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In this first installment of a two-
part series, we describe some of the 
demographic trends we are observing 
that lead us to the conclusion that 
business owner demographics will 
drive consolidation over the next 12 to 
18 months. In the second installment, 
we will describe some of the different 
options available to business owners and 
families when faced with the challenges 
posed by business owner demographics.

The Changing Demographics
As we continue to get to know and 
work closely with many of the privately-
owned companies in the industry, we 
consistently see three demographic 
trends that will likely impact transaction 
activity over the next several years. 
None of these trends are specific to the 
industrial gas industry, and we do not 
have mountains of empirical data to 
support our hypothesis, but the anecdotal 
evidence is clear.

Consideration 1 – The generational 
knowledge/experience gap
Many family-owned businesses in the 
industrial gas industry are already in, 
or are currently entering, their third or 
fourth generation of family ownership. 
For many of these families, some or all 
of the following trends have occurred 
during the course of their family’s 
ownership:

• Successor generations are having 
children later in life than the prior 
generation.

• More family members are going to 
college and/or graduate school than in 
prior generations.

• More family members are working 
outside the family business prior to 
joining the family business.

• Successor generations plan (hope?) to 
retire earlier than their predecessors. 
(Note: It is possible that this trend will 
reverse, in part based on desire and in 
part based on need.) 

 The hypothetical chart on the left 
illustrates how these trends can impact 
the level of knowledge and experience 

Over the course of our twenty 
years of involvement in the 
industry, we have written 
numerous articles and given 

many presentations on the subject of 
mergers and acquisitions (M&A) in the 
industrial gas industry. While the thought 
of continued industry consolidation is 
not a pleasant subject for many, it is a 
trend that will likely continue and thus 

should not be ignored. When discussing 
the factors that drive consolidation, 
we often cite factors such as changing 
industry dynamics and the relative health 
or weakness of the economy. When we 
look ahead over the next 12 to 18 months, 
however, we think that one factor, more 
than any other, will be the primary driver 
of M&A activity. That factor is business 
owner demographics.

Industry M&A Part 1
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1st Gen 2nd Gen 3rd Gen 4th Gen
Age when 1st child born 20 25 28 31

Age of 1st child when joining business 18 21 24 25

Age of owner when succession starts 65 62 60 58

Next generation when succession starts:

          Age of next generation 45 37 32 27

          Years in family business 27 16 8 2

* These trends are hypothetical

Generational trends*
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that the successor generation has at the 
time the current generation wants to plan 
their exit.

While we have met many talented 
people working within the industrial gas 
industry, it is unusual to come across 
a 27 year-old with only two years of 
experience in a business who is ready to 
take over the helm. While these figures 
are hypothetical, we see evidence that 
these trends have occurred over the last 
40 years and expect they will continue to 
influence ownership transitions for years 
to come.

Consideration 2 – Differing Objectives
Another factor that influences businesses 
entering their third and fourth 
generation of family ownership is the 
often divergent objectives of the multiple 
generations or different branches of the 
family tree. Take the example illustrated 
below of a fourth generation family 
business.

In this hypothetical example you have 
a shareholder group with the following 
characteristics:

• A total of seven shareholders ranging 
in age from 28 to 70.

• Four shareholders who are active as 
employees in the business – three who 
are not.

• The single largest (and second oldest) 
shareholder does not and has never 
worked in the business.

• The combined ownership of the inactive 
shareholders is more than 50%.

While these characteristics do not 
inherently create conflict amongst the 
family members, they will certainly give 
rise to conflicting objectives among the 
shareholders.

Consideration 3 – Aging Owners
Exacerbating (or perhaps further 
illustrating) Considerations 1 and 2 is 
the fact that the average age of business 
owners continues to rise. According to 
the US Small Business Administration, 
the percent of small businesses owned by 
people aged 50 and older increased from 
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Note: The percentages shown represent the percentage of ownership each individual has in the business.

Example of a fourth generation family business

Founder
(Deceased)

Gen 2 – Sib 1
(Age 78)

Gen 3 – Sib 1B
(Age 54)

Gen 4 – Sib 1B1
(Age 30) 8.25%

Gen 2 – Sib 2
(Deceased)

Gen 3 – Sib 2A
(Age 60) 33%

Gen 3 – Sib 3A
(Age 35) 11%

Gen 3 – Sib 3B
(Age 32) 11%

Gen 2 – Sib 3
(Age 70) 11%

Gen 3 – Sib 1A
(Age 55) 16.5%

Gen 4 – Sib 1B2
(Age 28) 8.25%

Active in the business 
as an employee

% of Business Owners Over 50

2007 2008 2009 2010 2011 2012 2013

53.00%

52.00%

51.00%

50.00%

49.00%

48.00%

47.00%

46.00%

45.00%

44.00%

43.00%

46% in 2007 to 51.7% in 2013 (the most 
recent year available). That represents a 
12.4% increase over just six years.

Each of these factors will no doubt 
cause more families to have to face the 
realities of succession planning. For 
many, the path of least resistance is a 
sale of the family business outside of the 
family. While this may be the best option 
for some families, it certainly is not the 
only option that should be considered as 
a means of meeting the family’s collective 
objectives. 

In the second installment of this two-
part series, we will describe other types 
of transactions that should be considered 

that can potentially meet a family’s 
collective objectives, while keeping the 
family business “in the family.” gw
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