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FOREWORDS

Dear Reader,

Sourcing the right type of finance on the right terms is a universal challenge for family businesses today. Fortunately, since 

this is a common challenge, it is also an area of enormous collective knowledge within the family business community. 

To tap into this wisdom and help family businesses to better navigate these challenges, Campden Wealth, in partnership with 

KKR, conducted a study into the funding attitudes and practices of family businesses from Asia-Pacific (APAC), Europe and 

North America. 

The resulting report summarises the experiences and views of family businesses towards a broad variety of traditional and 

non-traditional sources of capital. It focuses on financing methods that they currently use as well as those that they intend to 

employ in the future. It also offers invaluable insight into the potential challenges looming ahead for those who are looking to 

access additional finance and explores the emerging opportunities. 

Looking at the findings, I was particularly struck by how carefully family businesses assess capital providers against the 

factors that go beyond the terms of contract, including the alignment of values and objectives as well as added strategic 

benefits such as skills or expertise. It is clear that looking to the future, they seek long-term partnerships that will support their 

growth. 

Encouragingly, family businesses are now exploring non-traditional financing methods with alternative finance and private 

investments on the rise. With more options available, they can be better prepared for a possible tightening of traditional 

finance in the future. The research shows that families are expecting challenges resulting from stricter bank regulations and 

uncertainty within the economic and capital markets. 

My sincere thanks goes to all those who participated in this important research. The matter of financing is absolutely critical to 

our community and we strongly appreciate your willingness to share your views and experience. 

I trust the findings within this report will shed greater light on the financing opportunities that family businesses are engaging with. 

Yours faithfully, 

Dominic Samuelson
Chief Executive Officer

Campden Wealth

FOREWORDS
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Dear Reader,

Since the financial crisis of 2008, the ways in which companies of all types, including family-owned businesses, finance 

themselves have changed materially. Most dramatic has been the impact on medium-sized businesses who have found access 

to capital increasingly difficult, as a more challenging regulatory environment for traditional lenders (local, regional and global 

banks, in particular) has led them to curtail lending to such companies.

This relatively new, yet unmistakable trend, has created an opportunity for non-traditional providers of capital to play a greater 

role in helping medium-sized businesses finance their operations. Credit-oriented asset managers offer debt solutions to 

companies all along the capital structure, senior or subordinated, for both performing credits and those experiencing some 

level of distress. Private equity firms, who historically opted for control of companies, have become more creative and 

flexible in the equity solutions they offer, including minority ownership to fund growth and structured equity solutions. Niche, 

technology-enabled players have established themselves in the form of peer-to-peer lending companies and crowdfunding 

sites.

In reviewing the survey results, two findings made a particular impression on me. One, I noted the relatively high number 

of participants who did not feel they knew enough about the non-traditional sources of capital available for family-owned 

businesses. Clearly, these capital providers need to do a better job of educating business owners and/or convincing them 

that they can and should play a role in helping such businesses achieve their growth objectives. Two, I was interested to see 

that many family-owned businesses who have engaged non-traditional sources of capital were generally pleased with the 

partnership and appreciated the value these firms brought to the business beyond simply the capital they provided.

While the pricing and terms of any capital solution will always be crucial in determining the appropriate provider, we 

increasingly are seeing companies attracted to the strategic benefits offered by certain firms who can help companies with 

operational initiatives, growth initiatives, capital markets considerations, global macroeconomic implications, public policy/

regulatory affairs, etc.     

I hope that you find the report both interesting and useful, and we welcome any feedback you are willing to provide.

Sincerely,

Jim Burns
Member

Kohlberg Kravis Roberts & Co. L.P.
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EXECUTIVE SUMMARY 

EXECUTIVE SUMMARY

FAMILIES CHOOSE THEIR CAPITAL PARTNERS 

CAREFULLY  

Family businesses think long-term and look for 

trusted providers who can take care of their 

business and preserve the best interests of 

the family. They assess the available sources 

of capital against a broad variety of hard and 

soft requirements, both of which are equally 

important to them. 

Thinking about hard requirements, 88% regard 

the terms of funding to be highly important and 

86% compare their options based on cost. The 

ability to maintain control over the business and 

influence its governance is also important (85%). 

Among soft requirements the most sought 

after are: good understanding of the business 

(74%), added strategic benefit (e.g. skills and 

expertise) (70%) and the alignment of values 

and objectives (68%).

Most family businesses primarily rely on the 
traditional sources of finance, including local and 

regional corporate banks (85%) and retained 

earnings (78%). Six in 10 also obtain finance 

from family members. The way families finance 

their businesses varies across regions due to 

significant differences in the advancement of 

the financial markets. 

FAMILY BUSINESSES ARE WILLING TO 

BORROW, BUT ON GOOD TERMS 

74% indicated that they are open to the idea of 

borrowing. Most (64%) regard debt to be not 

only cheaper, but also a more straightforward 

method of financing, compared with other 

solutions. However, over half (53%) stated that 

the maximum levels of leverage that they would 

be willing to employ should not exceed a 0-2x 

or 2x-3x debt/EBITDA ratio. The usage of debt 

products varies between regions. 

PRESERVATION OF FAMILY OWNERSHIP 

RIGHTS IS CRUCIAL 

Issuing equity is a sensitive matter for family 

businesses as nine in 10 state that preservation 

of family control rights is crucial to them. The 

alignment of values and objectives between 

family business and external equity holder is 

key. 

A third are already willing to issue equity and a 

fifth are still undecided, but do not rule it out. 

68% may be convinced, if there is a strategic 

benefit which can help their business to expand 

beyond its current limits. 

FAMILIES EXPECT RESTRICTED ACCESS TO 

TRADITIONAL FINANCE IN THE FUTURE

63% pointed to tighter regulation of banks as 

the main factor that is likely to pose a challenge 

to businesses trying to obtain finance in the 

future. 60% also consider the current economic 

and capital markets climate to have a negative 

impact on access to finance. Family businesses 

are also bound to face challenges that are 

inherent to their own region.
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NON-TRADITIONAL FINANCING IS ON THE 

RISE IN THE WEST

Non-traditional financing is now on the rise 

in Europe and North America, with increased 

usage of private capital, alternative finance* as 

well as private equity and venture capital firms 

over the past five years.

Private investors (including other families) 

represent a source of capital that is truly 

gaining momentum. Nearly half of European 

family businesses and 41% of those based in 

North America increased their reliance on this 

source. 

Globally, the use of non-traditional finance 

increased for roughly a third of family 

businesses. While some families appreciate the 

flexibility of non-traditional financing methods 

(43%) and believe that they can offer more 

than just capital (40%), others think that they 

can be more expensive (53%) and risky (42%). 

However, more than four in 10 admit that 

they don’t know enough about non-traditional  

finance.

*By alternative finance we mean: new players 
that emerged outside the regulated banks and 
capital markets, including: speciality finance 
companies, crowdfunding, credit-oriented asset 
managers, etc. 
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FAMILIES CHOOSE THEIR CAPITAL PARTNERS 

CAREFULLY 

Choosing the appropriate source of capital can 

be a challenge and it is important to get it right. 

Family businesses approach this task carefully 

and are happy to dedicate great amounts of 

time and effort to a thorough search. They think 

long-term and look for trusted providers who 

can take care of their business and preserve the 

best interests of the family. 

While weighing their options, families typically 

assess the available sources of capital against 

a broad variety of criteria, including what we 

call hard and soft requirements. Both of these 

categories are given equal consideration by 

the families, so it is important that providers 

balance them well. 

Looking for a fair deal, families would naturally 

check the hard facts first. 88% regard the 

terms of funding to be highly important and 

86% compare their options based on cost. The 

ability to maintain control over the business and 

influence its governance is also important for a 

significant majority of family businesses (85%).

Selection
criteria

Once the hard facts are dealt with, families will 

evaluate the suitability of the available sources 

based on the so-called soft requirements, which 

are equally important to them. They will look 

for a provider who can demonstrate a good 

understanding of their business (74%) and can 

help it grow by adding strategic benefits to it, 

such as specialist skills and expertise (70%). 

The alignment of values and objectives is also 

key (68%). Many families highlighted this to 

us, including this seventh-generation family 

business executive from Europe: 

“I would expect them [capital providers] 
to have a long-term approach to our 

company, with a very clear understanding 
of our values and what we are all about. If 
they fall outside that, we will reject them 
as we would any other team member who 

didn’t live by our values.”
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SOFT REQUIREMENTS PARTICULARLY IMPORTANT IN APAC

Although families across the world have very similar priorities when it comes to selecting capital providers, 

those based in APAC place more emphasis on the soft requirements compared with their peers in Europe 

and North America. They particularly value the sources of capital that can add a strategic benefit to their 

firm beyond the terms of contract (85%) and have a good understanding of both their business (85%) as 

well as the values of the family (85%). Word of mouth and personal recommendation go a long way in APAC. 

Unsurprisingly, therefore, providers’ prior relationships with the family will work to their advantage (65%), 

more so than it would in the western regions. 

CAPITAL PROVIDERS

Fig. 1.1. Factors influencing families’ 
choice of capital providers
% of family businesses global 

Fig. 1.2. Factors influencing families’ choice of 
capital providers (very important/important), 
by region 
% of family businesses

Source: The KKR/Campden Wealth 
Financing for Growth survey 2016
Base: Total 

Source: The KKR/Campden Wealth 
Financing for Growth survey 2016
Base: Very important/Important, by region 
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Fig. 1.3 Currently used capital providers
% of family businesses (multiple options permitted) 

*Other currently used capital providers include: insurance companies and private banking services 

BLEND OF TRADITIONAL AND NON-

TRADITIONAL FINANCE BEST SERVES FAMILY 

BUSINESSES 

Family businesses are often thought of as 

somewhat conservative and traditional. This 

doesn’t mean slow or unresponsive, but rather 

careful and risk averse. As the future of the 

family can depend on the longevity of the firm, 

family businesses cannot afford to trust the 

unknown. Therefore, most would primarily 

rely on reliable and tested traditional sources of 

finance. Globally, the majority depend on local 

and regional corporate banks (85%) as well as 

their owned retained earnings (78%). Six in 10 

also obtain finance from family members. 

Currently 
used sources 
of capital

A single source of capital is unlikely to meet 

the needs of a growing and ambitious family 

business. Most would opt for a combination 

of traditional and non-traditional providers. As 

mentioned earlier, among traditional sources 

of capital used by family businesses we would 

distinguish regulated banks, family members 

and retained earnings. Following this logic, all 

other providers will fall into the non-traditional 
category. These include: private investors (incl. 

other families), the so-called alternative finance, 

or in other words, new players that emerged 

outside the regulated banks and capital markets 

(e.g. speciality finance companies, crowdfunding, 

credit-oriented asset managers, etc.) as well as 

private equity and venture capital firms.

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total

*



12 CAPITAL PROVIDERS

WESTERN REGIONS ENJOY MORE CHOICE 

The way families finance their businesses 

is far from homogenous across the regions. 

This is due to significant differences in 

the advancement of the financial markets 

between Europe, North America and APAC. 

While businesses in the West enjoy access 

to a broad variety of providers, the choice of 

families in APAC is rather limited, with few 

options available outside the family and the 

banking system. 

It is interesting to see that European families 

are relatively more willing to engage with 

the non-traditional sources of financing, 

especially private investors including other 

families (57%), alternative providers (35%) 

and private equity firms (30%). 

Playing to the strengths of their own social 

networks, APAC families have learnt to 

leverage their personal relationships and are 

now succeeding through cooperation. Nearly 

a third currently rely on private investors 

including other families for capital. The case 

study included at the end of this section 

briefly tells a story of one family executive 

from Indonesia who helps smaller firms 

to finance their growth projects though 

unconventional methods. 

Fig. 1.4. Currently used capital providers, by 
region
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total by region 

FAMILIES EXPECT MORE UNDERSTANDING AND FLEXIBILITY

As a great deal of research and careful consideration guides families’ 

decisions about finance, it is unsurprising to see that most of them are 

satisfied with their current relationships with capital providers. Yet, 

anecdotally some would like providers, and banks in particular, to ensure 

that they understand their businesses well. Families also expect them 

to be more flexible when it comes to deals and fair in estimating their 

pricing. 

Satisfaction with the 
current sources of capital
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A family business executive from APAC told us 

about some of the difficulties that he faced amid 

staff changes within his partner bank:

“I sometimes feel that the way those 
banks manage their accounts is still a 

bit unstructured. Last year, our account 
manager was replaced with a newly 

appointed person who didn’t know our 
business well and didn’t understand our 

needs. It quickly started to affect our 
investments as he wasn’t able to make 

decisions fast enough. I had to keep 
meeting him on a monthly basis for 

updates on our account and to educate 
him about our business. It was a very 
long process as the entire induction 

had to be done again. You really need 
somebody competent in the bank, whom 
you can trust to look after your account. 
The change of an account manager can 
be really troublesome for a business like 

ours.”
FB executive, APAC

Increasingly tougher bank regulation means that 

families also struggle to reach a compromise 

with their banks while negotiating deals. 

One executive from Europe told us about the 

situation his business faced shortly after the 

beginning of the global financial crisis: 

“After 2008/2009, bank debt started to 
become increasingly shorter in terms of 

its maturity and we began to feel that the 
objectives of the banks were no longer 

aligned with our goals. Our banks refused 
to relax the terms of their deals so we 
started to explore other debt markets. 
Eventually, we took a facility from an 
insurance company, which offered a 

longer maturity solution.

Interestingly, our decision had a 
galvanizing effect on the banks which 
we had relationships with at the time. 
As soon as they found out, they began 

to push out the maturity of their debt for 
longer periods.”

FB executive, Europe

Fig. 1.5. Satisfaction with currently used providers 
% of family businesses

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total
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CASE STUDY

A seventh-generation family business executive from Indonesia tells 

us how he profits by lending to smaller family firms. He highlights the 

limitations of the capital markets in APAC and describes how families 

have learnt to overcome them by leveraging their own personal networks. 

The case shows that such relationships can go far beyond just the 

transaction of capital, giving all parties involved an opportunity to 

exchange knowledge and form long-lasting strategic partnerships.   

TRYING TO ACCESS FINANCE 
As a family business we haven’t actually had any financing difficulties for the 
past 10 years. This is purely because we are a well-established company. It is 
a lot harder for smaller firms in my region, as apart from banks, there aren’t 
many financing options for them. Smaller companies don’t have assets that 
they could use as collateral for their financing. I think banks require them to 
be around for at least three years before they can even apply for their first 
loan. Banks tend to charge very high interest rates too. 

LEVERAGING PERSONAL NETWORKS 
Together with some family friends, we came up with the idea of helping those 
smaller firms and we now lend them money. To clarify, we don’t actively look 
for those companies as we are not a money lender, but we help those that 
come to us through our friends and family. We would typically have a chat 
with them and assess the projects that require financing. If the project seems 
good to us, we are happy to put some money into it and, at the same time, 
earn some profit for our own business. We sign contracts of course, but it is 
not a very regulated market. I would say, it is like peer-to-peer lending, but on 
a larger scale. 

SUCCEEDING THROUGH COOPERATION 
About three years ago, there was a young man who wanted to start his own 
mini market chain. The bank refused to lend money to him, which he needed 
to purchase the products that he was planning to sell; he couldn’t get support 
from the local government either. We found out about him through our family 
friend and offered to help with a loan, which financed his entire expansion. We 
also supported him by sending some of our experienced staff who understood 
finance better than anybody in his own firm. In return, our family got a 10% 
stake in his company, with full access to the profit and loss. I think it took him 
about two years to pay off the loan and to buy us out from the company. This 
person is now one of our strategic partners. 
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“
I would expect them 

[capital providers] to have 
a long-term approach to our 
company, with a very clear 

understanding of our values 
and what we are all about. If
they fall outside that, we will 
reject them as we would any 

other team member who
didn’t live by our values

”

15FAMILY BUSINESS – FINANCING FOR GROWTH
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FAMILY BUSINESSES ARE WILLING TO 

BORROW, BUT ON GOOD TERMS 

Family businesses have a reputation for being 

rather reluctant to borrow. They are thought to 

see debt as a potential threat to the future of 

their businesses and therefore also to family 

members. 

Somewhat contrary to those perceptions, 

a significant majority (74%) of the family 

businesses who took part in our study indicated 

that they are open to the idea of borrowing. 

Most (64%) regard debt to be not only cheaper, 

but also a more straightforward method of 

financing, compared with other solutions. 

Families also tell us that they are willing to learn 

about the types of debt financing with which 

they feel less familiar, including: subordinated 

debt (52%), unsecured bank loans (42%) and 

bonds (40%). This suggests that they intend to 

stay up-to-date on the topic and want to keep a 

close eye on the available options. 

Debt

Even so, it is clear to us that family businesses 

apply a great degree of caution while making 

their debt-related decisions. The views as to 

what may be driving those attitudes vary, with 

some business executives attributing them to 

the culture of the family business space and 

others calling them more of a generational 

phenomenon, which is likely to change in the 

future, as articulated by one family business 

executive from Europe:

“Millennials will inevitably have a 
different attitude towards debt. I grew up 
in an era when interest rates were a lot 

higher than they are now, so it was more 
expensive to borrow. With currently low 

interest rates, the next generation is likely 
to be more open to borrowing.”

FB executive, Europe
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Among the participating family businesses, this cautiousness is reflected 

in their strict selection of lenders as well as the maximum levels of 

borrowing that they regard acceptable. Over half (53%) indicated that the 

maximum levels of leverage that they would be willing to employ should not 

exceed a 0-2x or 2x-3x debt/EBITDA ratio. Anecdotally, businesses of 0-2x 

debit/EBITDA are considered to be underleveraged, whereas a 6x-7x ratio 

is regarded as high. Nevertheless, the optimal advisable level of leverage is 

dependent on multiple factors such as, for instance, the industry or region 

where the business operates and the stability of the cash flow. 

FINANCING METHODS  

Fig 2.1. Attitudes towards debt 
% of family businesses

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total 
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Fig. 2.2. Types of debt financing used
% of family businesses (multiple options permitted)

TYPES OF DEBT USED VARY ACROSS REGIONS 

Looking at the specific types of debt financing globally, secured bank loans (71%) and revolving 

credit (68%) are the most commonly applied solutions. 

However, the use of debt products varies between regions, once again reflecting the significant 

differences in the advancement of capital markets between APAC, Europe and North America. While 

family businesses in North America rely on revolving credit (86%) and secured bank loans (68%) as 

well as unsecured bank loans (64%), those based in APAC are relatively more likely to borrow from 

family members (55%). Yet, secured bank loans are the most commonly used type of debt financing 

in the region (73%). 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total and by 
region 

*Other types of debt financing include: private debt, mortgages, long-term insurance financing, leasing, bridge 
financing, lines of credit 
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PRESERVATION OF FAMILY OWNERSHIP 

RIGHTS IS CRUCIAL

Issuing equity for the purpose of financing 

can be a sensitive matter for families as they 

are naturally protective of their businesses 

and therefore, sometimes less willing to 

compromise their ownership rights. Nearly nine 

in 10 hold a view that preservation of family 

control rights is crucial to them.

Equity

FINANCING METHODS  

Having said that, not all families are completely 

against the idea of equity financing. However, 

they want to negotiate good terms for their 

business, as is the case with any other methods 

of financing. A third are already willing to 

issue equity and a fifth admit that they are still 

undecided, but do not rule it out. 68% may be 

convinced if there is a strategic benefit which 

can help their business to expand beyond its 

current limits (e.g. specialist skills, resources or 

relationships).

Fig. 2.3. Attitudes towards equity financing
% of family businesses

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total
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FAMILIES LOOK FOR LIKE-MINDED EQUITY 

PARTNERS 

The alignment of values and objectives is very 

important in this case (soft requirements – see 

also section one). Family business owners 

require assurance that the external partner’s 

plans as to the future of the business do not 

deviate from those of the family. Lack of 

confidence within this area can discourage 

family businesses from considering equity 

financing, as expressed by one executive from 

Europe: 

“We would never countenance having an 
outside equity holder, simply because we 

don’t believe that they would have the 
same objectives as our family” 

FB executive, Europe 

Private investors and other families who 

understand the needs and dynamics of a 

family-owned firm are a good match for a family 

business. Nearly all (97%) of family businesses 

Fig. 2.4. Types of equity financing used 
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total and by 
region

who admitted to having such partnerships rated 

their experience as highly satisfactory. KPMG’s 

recent study conducted among private investors 

also supports this view, describing this group 

as happy to provide advice to the family 

businesses they invest in; long-term oriented 

and conflict averse. The vast majority of those 

surveyed by KPMG (95%) also rated their 

experience of investing in family business as 

positive in comparison to other investments. 1

Family businesses in North America (54%) and 

Europe (57%) are relatively more likely to obtain 

capital from private investors, compared with 

APAC (27%) as indicated by fig. 1.4 in section one. 

The types of equity financing that are used 

by family businesses are consistent across 

all participating regions. While a significant 

majority (88%) of those who employ equity 

financing use earnings retained from the 

business, 69% also use common equity 

financing.

*Other types of equity financing include: options, convertible bonds, structured equity and private funding 

*
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Non-traditional 
sources of finance 

FINANCING METHODS  

FAMILIES DON’T KNOW ENOUGH ABOUT

NON-TRADITIONAL SOURCES OF FINANCE 

By non-traditional financing we mean capital 

providers that emerged outside the regulated 

banks and capital markets, including: private 

equity and venture capital firms, speciality 

finance companies, crowdfunding, credit-

oriented asset managers, etc. Some of them 

are still a relative novelty and a popular subject 

for discussion. Despite that, however, not many 

family businesses have yet had a chance to use 

them. This could be partly explained by the high 

levels of satisfaction with the already employed 

and well-established traditional sources of 

capital (55%) as well as the fact that non-

traditional alternatives are not equally available 

in every market. Specifically, they are more 

developed and accessible in Europe and North 

America, compared with APAC. 

Fig 2.5. Attitudes towards non-traditional/alternative sources of finance 
% of family businesses

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total
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NON-TRADITIONAL SOURCES ARE DEEMED 

FLEXIBLE 

Nonetheless, four in 10 appreciate the flexibility 

of the non-traditional solutions and believe 

that they can offer more than just capital. One 

family business executive from North America 

told us about his enthusiasm for non-traditional 

financing:

 

“I like the idea of them being able to bring 
knowledge and connections that can help 

our business. I would like this type of 
relationship more than, for instance, debt 
financing with a bank, with no alignment. 

The bank just wants to get paid back, it 
doesn’t really care whether your business 
grows or not, as long as you make your 

loan payments”.  

Those who used non-traditional financing in the 

past, typically relied on government grants (28%), 

speciality finance companies (20%) and PE firms 

(19%), with the first being relatively more popular 

in APAC and the last two in Europe. 

Though, the real source of the problem could 

be the lack of understanding and insufficient 

familiarity with the non-traditional sources of 

finance, as more than four in 10 admit that they 

don’t know enough about them. This knowledge 

gap may breed some negative perceptions. 

Currently, 53% think that non-traditional and 

alternative solutions are more expensive, 42% 

regard them risky and 40% don’t think that they 

are suitable for family businesses. Here is what 

one family business executive from Europe told 

us:  

“I think alternative sources are an 
accident waiting to happen, they are 
totally unregulated! I think they could 

be great for start-up entrepreneurs who 
are willing to take this kind of risk. I find 
it very difficult to understand how they 
would fit with the objectives of a family 

like ours who has been running a business 
for a very long time”

Fig. 2.6. Types of non-traditional/alternative financing used
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total and by 
region
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Changes 
over time

FINANCING METHODS  

TRADITIONAL PROVIDERS CONSISTENTLY 

MAINTAIN STRONG POSITIONS

Over the past five years family businesses have 

enjoyed fairly stable relationships with their 

usual capital providers, including corporate 

banks and family members. Reflecting on how 

their financing has changed over time, half 

indicated that they rely on family members 

to the same degree as they did in the past 

and a fifth reported increased engagement. 

Bank borrowing increased for a slightly larger 

proportion of families. 39% are now using more 

services offered by local and regional banks 

and 33% rely on global institutions to a greater 

degree, compared with five years ago. 

Trust is an essential component of stable 

and long-lasting partnerships like these, but 

building them comes with great effort from both 

parties involved. As we saw earlier, families 

expect their financing partners to be well 

informed about their businesses, philosophy 

and objectives. However, in order for this to 

be possible, they need to ensure transparency 

and regular communication with their capital 

providers. One family business executive from 

Europe told us about the steps that he takes to 

maintain good financing relationships for his 

business: 

“We’ve always had very good 
relationships and we work very hard 

at those relationships. We provide 
them [financing partners] with all the 

information they need and we are entirely 
open about the ups and downs of our 

trading. We give them advanced warnings 
about any positive and negative events 
within our business and spend a lot of 

time discussing our strategy. This is the 
only way they can be fully informed about 

our business”
FB executive, Europe 

SELF-FINANCING INCREASES 

Thinking about what has changed, families 

observed a significant increase in the levels 

of self-financing, with six in 10 now relying 

more on retained earnings than they did five 

years ago. This could be partly explained by 

stricter bank requirements post the financial 

crisis and consequently less flexibility when it 

comes to negotiating deals. In fact, over half of 

participating families pointed to the availability 

of finance as one of the key drivers behind their 

most recent decisions to change their financing 

approach, along with business strategy and 

family dynamics. 

The reliance on self-financing is particularly 

profound in North America where 73% of 

families have noted an increase, compared with 

55% for APAC and 50% for Europe.

NON-TRADITIONAL FINANCING IS ON THE 

RISE IN WESTERN REGIONS  

There is some good news for those families 

who are thinking of looking for support beyond 

traditional capital providers. Non-traditional 

financing is now on the rise, particularly 

in Europe and North America. The use of 

alternative sources of finance, for instance, 

have increased for a third of family businesses 

in those regions. Roughly one-fifth of families 

are now also engaging more with private equity 

and venture capital firms than they did in the 

past. 

Private investors (including other families) 

represent a single source of capital that is 

truly gaining its momentum in the West. Nearly 

half of European family businesses and 41% of 

those based in North America have increased 

their reliance on funds obtained from private 

investors over the past five years. The case 

study below sheds some light on how mutual 

understanding makes those partnerships 

successful.
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Fig. 2.7. Changes in financing over the past 5 years 
% of family businesses, global

Fig. 2.8. Changes in financing over the past 5 years (increase), by region
% of family businesses

Fig. 2.9. Motivations behind changes in financing 
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Increase by 
region 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total
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CASE STUDY

A fifth-generation family office executive from North America, whose task is to invest in middle-

market firms owned by other families, tells us what makes equity financing work. He highlights the 

importance of value alignment and cultural fit between a family business and its external investors. 

He also stresses that common objectives and agreement as to ownership and control are the key to a 

successful long-term partnership. 

ABOUT THE FAMILY 
Our office serves a fifth generation family and acts as a source of long-term private capital for family 
businesses. In other words, we invest in families that are in need of capital for one reason or another. 
They usually come to us through a relationship of some sort or word of mouth.

WHY DO FAMILY BUSINESSES ENGAGE WITH PRIVATE INVESTORS? 
One of the key reasons that family businesses are attracted to a firm like ours is that we understand the 
unique dynamics around family businesses and the cultural aspects of them. 

We’re seen as taking a long-term partnership approach, which is generally more fitting with what the 
family businesses are looking for as they seek to preserve their legacy. Culturally it’s usually a very 
productive dynamic.

We also bring a set of skills and experience from working with companies in a variety of industries and 
apply them to help a company that we invest in. Family businesses usually find it helpful if we can share 
knowledge around organisational structure, management of human resources and compensations or IT. 

WHAT IS IMPORTANT FOR SUCH RELATIONSHIPS TO WORK? 
Going into this as partners, we need to ensure that we have a similar outlook and plan for the business. 
We first have to have that alignment about values. It’s not just about the money, it’s about a legacy of the 
business, it’s about the reputation, it’s about taking care of loyal employees, etc. 

You also have to negotiate issues around control, who can do what and when; agree on control of the 
board and who makes decisions. That’s unique to every deal. 

WHERE TO INVEST? 
We concentrate on North America only. Proximity matters from the perspective of understanding the 
legal system. It also matters in relationships and while conducting due diligence. We work actively with 
our companies to grow them over time, so we are required to spend a lot of time on site with them.
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“
I like the idea of them 

[alternative finance providers] 
being able to bring knowledge 
and connections that can help 
our business. I would like this 

type of relationship more than, 
for instance, debt financing 

with a bank, with no alignment. 
The bank just wants to get paid 

back, it doesn’t really care 
whether your business grows or 
not, as long as you make your 

loan payments

”
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LOOKING TO
THE FUTURE 
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FAMILIES EXPECT RESTRICTED ACCESS TO 

TRADITIONAL FINANCE  

As we have seen earlier, increasingly restricted 

access to the traditional sources of finance is 

already motivating family businesses to re-

consider their current financing approaches. 

There is little expectation that this will improve 

in the near future as 63% of the participating 

families pointed to the tighter regulation of 

banks as the main factor that is likely to pose a 

challenge to businesses trying to obtain finance. 

60% also consider the current economic and 

capital market climate to have a negative impact 

on access to finance. 

However, the obstacles looming ahead are 

not limited to the factors external to a family 

business. Close to six in 10 families also fear 

that their own governance and dynamics 

between members of the family may complicate 

decision-making around financing. The case 

Challenges
ahead

study which closes this section, for instance, 

tells a story of an executive from Europe who 

struggles to manage the finances of his family 

business, having to face conflicts with his 

controlling father. 

SOME CHALLENGES ARE REGION-SPECIFIC 

Naturally, family businesses are also bound 

to face challenges that are inherent to their 

own region. While tighter bank regulations are 

more likely to be of concern to European family 

businesses (77%) and to a lesser degree also 

those based in North America (61%), families 

in APAC struggle with their internal decision-

making dynamics, family governance and 

control (65%) and limited knowledge/expertise 

of alternative sources of funding (65%). This 

is on top of the already limited availability of 

non-traditional financing, which is a result of 

the relatively under-developed nature of the 

financial markets in the region. 
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Fig. 3.1. Future challenges
% of family businesses

Fig. 3.2. Future challenges (strongly agree/agree), 
by region
% of family businesses

Source: The KKR/Campden Wealth 
Financing for Growth survey 2016
Base: Total 

Source: The KKR/Campden Wealth 
Financing for Growth survey 2016
Base: Strongly agree/agree, by region 
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Planning for 
the future

MOST FAMILIES ARE PLANNING GROWTH 

WITHIN THE NEXT 5-10 YEARS  

Ambitious family businesses always look to the 

future and plan for growth. Unsurprisingly, the 

majority of those who participated in our study 

(75%) already know that they will require capital 

to fund their development projects within the 

next five to 10 years. Most are either preparing 

for acquisitions (79%) or plan to expand their 

operations, either domestically or internationally 

(77%). 

As most of these families have been around for 

many generations, they are incredibly resilient, 

having learnt from their past experiences. 

This positions them well for the challenges 

of tomorrow. As we would expect, remaining 

loyal to their long-term partners, the majority 

of family businesses are planning to source 

capital for their future projects from traditional 

providers such as corporate global banks 

(60%) and local or regional institutions (82%). 

However, accounting for the possible obstacles 

discussed earlier, families are also prepared 

to use earnings retained from their business 

operations (75%) and to engage the non-

traditional sources.

Fig. 3.3. Future financing needs
% of family businesses (multiple options permitted) 

Fig. 3.4. Current and future sources of capital 
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total

PRIVATE INVESTORS EXPECTED TO BECOME 

MORE IMPORTANT

There is a strong indication that capital obtained 

from private investors will grow in importance 

among the family businesses going forward. 

Currently in fifth position among the most 

commonly used sources of financing, it is 

expected to become the third most important 

financing method, based on families’ future 

plans. This is ahead of family members and 

corporate global banks. 

According to the Global Family Office Report 

2016, UHNW individuals are expected to 

increase their allocations to private equity going 

forward. Overall, participating family offices 

have already reported a 2.3% increase in private 

equity allocations compared with last year. 

Over half are also planning a further increase 

in co-investing and 40% in their direct venture 

capital/private equity allocations.2 



32 LOOKING TO THE FUTURE

Fig. 3.5. Capital realisation – likelihood 
under different scenarios 
% of family businesses 

Fig. 3.6. Capital realisation process – levels 
of knowledge
% of family businesses 

Fig. 3.7. Capital realisation process – 
preferred learning methods 
% of family businesses (multiple options permitted) 

Source: The KKR/ 
Campden Wealth 
Financing for Growth 
survey 2016
Base: Total

FAMILIES RELUCTANT TO SELL THEIR 

BUSINESSES 

One executive from Europe explained to us that 

running a family business is like taking care of 

something incredibly precious in life. It comes 

with determination to succeed, but also great 

levels of responsibility to safeguard the future 

of the family and ensure sufficient wealth. In 

keeping with this sentiment, most families 

would only consider the sale of their business in 

the event of exceptional performance (63%) or 

if they are presented with an attractive buyout 

offer (52%). They would be less likely to do so 

amid difficulties or in a situation of distress 

(17%).

Capital 
realisation

Most (82%) families feel that they know enough 

about the capital realisation process and are 

confident they would be able to cope with its 

demands. Those who are less sure, would 

like to learn more about it through their own 

research (73%), financial advisors (69%) and 

other families who have already gone through 

this process (67%).
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CASE STUDY

A third generation family business executive from Europe tells us about the conflicts he is forced to 

deal with while making decisions around financing. The case shows that both cultural environment 

as well as power struggles between family members have the potential to seriously hinder decision-

making. In consequence, they can cause a family business to miss out on good opportunities and 

slow down its growth. 

THOUGHTS ON FAMILY BUSINESSES AND FINANCE 
I know many family businesses which are reluctant to borrow money and maybe even afraid to do so. I 
think it’s a cultural thing in many European countries, certainly it is the case in Italy. 

On the other hand, I think some families simply don’t have the right knowledge to be able to understand 
and manage sophisticated financial solutions. In my experience, this is often the case with older 
generations. They may have a really good idea of how to run and maintain businesses, but need to be 
better informed about the financial side of things. 

I personally struggle with this challenge within my own family on a regular basis, but I know I am not 
alone. I hear similar stories from people around me who also inherited family businesses. 

PERSONAL STORY 
I tend to disagree with my parents about finance as well as about other parts of the business. My parents 
didn’t start the family business and didn’t create the wealth that we now have. As a second generation, 
they were never really concerned with growing the business any further, this is why my father knows 
very little about finance.

Despite that, he tries to influence every decision, because he wants to stay in control of the business. Even 
though I am a qualified finance professional and have been working within the area for twenty years, 
there are times when there is very little I can do to convince him. As you can see, dealing with him can be 
very complicated and frustrating. We often miss out on great opportunities, simply because he refuses to 
approve my recommendations. 

FUTURE OUTLOOK 
This is why I will do my best to prepare my own kids for the future and make sure that they understand 
all aspects of the business well. I already try to teach them from a very early age, starting with simple 
problems. Later on, I will give them an opportunity to manage some small amounts of money and to think 
about how they could grow the business, build a new product. I will teach them about managing business 
responsibly, because I don’t want them to be passive like my parents were. 
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IMPLICATIONS
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FOR FAMILY BUSINESSES

EXPLORE NON-TRADITIONAL SOURCES OF FINANCE 

Over 60% of families expect tighter bank regulations and the current economic as well as capital markets 
climate to have a negative impact on access to finance in the future. 

With the prospect of traditional financing becoming less accessible, family businesses need to 

explore the available alternatives. Many admit that they are still unaware or less familiar with the 

non-traditional solutions that have emerged outside the regulated banks and capital markets (e.g. 

private equity firms, speciality finance companies, credit-oriented asset managers, etc.). Yet, those 

who used them, appreciate their flexibility and the strategic benefits they offer. As non-traditional 

financing comes in all shapes and sizes, it is important that families have a good understanding of 

their merits and shortcomings. 

COMMUNICATE YOUR “SOFT” CONSIDERATIONS 

Roughly 70% of family businesses look for providers that can demonstrate a good understanding of their 
business and whose values and objectives align with their own. 

While capital providers are aware of the “softer requirements” that family businesses have towards 

them, some may not realise their significance. It is important that family businesses communicate 

their expectations clearly. Trust and understanding are built over time and can only be achieved with 

a great effort from both parties involved. 

EDUCATE THE NEXT GENERATION ABOUT FINANCING 

Close to six in 10 family businesses fear that their own governance and family dynamics may complicate 
decision-making around financing.

The choice of financing method is a collective decision for many families. Yet, due to educational and 

generational differences reaching consensus on this matter can be a challenge. Family businesses 

need to ensure that members of the next generation not only have a good understanding of the 

business and its financing needs, but are also sufficiently financially literate to be able to make 

decisions quickly and with confidence. 

LEVERAGE YOUR NETWORK 

Nearly half of European family businesses and 41% of those based in North America have increased their 
reliance on funds obtained from private investors (incl. other families) over the past five years.
 

The increased interest of private individuals in investing into family businesses creates an 

opportunity for those looking for capital beyond the traditional sources of finance. Families that are 

already involved in these types of partnerships point to mutual understanding, common values and 

long-term objectives as the key success factors.
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FOR CAPITAL PROVIDERS 

OFFER STRATEGIC BENEFIT 

70% of family businesses look for capital providers that can help them grow by adding strategic benefit.

Family business executives typically look for sources of finance that can offer benefits beyond the 

capital. Focused on the future, they seek partners who can help them grow their businesses over the 

long-term and safeguard the family wealth. Capital providers need to demonstrate their commitment 

to growth by being prepared to contribute their expertise, skills and access to the valuable contacts 

within their network. 

EDUCATE FAMILY BUSINESSES ABOUT NON-TRADITIONAL FINANCE 

Four in 10 family businesses say that they don’t know enough about non-traditional finance. 

The lack of knowledge about non-traditional finance creates an opportunity for capital providers to 

educate them about the merits of these options and help them select the most suitable methods. 

While those who are familiar with non-traditional finance value their flexibility and added strategic 

benefits, some still regard them to be somewhat more risky, expensive or not suitable for the family 

business model. 

UNDERSTAND THE FAMILY BUSINESS AND ITS VALUES 

68% of family businesses look for partners whose values are aligned with their own. 

As families think long-term, they typically look for like-minded partners who can embrace their 

values and are ready to work towards the same objectives. This explains why increasing numbers of 

family businesses are sourcing funding from other families.  What other capital providers can learn 

from this trend is that softer (pp. 9) requirements are as important to family businesses as the hard 

in terms of financing. They need to demonstrate that they can balance both of these in what they 

offer. 

BE FLEXIBLE AND TRANSPARENT 

Most family businesses are satisfied with their current capital providers, yet some expect better 
understanding, flexibility and transparency. 

Some family businesses experienced difficulties resulting from the capital provider’s limited 

knowledge of their business and its circumstances. Managers need to ensure that they keep up to 

date on the events within the family business and that they share this knowledge with their teams. 

This will allow them to ensure continuity of the high-standard of service in the event of a change 

(e.g. the departure of a key account manager). Family businesses also wish their partners were more 

transparent when it comes to the costs of their services and fee structures. 

IMPLICATIONS
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METHODOLOGY

Data analysed in this report derives from a quantitative survey conducted from September to 

December 2016, with analysis and aggregation taking place from January to February 2017. 

The sample of respondents was derived from Campden Wealth’s existing community of ultra-high net 

worth individuals in North America, Europe and APAC. A total of 73 respondents participated in the 

quantitative survey, representing family businesses with average revenues exceeding USD 400m. 

To add context to the quantitative components of the study, five in-depth qualitative interviews were 

conducted with family members as well as family business and family office executives. 

ABOUT THE SAMPLE 

Yes 72% 

No 28% 

Complete (100%) 42%

Majority 43%

Minority with control rights 10%

Minority without control rights 5%

CEO/president is a family member 68%

Family members sit on the board 79%

Other C-level executives are family members 42%

Family members work in mid-management 
roles

26%

No meaningful involvement 4%

<USD 100m 47%

USD 100m-250m 17%

USD 251m-500m 7%

USD 501m-1bn 7%

USD 1.1bn-3bn 9%

USD 3bn-5bn 0%

>USD 5bn 3%

Prefer not to say 10%

Past 12 months (actual) 11.1

Next 12 months (estimated) 10.7

4.1. ARE YOU A FAMILY MEMBER? 

4.2. WHAT IS THE FAMILY STAKE IN THE 

BUSINESS?

4.3. HOW WOULD YOU DESCRIBE FAMILY 

MEMBERS’ INVOLVEMENT IN THE DAY-TO-DAY 

MANAGEMENT OF THE BUSINESS

4.4. PLEASE INDICATE THE RANGE OF 

REVENUE OF YOUR FAMILY BUSINESS IN 2016

4.5. PLEASE INDICATE THE GROWTH RATE OF 

YOUR FAMILY BUSINESS 
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ABOUT

KKR

KKR is a leading global investment firm that 

manages investments across multiple asset 

classes, including private equity, energy, 

infrastructure, real estate, credit and hedge 

funds. KKR aims to generate attractive 

investment returns by following a patient and 

disciplined investment approach, employing 

world-class people, and driving growth and 

value creation at the asset level. KKR invests 

its own capital alongside its partners’ capital 

and brings opportunities to others through its

capital markets business. References to KKR’s 

investments may include the activities of its 

sponsored funds. For additional information 

about KKR & Co. L.P. (NYSE:KKR), please visit 

KKR’s website at www.kkr.com and on Twitter 

@KKR_Co. 

CAMPDEN WEALTH

Campden Wealth is the leading independent 

provider of information, education and 

networking for generational family business 

owners and family offices globally in person, in 

print, via research and online. 

Campden Research supplies market insight on 

key sector issues for its client community and 

their advisers and suppliers. Through in-depth 

studies and comprehensive methodologies, 

Campden Research provides unique and 

proprietary data and analysis based on primary 

sources. 

Campden Wealth also publishes the leading 

international business title, CampdenFB, aimed 

at members of family owned companies, family 

offices and private wealth advisors. Campden 

Wealth further enhanced its international reach 

and community with the acquisition of the 

Institute for Private Investors (IPI), the leading 

membership network of private investors in 

the United States, founded in 1991 and with 

the establishment of Campden Family Connect 

PVT. Ltd, a joint venture with the Patni Family in 

Mumbai, India in 2015. 
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