam
ily m

em
bers 

w
ant to sell shares.

R
ew

arding non-fam
ily m

em
bers

Several entrants report that they have 
established different classes of share.  
Shares w

ith voting rights are kept in 
the fam

ily, and non-voting shares are 
offered to other stakeholders. Such 
structures allow

 non-fam
ily executives 

to benefit from
 equity ow

nership.

O
ther businesses let non-fam

ily 
executives ow

n shares in subsidiary 
com

panies, w
hile the fam

ily retains 
control of the holding com

pany.

Som
e entrants choose to allow

 
non-fam

ily m
em

bers to ow
n ordinary 

shares and have entered into  
com

plex trust-based structures  
to facilitate this.

A few
 entrants are listed com

panies, 
and therefore have m

ore flexibility  
in their ability to rew

ard key people 
w

ith equity. T
he flip side of this is 

that they have to w
ork even harder  

at m
aintaining ‘significant influence’  

on behalf of the fam
ily.

D
ividend policy

D
ividend policy is influenced not  

just by a business’s attitude to share 
ow

nership but also by its approach to 
rew

ard and to non-fam
ily m

em
bers.

O
f the entrants w

ho discussed their 
policy on dividends, m

any noted that 
fam

ily and non-fam
ily executives are 

treated in exactly the sam
e w

ay. A few
 

entrants how
ever told us that bonuses 

are only paid after sufficient provision 
has been m

ade for the paym
ent of 

dividends to shareholders (i.e. the 
fam

ily). Far m
ore entrants said that 

perform
ance-related bonuses are  

paid before dividends, as long as the 
com

pany can afford them
.

Source of tension

O
f course, dividend policy can cause 

tension betw
een fam

ily m
em

bers  
as w

ell as betw
een shareholders  

and m
anagem

ent. For exam
ple,  

share-ow
ning fam

ily m
em

bers w
ho 

w
ork in the business m

ay take a very 
different view

 of dividend paym
ents 

to their relatives w
ho ow

n shares  
but don’t w

ork in the business. T
he 

form
er m

ay favour cutting dividends 
to boost investm

ent in the com
pany. 

T
he latter, how

ever, m
ay w

ant to see  
a better return on their investm

ent. 
Indeed, they m

ay suspect their 
cousins of overpaying them

selves at 
the expense of a decent dividend.
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 T
he c

outts perspective
“ A

ll fam
ily businesses need to  

 
 address the issue of responsible  

 
 ow

nership. M
em

bers of the next  
 

 generation need to understand  
 

 w
hat is expected of them

, the  
 role they are undertaking as  

 
 shareholders, and how

 this brings   
 different responsibilities from

 the   
 role of em

ployee or indeed the role  
 of fam

ily m
em

ber. Everyone needs   
 to be clear about w

ho can ow
n  

 
 shares and w

hat that m
eans.  

	A
	clearly	defined	and	docum

ented			
 ow

nership and dividend policy can  
 help avoid m

isunderstandings.”

 M
ark Evans,  

 E
xecutive D

irector, Coutts Institute
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“w
e try and keep  

 w
ork at w

ork and  
 hom

e at hom
e.” 

 
John Tordoff, CE

O, JCT600 Ltd



Jonathan N
eam

e w
as appointed C

E
O

 of 
m

aster brew
ers Shepherd N

eam
e in 2003. 

T
he com

pany’s share structure, how
ever, 

dates back to the w
ishes of his great,  

great grandfather.

H
e designed the structure before the First  

W
orld W

ar w
ith the intention of keeping share 

ow
nership w

ithin the fam
ily – and his philosophy 

w
as later enshrined in the com

pany’s Articles  
of Association.

Jonathan’s forebearer had four sons and six 
daughters. H

e assum
ed his sons w

ould com
e  

into the com
pany, and he m

ade provision for his 
daughters to receive an annual incom

e from
  

the business.

Tragically, tw
o sons died in the w

ar and a third 
had other am

bitions – leaving only one son active 
in the business.

T
his w

as all 90 years ago, and today the business 
has tw

o classes of share. T
he 2p ‘B’ share carries 

– in effect – 50 tim
es the voting rights of the £1 

‘A’ share. T
he ‘B’ shares have restricted transfer 

rights, w
hich keep them

 in control of the 
descendents of the son w

ho survived the w
ar.

T
he ‘A’ shares w

ere originally allocated to all of 
Jonathan’s great great grandfather’s children, 
including the daughters – these w

ere intended 

to be m
uch m

ore easily tradable. In the 1970s, 
they w

ere traded on the over the counter (O
T

C
) 

m
arket. W

hen O
T

C
 w

as closed, Shepherd 
N

eam
e couldn’t list on AIM

 because it had tw
o 

classes of share. M
ore recently, their shares have 

been traded on O
FEX

 and PLU
S.

N
o new

 ‘A’ shares have been issued via these 
m

arkets – but it does m
ean that the com

pany is 
able to use equity to m

otivate em
ployees. It also 

provides opportunities for a sm
all num

ber of 
external investors. M

eanw
hile, a total of 85%

  
of the voting rights stay w

ith the fam
ily.

T
he com

pany’s governance structure follow
s its 

share structure – w
hich m

eans its approach to 
governance is now

 m
ore form

ally docum
ented 

than before, as w
ell as being m

ore transparent 
than it used to be. T

he change w
as triggered in 

part by a fam
ily dispute several years ago – and 

the current governance arrangem
ents go w

ell  
beyond w

hat’s legally necessary.

Shepherd N
eam

e’s Articles of Association say 
the board m

ust include tw
o executive fam

ily 
m

em
bers and tw

o non-executive fam
ily 

m
em

bers. Apart from
 this, all other directors  

are independent of the fam
ily.

For Jonathan, transparency and openness w
ith 

shareholders is key to good governance.
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Form
al channels of com

m
unication for m

anaging fam
ily participation 

are crucial in fam
ily businesses.

M
anagem

ent, board and corporate 
structures, together w

ith clearly 
defined reporting lines, are vital 
com

ponents of effective fam
ily 

business governance. Som
e fam

ily 
businesses, particularly larger ones, 
also create structures to m

anage the 
relationship betw

een the business 
and the fam

ily. T
hese help im

prove 
com

m
unication and ensure that  

the expectations of all stakeholders 
are m

anaged.

C
orporate and  

divisional structures

From
 our entrants, it can be seen  

that established fam
ily businesses 

w
ith an extended range of com

m
ercial 

activities often structure them
selves 

as a num
ber of separate business units 

or divisions. T
hese are usually 

m
anaged by a m

ix of fam
ily cousins 

and non-fam
ily professional m

anagers.

Elaborate governance structures can 
be created to supervise the operations 
of m

ore com
plex businesses. T

hese 
can include a hierarchy of com

panies 
and sub-groups, w

ith operating 
boards, holding com

pany boards and 
supervisory boards.

Fam
ily councils

A fam
ily council represents the 

interests of all generations and 
branches in a business-ow

ning  
fam

ily. It w
orks as a bridge betw

een 
the board of directors and the 
shareholders. It can be a m

eans  
for individual fam

ily m
em

bers to 
influence the business’s vision and 
culture w

ithout having too m
any 

shareholders in the boardroom
.

For sm
aller fam

ilies, the council  
m

ay be m
ade up of all the fam

ily  
shareholders. In com

plex, cousin-
ow

ned businesses, w
ith large  

num
bers of fam

ily shareholders, 
representatives of the various 
branches or generations of the  
fam

ily are often appointed.

As the business expands and the 
fam

ily becom
es m

ore dispersed,  
the fam

ily council w
ill often sw

itch  
its focus to com

m
unication, social, 

education and charity issues. A  
fam

ily council usually has no form
al 

business authority – but it encourages 
the fam

ily to speak w
ith one voice  

to the board and gives the board a 
clear channel to com

m
unicate w

ith  
its shareholders.

Fam
ily assem

blies

Particularly large fam
ily businesses 

m
ay have fam

ily assem
blies as w

ell  
as councils. Assem

blies give 
opportunities for w

ider fam
ily 

representation. O
ne of the entrants 

has tw
o fam

ily events a year w
hich  

are attended by up to 120 fam
ily 

m
em

bers. Another spoke of attaching 
a fam

ily shareholder m
eeting to the 

end of an AG
M

 to encourage w
ider 

fam
ily discussion.

H
ow

ever, m
any of the larger entrants 

talk m
ore about the inform

al w
ays the 

fam
ily m

eets. It is im
portant that not 

too great a reliance is placed on these 
m

echanism
s or there is a risk that 

governance issues w
ill not be properly 

addressed. O
ne entrant notes that  

the fam
ily m

eets ‘7 days a w
eek’ for 

exam
ple through daily visits to the 

pub. H
ow

ever, this fam
ily business 

also reports that the com
pany’s top 

m
anagers m

eet every m
onth w

ith an 
external consultant, suggesting that 
governance is not entirely an inform

al 
m

atter. Taking an inform
al approach 

m
ay also lead to business discussions 

im
pacting on fam

ily tim
e – and 

several entrants suggest this m
ight 

indeed be the case.
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 T
he c

outts perspective
“	A

ll	fam
ily	businesses	are	different	and	their	governance	needs	to	reflect	this.	 

	From
	defining	values	and	vision	to	setting	up	a	fam

ily	council,	the	right	structure			
 depends on m

any factors – including the nature of the business, the degree of  
 

	fam
ily	involvem

ent	and	the	size	of	the	fam
ily.	It’s	im

portant	to	find	the	right		
	

 structure to m
eet both the needs of the fam

ily and the business.”

 C
hloe Elm

s, Associate, Fam
ily Business Services, Coutts Institute

“w
e have a m

eritocracy, not a heritocracy.” 
 

John Ibbett,  Chairm
an, Bedfordia G

roup plc
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T
he W

ates G
roup is one of the U

K
’s largest 

fam
ily-ow

ned construction service and 
developm

ent com
panies. A

ndrew
 W

ates is 
its third generation form

er chairm
an. H

e 
believes form

al governance arrangem
ents 

have played an im
portant role in the 

successful developm
ent of the business.

“O
ur governance arrangem

ents reflect our 
transition from

 being ow
ner m

anagers to being 
governing ow

ners,” he says. For Andrew, good 
governance gives clarity and transparency to 
relationships betw

een the fam
ily itself, and the 

fam
ily and W

ates G
roup.

W
ates Fam

ily H
oldings arrangem

ents are 
com

prehensive – reflecting the age and 
com

plexity of the business. At the heart of the 
com

pany’s governance is its vision and values.

“O
f course, PL

C
s take vision and values seriously 

now
adays too,” says Andrew, “but in fam

ily 
businesses, they are passed from

 generation to 
generation. T

he em
phasis is on sustainability.”

T
he W

ates Fam
ily Enterprise Im

plem
entation 

Plan has several key areas:

 
establishing rights and responsibilities

 
elected fam

ily shareholders, w
ho look after  

 
m

atters that concern both the fam
ily and the  

 
business, including W

ates G
iving

*. M
em

bers  
 

also sit as directors on the group board, w
here  

 
they act as fully independent non-executive  

 
directors, rather than as a group representing  

 
the fam

ily

 
 

non-fam
ily executive m

em
bers and three  

 
non-fam

ily, non-executives. O
rdinarily, the  

 
board is chaired by a m

em
ber of the fam

ily  
 

and the role of C
EO

 is held by a non-fam
ily  

 
director. H

ow
ever, at present the board and  

 
the com

pany are led by a non-fam
ily executive  

 
chairm

an. O
ne of this person’s roles w

ill be  
 

to develop a fam
ily chairm

an

 
adm

inistration and resource 

 
 

shareholders m
eet. It has no executive  

 
authority, but it allow

s future shareholders  
 

to be introduced to the fam
ily philosophy

 
 

the roles of board m
em

bers, including fam
ily  

 
non-executives, and a blueprint of how

 the  
 

fam
ily and the group should w

ork together

T
he com

pany m
akes frequent use of specialist 

fam
ily business advisers, and Andrew

 values 
specialist organisations such as the Institute  
for Fam

ily Business and the Fam
ily Business 

N
etw

ork. H
e says they give insight into  

how
 other fam

ily businesses have faced 
governance challenges.

“T
here are few

 rights and w
rongs,” he says. 

“Each fam
ily has to find the w

ay that’s right  
 for them

.”

*  for m
ore inform

ation on W
ates involvem

ent in local giving,  
 see the C

outts L
ocal G

iving Report 2011
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A board of directors has statutory responsibility for directing the business. It’s where good governance starts.

From
 the inform

ation shared w
ith us 

by entrants it’s clear that there is an 
enorm

ous range of practice w
hen it 

com
es to boards.

B
oard size 

W
hen a business gets m

ore com
plex, 

the skills needed m
ay exceed the 

capabilities of the founding fam
ily. 

It’s inevitable then that m
ore 

non-fam
ily m

em
bers w

ill occupy 
senior m

anagem
ent roles. T

his w
ill 

have im
plications for board structure 

and size.

Am
ongst the entrants to the Prize, 

board size varies from
 just one to 22. 

Typically, larger entrants have boards 
of six to eight m

em
bers.

Frequency of m
eetings

T
he boards of the m

ajority of entrants 
m

eet m
onthly, w

ith som
e breaking  

in August and D
ecem

ber. A very  
sm

all num
ber m

eet m
ore frequently 

– either fortnightly or w
eekly.  

Boards at other com
panies m

eet less 
frequently – such as quarterly, and 
m

ore than one entrant reported 
m

eeting only once every six m
onths. 

Several entrants said its board m
et 

‘rarely’, but that its m
anagem

ent 
team

 m
et w

eekly.

Tw
o-tier structures

C
om

plex, m
ulti-shareholder fam

ily 
businesses som

etim
es use a tw

o-tier 
board structure to help govern the 
shareholders’ relationship w

ith the 
business. H

ere an operating board 
reports to a ‘supervisory’ board.  
T

his approach is com
m

on in big 
businesses across Europe and in  
som

e jurisdictions it is m
andatory.

T
his tw

o-tier structure allow
s 

non-fam
ily m

anagers to run the 
business from

 an operating board in 
the best interests of the shareholders. 
T

hey generally have free rein, w
ith 

the exception of strategic decisions  
or m

atters of particular concern to  
the fam

ily. T
hese m

ay be reserved to  
a m

ain board controlled by the fam
ily.

Separation of the m
ain board from

  
the operating board can be achieved 
in several w

ays. In som
e businesses, 

the m
ain board is the board of the 

holding com
pany – and the ‘operating 

board’ is the board of a subsidiary. 
O

ther com
panies m

ay have both 
boards w

ithin the sam
e com

pany – 
though in the U

K
 only one w

ill have 
the statutory responsibilities.

M
any of the larger entrants w

ork 
successfully w

ith a hierarchy of boards 
and m

anagem
ent com

m
ittees.

 T
he c

outts perspective
“ T

he purpose of the Board of d
irectors is to  

 
	m

anage	the	business	for	the	benefit	of	the		
	

	
 shareholders, rather than dealing w

ith fam
ily  

 
 issues. Board positions should be aw

arded based  
 

 on com
petence and m

erit rather than em
otion,  

 
 to ensure that the people w

ho are appointed  
 are the best for the business and of the highest  

 
 calibre. Em

ploying non-fam
ily m

anagem
ent can  

 
 bring a w

ealth of experience and ideas to the  
 

 business w
hich the fam

ily m
ay not possess.”

 Juliette Johnson,  
 E

xecutive D
irector, Fam

ily Business Services,  
 Coutts Institute
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M
anagem

ent succession is just as im
portant as ownership succession.

C
hanging needs

W
hen the leaders of a fam

ily business 
are looking for successors they w

ill 
consider younger m

em
bers of the 

fam
ily. But succession, even if kept  

in the fam
ily, is an opportunity for 

change. A chip off the old block isn’t 
alw

ays the best solution. Businesses 
are constantly changing.

Running a business that has passed 
the early stages and reached 
sustainability requires a different set 
of skills from

 those dem
anded of the 

founders. A m
ore m

ature business 
m

ay need m
ore discipline, process, 

control and analysis – and perhaps  
less gut feel; it needs m

ore focus on 
bottom

 line than top line, and an 
ability to prioritise skills, capability 
and qualifications over instinct.  
It m

ay need som
eone w

ho can convert 
personal aspirations into corporate 
vision and com

m
ercial plans.

T
herefore, successors, even if from

 
the sam

e fam
ily, w

ill often have very 
different jobs from

 their predecessors;  
and, consequently need to be 
different sorts of individuals.

Facilitating succession

M
any entrants highlighted succession 

as a key area of concern. For fam
ily 

businesses, it is particularly im
portant 

to ensure that developm
ent plans, 

including experience, coaching and 
support m

echanism
s, are in place for 

the next generation. A significant 
num

ber of the larger entrants said 
they expected the next generation  
to w

ork in the outside w
orld before 

they join the fam
ily business to gain 

experience and credibility.  

A robust board structure can help 
m

ake succession seam
less. Som

e 
entrants report using the holding 
com

pany board to involve the senior 
generation in m

aking key decisions, 

 T
he c

outts perspective
“ M

anagem
ent succession is an area that m

any fam
ily businesses  

 struggle w
ith because it can m

ean m
aking a choice betw

een  
 

 fam
ily and non-fam

ily m
em

bers for key roles. Businesses that   
 m

anage succession successfully plan to involve the next  
 

 generation at an  early age.T
hey encourage their involvem

ent   
 and select the next leaders on m

erit – or they’re prepared to   
 source non-fam

ily leaders w
here necessary.”

 Juliette Johnson, E
xecutive D

irector, Fam
ily Business Services,  

 
 Coutts Institute
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The top role has been the focus of m
uch corporate governance thinking in recent years.

C
hairm

en and chief executives

T
he separation of the roles of chief 

executive and chairm
an is a key 

elem
ent of the C

orporate G
overance 

C
ode for U

K
 listed com

panies.  
U

nder this arrangem
ent the chairm

an 
is responsible for leading the board 
w

hilst the chief executive is 
responsible for running the business.  
Although private fam

ily businesses 
are under no form

al obligation to 
separate the roles, m

any entrants  
have thought hard about the 
definition of the m

ost senior roles  
in the businesses.

M
ore than half the larger entrants 

have separated the roles of C
EO

 and 
chairm

an. H
ow

ever, the roles are 
often taken by different generations 
of the fam

ily, w
ith a m

em
ber of the 

first generation as chairm
an and a 

m
em

ber of the second as chief 
executive. T

his suggests that, w
hen 

separating the roles, a fam
ily business 

has a different purpose in m
ind to 

that envisaged by the regulators and 
governance code m

akers.

Som
e entrants report that the father 

w
as in an “executive chairm

an” role,  
suggesting he has kept m

any of the 
responsibilities usually taken by the 
chief executive. Som

e entrants report 
having both an executive chairm

an 
and a chief executive or m

anaging 
director, suggesting significant overlap 
betw

een the roles, or perhaps an 
on-going process of succession from

 
one generation to the next.

O
ther top roles

Som
e entrants differentiate betw

een 
the roles of chief executive and 
m

anaging director even though the 
term

s are usually considered 
synonym

ous. Som
e have even m

ore 
subtle variations, reflecting m

ore 
com

plex fam
ily involvem

ent. O
ne 

entrant is led by tw
o brothers as joint 

chief executives; another has tw
o 

brothers as joint chairm
en, w

ith a 
single non-fam

ily m
anaging director 

reporting to them
.

T
hese structures possibly suggest 

that som
e fam

ilies find it difficult  
to choose betw

een siblings w
hen 

allocating the top job. Shared roles 
could have a significant im

pact on  
the business and the fam

ily if things 
do not progress w

ell.

O
ur review

 of the data show
s a 

flexibility in the use of job titles and 
roles in fam

ily businesses. T
itles 

ultim
ately don’t m

atter. Effective 
governance happens w

hen the right 
people are in the right roles w

ith 
clearly defined decision-m

aking 
responsibilities. W

hat w
orks for one 

fam
ily business w

on’t necessarily  
w

ork for another, and w
hat w

orks this 
year w

on’t necessarily w
ork next year.

 T
he c

outts perspective
“Leading a fam

ily business can be a lonely and  
	difficult	role.	T

he	biggest	challenge	for	leaders		
 is satisfying the com

peting needs of the  
 

 business and the fam
ily. c

lear roles and  
 

 responsibilities are key as are the right  
 

 developm
ent plans to support individuals.”

 C
hloe Elm

s, Associate, Fam
ily Business Services,  

 Coutts Institute

but allow
ing the next generation  

to m
anage the day-to-day business  

at operating board level.

W
hat is clear from

 m
any entrants is 

that successful succession is a process 
rather than an event. It takes tim

e 
and requires objectivity. It’s im

portant 
that fam

ily businesses start early  
and involve others. N

on-executives 
can be particularly helpful in 
succession m

anagem
ent.
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M
aking sure there is objectivity can be a challenge in a fam

ily business.   
W

ell chosen non-executive directors can help achieve this.

O
f the larger entrants, 62%

 did not 
seem

 to have any non-executive 
directors – though  m

any of these 
say they have m

ade alternative 
arrangem

ents. O
ne entrant has three 

‘m
entors’ w

ho attend board m
eetings. 

Several com
panies refer to their use  

of outside ‘advisers’ on the board.   
In total, 25%

 of larger entrants have 
tw

o or m
ore non-executive directors 

on the board.

O
bjectivity and independence

M
any entrants say their  

non- executive directors are useful  
in shaping strategy and providing a 
sounding board for the executives  
and fam

ily m
em

bers.

N
on-executive directors have no 

executive responsibility. T
his gives 

them
 an ability to stand back and 

consider the bigger picture.  
A non-executive director from

  
outside the fam

ily w
ill also have the 

ability to be m
ore objective w

ith regard 
to fam

ily m
atters.

H
ow

ever, the data indicates that  
not all non-executives in fam

ily 
businesses are independent. For 
exam

ple, a non-executive director 
appointed by investors to m

onitor 
their investm

ents or som
eone w

ho  
has been involved in the business  
for a long tim

e is less likely to be truly 
independent.  

D
ata gathered from

 entrants also 
show

s that it’s com
m

on for  
non-executive directors in fam

ily 
businesses to be fam

ily friends and 
long-standing professional advisers.     
And in som

e of the larger businesses 
that entered, fam

ily m
em

bers have 
the non-executive seats on the board, 
leaving executive roles to non-fam

ily.  
N

on-executives w
ho are m

em
bers  

of the fam
ily, or w

ho have had a long 
association w

ith the fam
ily, w

ill 
im

prove decision taking, but they 
cannot alw

ays be relied on for an 
entirely objective view.
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“I have experience in other businesses and com
panies,  

	and	I’m
	qualified	as	a	chartered	accountant.	M

y	role		
 really is to question how

 and w
hy w

e do things. It’s also  
 to m

ake sure there is a clear logic to w
hat w

e do and  
 that the values of the fam

ily are m
aintained.” 

 M
r C

harles Som
m

er,  N
on-E

xecutive D
irector,  W

orld Transport Agency
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G
lasgow

-based L
inn Products have been at 

the cutting edge of audio technology since 
Ivor T

iefenbrun founded it in 1971. B
ut it 

takes m
ore than technology skills to keep 

the business at the forefront of the industry. 
In particular, L

inn Products has learned the 
value of a w

ell-structured board and the 
contribution of non-executive directors.

Ivor’s son, G
ilad T

iefenbrun, joined the business 
on a full tim

e basis in 2003 as H
ead of Research 

and D
evelopm

ent. H
e m

oved to the role of 
D

irector of Engineering in 2005.

Father and son acknow
ledged from

 the outset 
that they w

ere very different personalities, and 
that it w

ould be better if G
ilad never reported 

directly to his father.

H
ow

ever, in 2007 the com
pany w

as facing 
difficulties and Ivor stepped back into the role of 
M

anaging D
irector to lead a turnaround. It w

as a 
stressful tim

e for both father and son – but G
ilad 

now
 sees that it w

as an invaluable experience to 
help him

 prepare for succession.

W
hen they first began to consider the possibility 

of G
ilad taking over from

 his father, they took 
advice w

hich resulted in G
ilad enrolling on 

H
arvard Business School’s O

w
ner/President 

M
anager Program

m
e. 

H
e attended a series of three-w

eek education 
sessions in Boston from

 2006-2008. G
ilad cam

e 
back convinced of the need to separate the 
needs of the fam

ily from
 the needs of the 

business. H
e w

as also aw
are of the im

portant  
role non-executives m

ight play in facilitating 
succession and running the business effectively.

G
ilad becam

e M
anaging D

irector in 2009. H
e  

is now
 a m

em
ber of a board that is chaired by  

his father and has seats for the Finance D
irector  

and three non-executives. T
he non-executives 

w
ere all know

n to L
inn Products as custom

ers  
or other business contacts. 

“T
he non-executive directors and the w

ay w
e 

use our board have form
alised m

y business 
relationship w

ith m
y father – w

hich has helped 
safeguard our personal relationship, as w

ell  
as ensure the business is run effectively,”  
says G

ilad.

In the early days Ivor w
as tem

pted to dictate  
the board agenda. N

ow, how
ever, he is part-tim

e 
and not directly involved w

ith operations.  
T

he board agenda is a product of a calendar of 
activities agreed a year in advance and tied in 
w

ith business planning and m
anagem

ent cycles.

In consultation w
ith G

ilad, executive m
anagers 

– including som
e w

ho don’t have a seat on the 
board – bring item

s of significance to the  
board agenda.

“After our last m
anagem

ent aw
ay day,” says 

G
ilad, “m

em
bers of the m

anagem
ent team

 
presented their findings and recom

m
endations 

to the board.” 

“W
hen w

e first brought our board together there 
w

ere perhaps inevitable questions about the 
non-executive directors, but everyone now

 
appreciates the value they bring. I certainly 
appreciate how

 m
uch they have benefitted the 

relationship betw
een m

e and m
y father.”
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W
hen is a non-executive director 

not a non-executive?

Several entrants say they have  
given their non-executive directors 
im

portant m
anagem

ent roles w
ithin 

the business. T
his suggests that in 

som
e fam

ily businesses the role of 
non-executive is not sufficiently w

ell 
understood. Although it is com

m
on  

for non-executive directors to take  
on occasional projects as consultants, 
these responsibilities m

ean they are 
not a non-executive. T

here is also a 
difference betw

een a part tim
e 

executive and a non-executive. 
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 Jackson and Son L
td w

as founded 
in 1851 and is now

 beginning to involve the 
sixth generation of the fam

ily. T
he com

pany 
takes governance very seriously, and the 
fam

ily’s structures are docum
ented in their 

fam
ily constitution.

T
heir first fam

ily constitution w
as drafted in the 

1990s, and the fam
ily is now

 putting the final 
touches to its fourth iteration. D

oes this m
ean 

“Far from
 it,” says com

pany chairm
an and fam

ily 
m

em
ber N

icholas O
ughtred. 

“T
he business and the fam

ily have evolved and 
the constitution has to evolve too.”

W
illiam

 Jackson’s constitution covers both 
corporate and fam

ily governance m
atters. It 

describes all the elem
ents in the governance 

structure – but it tries to leave som
e room

 for  
the exercise of judgem

ent as it is not possible to 
predict every eventuality. 

In addition to describing structural elem
ents 

and setting out rules about share ow
nership and 

guidance on dividends, the docum
ent sets out 

key business values. W
illiam

 Jackson m
easures 

its values and keeps them
 fresh w

ith the help  
of annual attitude surveys.

At the heart of the governance structure is the 
Fam

ily Steering G
roup (FSG

) – their version of  
a Fam

ily C
ouncil. T

he FSG
 has seven m

em
bers, 

com
prising four from

 the older generation and 
three from

 the next. 

T
he FSG

 elects its ow
n chair. Its role is to m

ake 
recom

m
endations, and it has no decision-m

aking 
authority. T

he com
pany’s G

roup Board, w
hich 

itself com
prises three non-fam

ily executives, 
N

icholas as chairm
an, tw

o independent  
non-executives and tw

o fam
ily non-executives, 

is obliged by the constitution to consult the FSG
 

on pre-defined business m
atters. N

icholas is  
the only m

em
ber of the fam

ily w
ho currently  

has a full-tim
e role in the business. 

T
he FSG

 therefore has a key role linking the 
fam

ily w
ith the business. Also sitting betw

een 
the fam

ily and the business is the C
harity 

C
om

m
ittee w

hich includes both fam
ily and 

business m
em

bers. T
here is also the 

D
evelopm

ent Advisory G
roup (D

AG
)  

w
hich is chaired by one of the independent  

non-executives and includes a hum
an  

resources specialist, the chair of the FSG
  

and N
icholas O

ughtred. 

T
he D

AG
 helps support the personal 

developm
ent of fam

ily m
em

bers w
hether or not 

they are looking forw
ard to a role in the business. 

It reports both to the G
roup Board and to the 

Fam
ily M

eeting, a form
al assem

bly of all fam
ily 

m
em

bers over the age of eighteen, w
hich m

eets 
four tim

es a year to allow
 all fam

ily m
em

bers to 
keep up to date w

ith business m
atters. 

T
he FSG

 also organises fam
ily socials and factory 

visits for all fam
ily m

em
bers, regardless of age. 

“T
hese gatherings are a good w

ay of involving 
generation six,” says N

icholas.

W
hat has the fam

ily learned as their constitution 

constitution w
as a bit too forbidding,” says 

N
icholas. “It contained too m

any “T
hou shalt 

nots”. In the latest version w
e have sought to  

be m
ore positive and encouraging.”

T
he docum

ent is referred to frequently. “T
he 

board has carefully considered the im
plications 

of the constitution so that they understand the 
fam

ily’s intentions,” says N
icholas. “As for m

e, 
the constitution sits in m

y top draw, and I’m
 

often referring to it w
hen there are im

portant 
decisions to take.”
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G
overnance arrangem

ents need docum
enting. The process of creating a fam

ily constitution, when done 
properly, can help safeguard the best interests of the business and the well-being of the fam

ily.

Fam
ily businesses that w

ant to take 
governance seriously w

ill often  
record their governance m

echanism
s 

in a form
al docum

ent. Fam
ily 

businesses w
ill use different nam

es 
for this docum

ent: fam
ily charter, 

statem
ent of intent, and value charter 

have all been used by entrants.  
Perhaps the m

ost com
m

on label is 
‘fam

ily constitution’.

Even though fam
ily constitutions are 

rarely legally enforceable, their 
existence helps to foster clarity and 
reduce the potential for dispute.  
T

here is no standardised form
 for a 

fam
ily constitution, but com

prehensive 
fam

ily constitutions include:

 
 

vision and goals for the business.

 
m

anagem
ent philosophy.

 
clarifying the rights and  

 
 

responsibilities of ow
ners.

 
m

em
bers join and leave the  

 
 

business, and acquire and  
 

 
sell shares.

 
including rew

ard, appraisals and   
 

reporting lines.

 
fam

ily shareholders and the board.

 
m

anagem
ent succession.

 
including the responsibilities of   

 
fam

ily m
em

bers tow
ards each  

 
 

other, how
 com

m
unication is  

 
 

prom
oted, and how

 conflicts and  
 

differences are settled.

About 30%
 of the larger entrants  

said they have a constitution or 
equivalent, or have plans to draft 
them

 soon. M
any other entrants  

have already considered the issues in 
a constitution and are in the process  
of  docum

enting their conclusions. 
Failing to agree and sign off on areas 
that can cause conflict can expose 
fam

ily businesses to risk.

T
he constitution also needs to be 

regularly review
ed and updated as  

the fam
ily and business change; but 

creating a constitution in the first 
place sends a pow

erful m
essage to 

stakeholders about how
 seriously the 

fam
ily is taking its governance; and 

that it is planning for success for m
any 

m
ore generations.
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 T
he c

outts perspective
“ T

he real value in creating a fam
ily constitution is in the process of discussion  

 
 and reaching consensus, rather than the actual docum

ent produced. If they are  
 

 established properly and regularly updated, constitutions can help to safeguard   
 the best interests of the business as w

ell as the fam
ily and they can add real value  

 and direction for decades to com
e.”

 Juliette Johnson, E
xecutive D

irector, Fam
ily Business Services, Coutts Institute



 
 

need to take it forw
ard in line w

ith your   

 

 
next generation to the business and to the   
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A fam
ily business considering introducing or review

ing 
governance in their business can learn from

 other 
com

panies, such as entrants to the C
outts Prize for Fam

ily 
Business. Key m

essages from
 entrants include:

 
businesses w

here there are fam
ily, business and  

 
 

ow
nership interests to m

anage and reconcile. G
ood  

 
governance creates clarity and ensures that expectations  

 
are m

anaged.

 
the fam

ily both need to be considered and planned for.

 
 

or equity-based m
echanism

s to rew
ard non-fam

ily  
 

executives in fam
ily businesses.

 
 

in the fam
ily business, particularly in planning  

 
for succession.

 
of the biggest challenges faced by any fam

ily business.  
 

It helps if succession is recognised as a process and not  
 

an event. Early arrangem
ents need to be in place to  

 
support effective succession and m

itigate the risks.

 
 

careful definition. G
ood governance starts w

ith a w
ell  

 
structured and  balanced board.

 
be m

ore robust and reliable w
hen they have com

e about  
 

as a result of a rigorous process and discussion and w
here  

 
the principles have been agreed and docum

ented.

 
needs careful planning and w

ide consultation.
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H
ere are som

e key questions to ask yourself about governance in your fam
ily business.

E
very fam

ily business is unique but the findings highlight a num
ber of com

m
on them

es that can be 
addressed by effective governance.
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T
he com

petition aim
ed to:

 
business governance and social responsibility from

  
 

fam
ily businesses.

 
benefits of fam

ily businesses, and the challenges  
 

they face.

To be eligible for nom
ination for the C

outts Prize for 
Fam

ily Business, businesses had to:

 
over the com

pany.

 
m

em
bers need not be involved in the m

anagem
ent  

 
of the firm

.

 
 

three years.

T
he 300 entrants w

ere assessed against a set of detailed 
criteria under the follow

ing headings:

c
orporate governance

Fam
ily governance

Business	strategy	and	financial	planning

c
orporate social responsibility and philanthropy

Successful entrants all participated in structured 
interview

s conducted by independent facilitators, as w
ell 

as providing detailed descriptions of the fam
ily and the 

business, and key financial inform
ation.

T
he C

outts Prize for Fam
ily Business did not set out w

ith 
the purpose of collecting data for academ

ic research; 
nonetheless it has succeeded in generating a huge am

ount 
of qualitative and quantitative data about fam

ily 
businesses in the U

K
.

2009/10 N
ational W

inners

Turnover category £25 m
illion+

 
Shepherd N

eam
e L

im
ited

Turnover category £5-25m
illion 

M
 I D

ickson L
im

ited

2008/09 N
ational W

inners

Turnover category £25 m
illion+

 
N

elson and Russell H
oldings L

im
ited

Turnover category £5-25 m
illion 

N
orbar Torque Tools L

im
ited

Turnover category £1-5 m
illion 

Allcooper L
im

ited

2007/08 N
ational W

inners

Turnover category £25 m
illion+

 
C

aretech H
oldings Plc

Turnover category £5-25 m
illion 

Jesse Brough M
etals International L

td

Turnover category £1-5 m
illion 

T
he H

otel and Extrem
e Academ

y L
td  

W
atergate Bay

2006/07 N
ational W

inners

Turnover category £25 m
illion+

 
W

ates G
roup

Turnover category £5-25 m
illion 

BC
M

S C
orporate

Turnover category £1-5 m
illion 

Active Assistance

2005/06 N
ational W

inners

Turnover category £50 m
illion+

 
Pertem

ps L
td

Turnover category £5-50 m
illion 

English L
akes H

otels L
im

ited

Turnover category £1-5 m
illion 

M
 N

ew
itt and Sons L

im
ited
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Judged by a panel of independent experts and chaired by R
oger Pedder, form

er chairm
an of C &

 J Clark Ltd 
(Clarks Shoes), the Coutts Prize for Fam

ily Business looked at what m
akes fam

ily-run businesses successful.



To find out m
ore please contact:

M
ark Evans  

E
xecutive D

irector,  
Fam

ily Business Services,  
Coutts Institute 
m

ark.evans@
coutts.com

Juliette Johnson  
E

xecutive D
irector,  

Fam
ily Business Services,  

Coutts Institute  
juliette.johnson@

coutts.com

C
hloe Elm

s  
Associate,  
Fam

ily Business Services,  
Coutts Institute  
chloe.elm

s@
coutts.com

Tel: +
44 (0)20 3285 8881

C
alls m

ay be recorded.

D
isclaim

er:

T
his report is w

ritten for inform
ation only in general term

s and its application in specific circum
stances w

ill depend on the particular facts. W
e strongly recom

m
end you seek 

your ow
n advice from

 your law
yers, and other advisors. T

he content of this report does not constitute advice w
hatsoever from

 C
outts and C

outts w
ill not be liable for any loss 

arising from
 your reliance on any of the inform

ation contained in it. 
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H
elping you plan for the future

T
he key to a healthy fam

ily business 
is careful planning and open 
com

m
unication. Successful fam

ily 
businesses m

ust have a clearly 
defined vision w

hich the w
hole fam

ily 
buys into, live their values and m

ake 
tim

e to understand their fam
ily’s 

concerns and the needs of individuals.

In addition, success often m
eans 

having a process for m
anaging fam

ily 
as w

ell as business risks. M
ost 

im
portant, is not to see the business 

caught com
pletely off-guard by 

som
ething unexpected like the 

sudden death of a business leader or 
disagreem

ent over w
ho is entitled to 

ow
n shares or can w

ork in the business.

Agreeing how
 issues w

ill be m
anaged 

before they arise can help to ensure 
that the fam

ily focuses on prevention 
and long term

 harm
ony, rather  

than cure. 

O
ur team

 is here to help.

H
elping you tackle the issues  

you face

W
orking w

ith you and your fam
ily,  

w
e can facilitate and provide neutral, 

independent advice to help you plan 
for the future and protect the 
interests of both the fam

ily and the 
business. T

his could include advice  
in areas such as: 

 
 

and values 

 
 

business 

 
 

developm
ent 

 
 

and setting up a fam
ily foundation
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hatever your business, whatever challenges it faces, our fam
ily business team

 will provide you with  
a bespoke selection of services, advice and support.

B
uilding the fam

ily business 
com

m
unity

O
ur fam

ily business team
 regularly 

publish articles and m
aterials on 

m
atters of interest to the fam

ily 
business sector. Please take a look  
at the fam

ily business section on 
w

w
w.coutts.com

 to see the latest 
publications. You can also subscribe  
to be sent our latest fam

ily business 
enew

sletter.

M
eeting other like-m

inded fam
ily 

business ow
ners can also be a great 

source of support and insight.   
W

ith this in m
ind, w

e run forum
s  

to give fam
ily business ow

ners an 
opportunity to learn from

 each other’s 
experiences and hear from

 keynote 
speakers across a range of subjects.
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