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OUR LATEST
NUMBERS

It was the first Sunday of August 2016 and, as
set by tradition, the Wates family had gathered
for its annual party in Surrey, England.
Along with his two brothers, the third generation
patriarch of the Wates family, 75-year-old
Andrew Wates, watched members of the fourth
and fifth generations play a game of cricket.

Andrew was pleased with the performance of
Wates – a group of businesses that operated in
the built environment sector. The group was now
led by his nephew James Wates, alongside his
cousins from the fourth generation.
There were other reasons to celebrate, in
addition to the sense of continuity and past
achievement. Wates had emerged much
stronger than many of its competitors from the
2008–13 economic recession.

It had recently made its first large acquisition –
of Shepherds Engineering Services (SES), a familyowned business – and with a healthy balance sheet
it had set out a stretch target of doubling group
turnover in five years, with a balanced, more
diverse set of business streams.
Although the Wates family had accomplished the
task of building a solid business, Andrew was
concerned with the challenges that lay ahead for
the family.
As he watched the fifth generation demonstrate
their winning spirit on the village cricket ground, he
pondered: “Will the fifth generation continue as
responsible owners of a family enterprise that
blends wealth creation with social responsibility?”
and “Will they practise the family motto coined by
my father, Sir Ronald Wallace Wates – ‘Ex Unitate
Vis’ – from unity comes strength?” (See the Wates
family tree – Exhibit 1).

Exhibit 1 - Simplified Family Tree
Edward Wates
(d. 1944)

1st generation

2nd generation

Neil Wates
(d. 1985)

Norman Wates
(d. 1969)

Sir Christopher
Wates (rtd. 2000)
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(d. 1986)

Allan Wates
(d. 1985)
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(rtd. 2000)

Andrew Wates
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Rev John Wates

3rd generation

Michael Wates
(rtd. 2000)
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ANDY WATES

CHARLIE WATES
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Andrew allowed himself to think about the family’s
governance practices on which the future of the
group surely depended. Were they robust enough
to support active shareholder engagement and
ownership of the business – Wates was one of
the larger family-owned businesses left in the
notoriously volatile built environment sector?
He recalled with satisfaction and a touch of pride
how his nephew, James Wates, the current group
Chairman, responded to a question during
breakfast from a young member of the fifth
generation on what responsible ownership meant
to the Wates family?
“To me,” answered James, “responsible
ownership is being actively engaged, being
involved in the decision-making, and most
importantly taking a real pride in ownership. It’s

not sustainable for the family to maintain its
longevity by being a passive owner of the
business. If you are a passive owner then you
have no passion for the business, no feel for the
business and frankly, if somebody makes you an
offer, you’ll take it. In the process you will lose
what your earlier generations passed on to you
with the hope that you will act as an engaged
steward.”

Early beginnings
Wates Group had a proud 120-year history as
an independent family-owned company. Set up by
Edward Wates in 1897 as a furniture business in
south London, the enterprise first ventured into
housing when Edward bought a plot of land and
built two houses with the help of his brothers who
were in the construction business.

Wates' earliest photo
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During the 1920s and 1930s Edward’s sons,
Norman, Ronald and Allan, expanded the
business by pioneering speculative housebuilding
in south London, building about 2,000 units a
year. The construction company was set up in
1936, primarily to deliver construction activities in
support of the housing business.
During the Second World War the company built
aerodromes, army camps, factories and, most
notably, developed a specialty in constructing
pre-cast and reinforced concrete barges and
floating docks. It supplied major parts of the
temporary, portable Mulberry Harbours that were
towed across the English Channel and used
during the Allied invasion of Normandy.
After the war, the firm used the knowledge of precast concrete it gained as a military contractor to
develop high-rise and low-rise industrialised
housing systems, and built over 60,000 houses
and flats using these techniques. Property
development was also added to the core housing,
contracting and plant businesses. Wates set up
its first regional office in Birmingham in 1949 and
gradually added a series of regional offices, to
emerge as a national contractor.
As the demands for new housing started to
slacken, the business again shifted its focus, this
time more towards general contracting and
construction services. It sought new opportunities
in the United States and Canada where recovery
from the war was happening more quickly. The
family’s continued 100 per cent ownership and
their long-term perspective underpinned Wates’
adaptability to significantly change its focus as
the external environment evolved in a cyclical
industry.
For instance, from the 1960s to the 1980s Wates
focused its attention on land development and
housing in the United Kingdom, and, when the
1980s property bubble hit most of its competitors
hard, it reinvented itself as specialist public sector
contractor and in building office blocks for clients.

From the 1970s to the late 1990s, Michael and
Paul Wates, representing the third generation
held senior management positions, while their
brother Andrew Wates pursued entrepreneurial
ventures outside Wates. With Michael and Paul
beginning to think about retiring from executive
responsibilities, in 1997 Andrew Wates joined the
business full-time as Chairman.
The firm grew organically. Recognising the
need for reliable revenue streams to insulate
against cyclicality, and that the business should
be strategic about becoming an outward-looking
firm, the three brothers devoted considerable time
to forming long-term relationships in both the
public and private sectors. In the United Kingdom,
Wates developed a close relationship with
housing associations, local authorities, Church
Commissioners and Grosvenor Estates, and in
the United States with Rouse Foundation.
When Michael and Paul Wates retired from fulltime employment in the business in 2000,
representatives from the fourth generation were
still relatively young and the family decided to
appoint an external CEO.
Wates head-hunted Paul Drechsler, a senior
executive from ICI, who, from his appointment in
2004, worked with the Wates family to define its
preference to retain 100 per cent family
ownership of the business, and mentored the
fourth generation on both strategic and
governance matters.
Drechsler maintained the group’s focus on the
built environment sector, and set ambitious
growth targets. By 2014, when Drechsler left,
revenue and profitability had doubled, and the
board had appointed James Wates, a member of
4th generation as Chairman of Wates Group. The
governance structure defining the family and
executive respoinsiblities was firmly in place. The
family had also appointed Andrew Davies, an
experienced executive from British Aerospace
(BAE) as Drechsler’s successor.
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Exhibit 2
Wates Group Ltd

Central Services

HR
Finance
Commercial
Strategy

Construction

Property Services

Property
Developments

Wates Construction
Ltd

Reactive & Planned
Maintenance

Wates
Developments Ltd

SES Engineering
Services Ltd

Office & Retail Fit
Out Facilicies
Management

Wates Living Space
Homes Ltd

Needspace Ltd

Wates Group businesses
in 2016
Wates Group, the family’s flagship enterprise,
operated several businesses including
construction, housebuilding and land
development, carrying out office refits and
providing property services. In 2015 it employed
over 3,500 people and achieved turnover of £1.3
billion. The group was organised into three
business units – Construction; Property Services;
and Property Development (see Exhibit 2) – and
its key activities are described in the following
sub-sections.

Construction
The construction business focused on the design
and build of buildings in the key government,
public sector, education and commercial sectors.

As much as 80 per cent of its business came
from repeat customers. It operated nationally
through a network of strategically placed local
offices that had gradually developed from a
south-east England base over the previous 50
years, and had delivered some of the UK’s most
notable buildings.

SES Engineering Services (SES)
SES (acquired by Wates in 2015) was recognised
as one of the leading mechanical and electrical
(M&E) businesses in the UK, catering to the
needs of a wide range of customers. SES offered
building services derived from an exceptional
level of technical authority, delivered bespoke,
design-led solutions and optimised construction
team productivity. The design and installation
business was supported by maximising off-site
manufacture in SES’s production facility, SES
PRISM.
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Wates Group, the family’s flagship enterprise,
operated several businesses including
construction, housebuilding and land
development, carrying out office refits and
providing property services. In 2015 it employed
over 3,500 people and achieved turnover of £1.3
billion. The group was organised into three
business units – Construction; Property Services;
and Property Development (see Exhibit 2) – and
its key activities are described in the following
sub-sections.

The construction business focused on the design
and build of buildings in the key government,
public sector, education and commercial sectors.

Living Space Maintenance
Living Space Maintenance provided a broad
range of solutions for local authority and housing
association partners by renewing existing housing
stock through planned and responsive
maintenance programmes. It delivered
maintenance to over 500,000 properties, with
coverage spanning all corners of the United
Kingdom. Responsive and planned maintenance
was an increasingly important part of the Wates
business, accounting for some 20 per cent of its
turnover.
Capabilities to deliver both responsive and
planned maintenance programmes meant that it
could offer customers a total outsourcing solution
for all their maintenance requirements. This
importance increased following the
recent acquisitions of Linbrook Ltd and the
Purchase Group, which have increased

turnover and grown geographical coverage,
supporting recognition of these activities as a
separate business in the group.

Residential Developments
Wates Developments maintained significant
commitment to residential development
throughout southern England. The business held
a large and growing portfolio of residential
development land, and its key focus was on
securing valuable planning consents in
sustainable locations, both town and country. It
also sold land and invested in residential
schemes through long-established joint ventures
with leading UK housebuilders, and there was a
growing business working with local authorities
and housing associations on regeneration and
housing provision for both the rental sector and
open market sales.
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Living Space Homes
This company worked as a strategic development
partner with housing associations and local
authority partners to address the UK’s urgent
need to deliver more homes for affordable rent
and sale. It was regarded as an expert in largescale, mixed-use developments which provided
homes for both public and private sector rent or
sale, and, as a leading public sector
housebuilder, it delivered over 700 new homes
across the United Kingdom in 2014, all equipped
to the highest standards.

Smart Space
This business delivered high-quality fit-out
refurbishment and maintenance solutions
designed to maximise clients’ operating

environments. Smartspace clients included
commercial (offices), retail, airports, developers,
public sector, distribution centres and banks
across a wide range of projects from £5,000 to
£25 million. Capabilities had been enhanced by
the acquisition of the Shepherd Facilities
Management business, which balanced the
property services offering.

Needspace
This business provided “easy in–easy out”,
quality managed workspace to the growing
number of small businesses in Greater London
and south-eastern England. It offered a range of
office, workshop and studio units to small
businesses looking to grow in an entrepreneurial
environment.
6
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Wates Corporate and
Family Governance
Over the past 15 years the Wates family had
made a formal transition from being directly
involved in running Wates’ businesses to being
governing owners. The decision to be a
governing owner (rather than a managing family
at one extreme, or an investing family at the
other) was triggered in early 2000 when one of
the Wates family branches expressed a desire to
divest their shareholding in the business. As a
result, shares previously owned by Norman
Wates’ branch of the family became consolidated
with those held by Ronald Wates’ branch (see
Exhibit 1, page 1).
Paul, Michael and Andrew from the third
generation agreed that Wates Group would
pursue a growth plan and, in its drive to become
a professionalised and professionally run
business, it would appoint an experienced nonfamily CEO. The family appointed Paul Drechsler,
a seasoned veteran, who set out ambitious
growth targets and transformed Wates into a wellmanaged portfolio of businesses in the built
environment sector.
A second point of agreement for Paul, Michael
and Andrew was that the family were to be
actively engaged owners, meaning that the
Wates family had to carve out a new role for
itself. This led to a two-tier board structure,
comprising the Wates Group Board and Wates
Executive Committee.
The group board maintained oversight of the
performance of Wates’ businesses, and was
answerable to the Wates Family Shareholder
Board, which actively participated in major
resource allocation and divestment decisions.
As part of its drive to be active owners, the family
was also open to learning from other family
enterprises that had gone through the transition

from owner-managed to governing-owner
business. Andrew and his brothers were actively
involved in the Institute for Family Business (IFB)
network in the United Kingdom and in the Family
Business Network (FBN) internationally.
Having worked on professionalising the Wates
Group, the family set about codifying its family
governance. Preserving vision and values had
been of foremost importance to the Wates family,
and they set out to ensure that these vision and
values permeated Wates’ businesses practices.
The agreed Wates’ vision was to ensure that the
family enterprise and the communities in which it
operated would be in better shape when the
current generation that managed the business
handed over responsibility to the next.
Wates had enshrined the following five values to
guide the family during the third generation’s
period of stewardship:
• Build for the long term. Family harmony
was fundamental, and identified with Sir Ronald
Wates’ motto, “Ex Unitate Vis” – from unity comes
strength. “People often ask how we have
managed to maintain the family ownership of
Wates for four generations, something very few
businesses manage” James Wates said.
James commented: “Part of the answer lies in the
fact that we take our ownership responsibilities
seriously and we take pride in setting high
standards for ourselves – after all it’s a
competitive world! But we also make sure we
spend time having fun together – something we
witnessed as we were growing up, with drinks
before lunch at Headley and the annual family
party.”
• Together better. Collective support was
highlighted as one of the five key values. An
example of this was when Andrew Wates’ branch
of the family initiated the “Tour de Force”, a bike
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ride to raise funds for the William Wates Memorial
Trust. The wider family supported the inaugural
event, which is now an annual fixture and has
raised over £2 million.

Gambado took children’s indoor play to a new
level and Myriad helped establish renewable
energy as a major contributor to UK heating and
electricity needs.

• Lead by example. Practise as you preach
was admired by the Wates family, and
establishing Wates Giving was noted as a good
example. The Wates family had long believed
that businesses can create wealth and be a force
for good, and Andrew had the vision for a Wates
family “take” on a corporate foundation, where the
patrons are the family owners of the company
and the funds come from company profits – i.e.
it’s personal. Since its inception in 2005, Wates
Giving has made grants of over £8 million to an
array of good causes.

• Bring positive energy. The family aimed to
contribute to the business positively. For
instance, it supported the establishment of the
annual 25-Year Club lunch, which was a
gathering in honour of those who had served the
company for 25 years or more. Some were still
actively employed; many had retired. It was a
celebration of mutual commitment and loyalty
attended by the family and all the senior
executives of the business.

• Be bold. The family supported
entrepreneurial aspirations of family members. A
new venture fund had supported the creation of
two companies – Gambado and Myriad – both
enterprising new business ventures where
individual family members had made a business
case. These two businesses were market leaders
and pioneers in still young markets.

In parallel with establishing governance
standards at Wates Group, the Wates family had
devoted considerable attention to establishing a
set of practices and expectations that sought to
clarify the roles and responsibilities of Wates
family members appointed to the group board,
and their wider responsibilities as shareholders.
In this endeavour, the family focused in particular
on four institutions: the Group Board, the
Governing Owners’ Forum, the Family Office and
the Family Council.

Worthing College, Worthing – in partnership with Barratt Homes
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Group board
For family members, seeing themselves as
governing owners meant taking their stewardship
responsibilities seriously. It also meant paying
close attention to governance structures, starting
with the Wates group board.
This group board comprised the Chairman, Chief
Executive, Chief Financial Officer, Chief Operating
Officer, four Directors and three independent NonExecutive Directors. The four directors
represented three branches of the Wates family
and were nominated by each of their respective
family branches.
All family directors were subject to the same
formal evaluation as was applied to all group
board members, including non-executive directors.
The Chairman was appointed following a
unanimous decision by the family directors. An
external search was carried out before appointing
each of the three independent non-executive
directors on the board.
The group board closely monitored performance of
business units, worked towards understanding the
external context, and played an important role in
future planning.
In January 2014 Wates had recruited Andrew
Davies, a seasoned executive from BAE Systems
– a multinational firm operating in the defence
industry. Davies had been impressed by how the
family had maintained ownership of Wates for four
generations. Soon after joining, he initiated a
strategic review, which included asking the family
to provide him with clarity on what they wanted out
of the business.
After detailed consideration by the shareholders,
they submitted two sheets of A4 paper, on one of
which was set out financial objectives for the next
five years, focusing on the establishment of
sustainable profit, and on the other how they
wanted the company to be run, focusing
on the family’s desire to build for the long term

and to hand on a bigger and better business to
the next generation.
The family was clear that in expanding it would
retain 100 per cent family ownership of the core
company, and that the business should maintain
a prudent threshold level of net debt while
contributing a percentage of net profits to its
philanthropic initiatives.
Having set the aspirational target to double
turnover while addressing the family’s
superordinate goals - i.e. “big-ticket” decisions on
major issues that touch on the company’s
fundamental values and attitude towards risk Davies led the acquisition and integration of the
built environment business of Shepherd Group,
itself a family-owned company.

Executive board: the role of
superordinate goals
The board delegated authority for day-to-day
management of the group’s activities to the
Executive Committee (ExCo), which was chaired
by Andrew Davies and made up of directors
responsible for the strategic business units and
key functions. ExCo met formally once a month
and focused on safety, performance, people and
strategy. Business unit directors submitted annual
five-year rolling strategic plans, annual budgets
and quarterly forecasts for approval by the group
board.

Governing owners' forum (GOF)
GOF met informally once a month and was
attended by family directors. Tim Wates,
chairman of the family council, acted as the
forum’s chairman. Emphasising family cohesion,
GOF aimed to build and represent a broad family
view on key issues, , to assist in the management
of any family or shareholder conflict, to foster
cohesiveness, and to help effectively manage the
interface between the owners and the Wates
Group.
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Family office and family council
In 2008, Duncan Straughen, an experienced
executive was appointed to work closely with
family members to help create a family office to
provide infrastructure and support for the Wates
family. It went on to focus on developing the
superordinate goals, as well as other issues
around sustainability such as a programme to
encourage and support the growth and
development of the next generation of the Wates
family in ways that would build on the values of
the family as handed down through the
generations.
The family office supported and facilitated the
family council, which was formed of all family
shareholders. Since family directors from all three
branches of the Wates family were represented
on the group board, the family council was
regarded as a consultative body and did not have
any voice in decision-making.
The family office arranged two formal meetings of
all family shareholders each year, and
shareholders also received – via the family office
– quarterly written reports from the group board

on company performance and from the family
office concerning its activities.
The family owners of Wates Group felt that the
advantages and opportunities created by being
the owners of a substantial business could be
used to help younger family members explore
and develop their capabilities across a broad
range of possible fields. The third and fourth
generations felt that the next generation
engagement programme should always be
considered in the light of the fundamental desire
that members of the next generation should lead
happy, successful and fulfilled lives in whatever
sphere they might choose.
The family office arranged one-week immersion
events at Wates for senior school age individuals,
designed to introduce participants to a good
cross-section of Wates Group businesses and
give them a feel for the company, the way it
worked, and how it delivered on its aims and
values. Longer summer internships were also
offered, tailored to suit family members and to fit
in with the university summer vacation.
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Looking to the future
As the annual family day drew to a close, Andrew
found it difficult to put out of his mind the
governance issues confronting Wates out of his
mind. As he watched members of the fourth and
fifth generations making their away home he
wondered if Wates family could maintain the
family’s values while meeting shareholders’
demands?
Andrew had prepared the ground for a smooth
transfer from the third to the fourth generation. To
help address this, the family had appointed Paul
Drechsler as non-family CEO. Not only did Paul
help strengthen Wates’ position as a leading
business in the sector, he had also encouraged
the family to reflect on its role in the business. As
Andrew progressed towards retirement, Paul was
also given the responsibility of group chairman,
which provided continuity, and created time and
space for fourth generation owners to advance
their own experience and careers outside Wates.
During this period, a consensus emerged within
the family that the fourth generation should
directly engage in discussions that dealt with how
much risk Wates should take on in when
allocating capital to various activities.

This had subsequently led to the creation of a
single board with all three branches of family
shareholders represented, merging executive and
non-executive talent from the industry and family
around the same board table.
To fulfil the family’s ambition to be world class
governing owners, and to pass a bigger and
better group to the fifth generation, Andrew
wondered about the future role of family in the
business as responsible owners, strongly
commited to making a contribution to the wider
society. At the same time, he pondered what
could be done better to nurture the next
generation’s individual interests.
The family viewed Wates Group as a centre of
gravity around which different family members
have orbits which, from time to time, pull them
closer to or allow them to retreat from specific
elements of the collective responsibility.
To encourage entrepreneurial ambitions, the
family had previously facilitated new commercial
ventures in support of individual family members.
Would this ensure that the next generation is well
prepared to take on the role of governing owners
of Wates Group businesses?
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