
ccording to the Canadian
Association of Family En-
terprise (CAFE), about 80

per cent of businesses worldwide
are family owned and operated,
driving an estimated 70 per cent
of global GDP.

As Canadian baby boom-gen-
eration business owners retire
over the next 20 years, the effect
on Canada’s economy will be
unprecedented. CAFE estimates
that roughly half of Canadian
family businesses will undergo
an ownership or management
transition in the next five to 10
years – and that less than 10 per
cent of those business families
have a properly constructed suc-
cession plan in place.

“We’re talking about the baby
boomer wave exiting the labour
force, which means that the busi-
nesses they manage, control or
own will be in a state of transi-
tion,” explains Allen S. Taylor,
president of Taylor Associates
Limited, national chair of CAFE
Canada and president of CAFE
Central Ontario.

Beyond the impact on
Canada’s economy, this collec-
tive transition will also have
profound effects on owner fami-
lies. Most business owners will
look to the business to fund their
retirement and fulfill their family
and charitable legacy goals.

“Every business owner has a
different idea of what their re-
tirement and legacy should look
like and how they want to get
there,” says Bruce Wannamaker,
vice president and investment
counsellor at RBC Phillips, Hager
& North Investment Counsel.
“There’s no road map – we
have to look at each situation
individually through a detailed
discovery process.”

Business owners know every-
thing about how to run their
business, but when they begin to
think about stepping away, they
quickly realize they don’t have
the expertise needed, says Mr.
Wannamaker.

“It certainly isn’t easy,” he says.
“They need help, guidance and
expertise. And the sooner we can
start, the easier the transition is.”

Mr. Wannamaker and his team
work with families on the finan-
cial planning and investment
aspects of the retirement transi-
tion, and bring in other RBC
Wealth Management Services ex-
perts to help maximize the value
of the business and provide
guidance on estate planning.

“We spend a lot of time with
the client and act almost as a
quarterback,” he says. “Once
we’ve completed one aspect of
the planning, we bring in experts
to help with the next stage – it’s
a continual process, and it’s
our job to help keep our clients
focused on whatever has to hap-
pen next.”

When it is time to think
about preparing a business for
sale, Mr. Wannamaker brings in
James Wong, vice president of
business succession planning

at RBC Wealth Management,
who analyzes businesses to help
maximize sale value and create
the most effective transition.

Starting five years or more
ahead of a planned exit provides
adequate time for a strategic
approach, advises Mr. Wong. “If
you’re in manufacturing and
there is equipment that needs to

be replaced, many business own-
ers will defer the purchase – why
replace a $500,000 piece of equip-
ment if you’re just going to sell?

“But if your exit is three years
away and you buy the equip-
ment today, you’ll leverage its
use and enhance value – poten-
tial buyers won’t see a plant with
tired equipment.”

Similarly, he points out, if busi-
ness owners are very involved in
the business, they will have time
to put key management in place
so that their pending departure
doesn’t devalue the business in
the eyes of buyers.

An essential element of the
process is working with adult
children and other stakeholders

to ensure they feel included in
the planning, all three experts
stress. “Quite often families don’t
talk about what they’re going
to do with the family business
until they’re at the point of sale,”
says Mr. Wong. “Sometimes the
family had visions of their own –
perhaps they wanted to be in the
business and weren’t given the
chance. Or the owner may ex-
pect the children to step up and
take over, and find the children
don’t want the business.”

An effective transition re-
quires balancing the needs of
both the business and the family,
he says. “Sometimes family
needs are overemphasized: the
children are brought into the
business because they need a
job despite not having the right
skills, or critical business plan-
ning may not happen because
of the potential disharmony
that such change presents to the
family.”

A professional team approach
can help families identify and
avoid those common pitfalls,
says Mr. Wannamaker. For one
client family, for example, it be-
came clear that their single most
important goal was harmony
at family events and holidays.
“The wife said, ‘I want everyone
getting along, feeling happy
and excited about whatever it is
we’re there to celebrate.’”

In order to make that happen,
the team met regularly with the
entire family in their home to
help everyone understand the
parents’ intention, he reports.
“We start by keeping the lines of
communication open and help
everyone understand what was
going to be done and how they
were going to be looked after,
fairly and equitably.”
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