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Family Businesses: France, Great Britain and Spain
Family businesses are a particular corporate model. As a matter of fact, it represents the majority of the companies throughout the world, which people do not necessarily know. 

As prospective members of a corporate business context, we think it is important to know what it is about: why are family businesses more likely to be found in some countries than in other ones? Is a family-own business different from a “normal” company?

· Introduction

A family business is a company owned, controlled and operated by members of one or several families. 

« Some of the best known success stories in the world are family businesses: from the Agnelli’s and Fiat to the Bamfords and JCB. Sainsbury’s, Ikea, Benetton and Littlewoods, even Rupert Murdoch Monolith, Newscorp. The list of well-established market leading family firms goes on and on», said David Robertson, C.E.O of a British Financial Services company. 

These companies present some advantages and drawbacks:

Family members can trust and rely on each other, and a family business will often have a very coherent philosophy. As a trend, it is recognized that family businesses offer a better customer service. Somehow, disputes can occur between family members, and the great challenge for these companies is to modernize and to stay opened. That means finding the right balance between family and business objectives, adapting to change, motivating and training the generation to come. 
· Global Overview
One has to be aware that some of the biggest companies in the world are family-owned firms. Wal-Mart, the company that earns the most money, is a family success. 37% of the 500 World biggest companies are family run. There are 12 million family businesses in Europe: 10 000 of them are part of the biggest companies.

Somehow, the majority of family businesses are Small and Medium-Sized firms. 

Kongo Gumi, a Japanese construction company, is the oldest family business. It was founded in 578!

Share of Family Businesses in the European Economic Context

	Pays 
	% of Family Businesses

	Italy
	93 %

	Cyprus 
	80 %

	Finland 
	80 %

	Greece 
	80 %

	Sweden 
	79 %

	Spain 
	75 %

	Holland
	74 %

	Belgium
	70%

	Great Britain
	70 %

	Portugal
	70 %

	Germany
	60 %

	France
	60 %


· France

At a European level, France is at the bottom of the scale with 60 % of companies which are family businesses. Some are big companies (such as Peugeot, Renault, Bouygues, Casino, Carrefour, Michelin) but most are Small and Medium-Sized firms.

Some Cultural reasons…

But in France family businesses have a rather paternalistic and conservative image compared to the USA and Northern countries where people are said to have an entrepreneurship spirit. French people tend to see family businesses as surviving companies in an obsolete, retrograde world but this image should change. 

A lack of entrepreneurship is well known in France. Even if people do have ideas, they can show a lack of motivation considering paperwork, tax complications, and insufficient information. Moreover, France is a Latin country where family is supposed to be important. It somehow appears to be an exception. Finally, France is said to be a country with a high power distance (Hofstede) where hierarchy is more important than individual network.

Positive points

France is the country where family businesses are most listed on the stock exchange: Most of these family companies have a long and successful industrial background: Dassault, Lagardere…

Usually, family businesses have the name of the creator (Louis Renault…) and have to honour the name of the company. They show higher results than other companies (until twice superior) and human values.

Problem: the changeover from one generation to another: France vs. Europe

This problem does exist in Europe, the USA and Canada. 

30% of family businesses reach the second generation and 10-15 % of them reach the third generation.

1/3 of all companies located in the EU 15 will be transferred during the next ten years (86% of them are Small and Medium Sized Companies). Creators are going to retire (many companies were created in the 70’s and these companies shouldn’t close: the richness of Europe is represented by its companies).

France is a special case as the number of creation and closing is equal. Some measure should be implemented to support and facilitate the transfer of business ownership.

There are some juridical and cultural reasons which explain the fact that France has such a low rate among European countries.

First, family businesses are not a juridical concept, it’s an economic concept: the free inherence is submitted to taxes with the highest rate for France (40%), 30% for Germany, 28% for Italy.

In order to underline these cultural differences, a study has been made by TRANSREGIO PROJECT (“Transfer of Business in the European Regions”). The changeover is the most delicate step in a company’s life with a huge potential or consequence on its future: market success, employment level, development perspectives…

This study was co-financed by a European program and was realised in 2005.

Its objectives are to verify the most relevant aspects of company transfers through a questionnaire. Seven European countries exchanged their experience of business transfers to compare the situation and to organize a benchmark of good practices concerning support measures for business transfer. 

We can see cultural differences
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France is the country which less tends to buy or get their company from parents or family owners. 
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Either, we can see national differences in family orientation. These are the consequences of differences in cultural and social tradition and family values of each countries.

Finding the right buyer seems to be very difficult for France or countries were businesses are transferred to people outside the family, but because of a decreasing number of handovers within the family in all countries, the search for suitable successors will generally become more difficult. 

· Great Britain

Surprisingly, keeping business “a family affair” is a British trait. 70% of companies are family-owned, that is to say approximately 3 companies out of 5. The sectors that are most involved are agriculture and the catering industry, and concentrate in Scotland and East Anglia. On the other hand, finance and Northern England show the opposite trend. 

English people have a very concrete idea of what a family model is. Surprisingly, they differ from the overall point of view in some points. They think that the 3 main drawbacks are: 

· Potential for family disputes (which is common)
and…
· Potential for businesses issues to get blown out of proportion.
· Authoritarian leadership. 

They think about 3 precise challenges faced by family businesses 
· Balancing business and family objectives (once again, it is the general trend)

and…
· Understanding the implications of tax on family firms

· Increasing levels of red tape

How is the British way of thinking different?

Without ranking backgrounds and cultures into rigid categories, it is possible that the Protestant background and history of Great Britain (especially England) has had an important impact on the corporate sphere. 

Basically, Protestantism is at the origin of the notion of “predestine”. As early as birth, every human being is predestined to Heaven or Hell. Nothing can be changed about it, but during life, signs can show if you are in God’s good will, in a way. These signs can be a successful business, a prospering family, etc. This is why people from protestant backgrounds naturally like to show that their business is flourishing and that their families are united. Considering themselves as religious people is another thing. 
We can see this trend in the way British family businesses communicate on their brand image. Warburton’s, a family bakery created in 1876, describes the whole history of the Warburton’s family in its website, from the creation through every single generation. As far as success is concerned, Warburton’s is an example since they have known how to keep a strong traditional image and to quickly expand and modernize at the same time. This British family is so proud of their success!
· Spain

The Idea of tradition and permanency is preponderant in Spanish family businesses and family businesses predominate. As a matter of fact, in Spain, family businesses account for 75% of companies and 65% of GDP (they are usually small but numerous). 2.1 % of new companies are created every year and 24% of companies reach the second generation instead of 10-25% in Europe. Moreover, the mortality of Spanish family businesses is 1 to 4 points less important than French family businesses.

Some cultural differences can explain this fact: Solidarity in a business team predominates, these companies are proud to differentiate their company by the authenticity. Family has a strong importance in southern Latin countries like Spain or Italy.
Let’s take an example of a Spanish family business: Camper. This company was created in 1975 but shows an experience since 1877 as the grand father was a craftsman shoemaker and introduced the first machine manufacturing shoes in the county of Inca in Majorca. Then it has gone through 4 generations and is now the senior in the sector. They do show innovative with the ‘Zapata’s twins’, and they have a significant diversification through travel agency, chain of hotel and restaurant and internationalization since 1992, following the philosophy of the company: traditional, sustainable, rural.

· Conclusion

In addition to the fact that family businesses belong to a national culture, we think that it goes further. Indeed every single family run company has its own story, philosophy and culture. They all have their own culture and differences and are proud of it.

As we are likely to be in contact with family businesses (in business relationship or job application), we really must take this into account.

� EMBED MSGraph.Chart.8 \s �Erreur ! Objet incorporé incorrect.�





Former Buyers: From who did you take the company? (%)
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Future Sellers: Who would you prefer to take over your business?


A member of the family? (%)
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