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• Do family traditions constrain business innovation? 

By accelerating change and spurring innovation, the 
pandemic, has reignited the debate as to whether or 
not family businesses are, in aggregate, good at 
innovating. There is a common perception that family 
businesses tend to be burdened by history and 
traditions, which makes them slow and risk-averse 
when forced to embrace innovation and radical change. 
Indeed, managing the tension between continuity 
and change constitutes the crux of the issue for 
most family businesses. In a recent editorial, Roy 
Suddaby and Peter Jaskiewicz explore this tension by 
explaining how families can best navigate what they 
call the Theseus paradox (family businesses 
experiencing difficulties in managing the pressure to 
innovate while remaining true to the values of the past) 
and the Oedipus paradox (family businesses 
experiencing difficulties in managing intergenerational 
succession). This is an interesting read. For additional 
insights, we turned to Japan, the country that has the 
greatest concentration in the world of ancient 
family businesses – as of today 19 firms go back 
1,000 years, 150 about 500 years and more than 3,000 
at least two centuries, almost all family-owned. dilemma 
of having to chose between being laid-off or risking 
their lives working on the front lines of the pandemic. 
This shapes the public (and sometimes erroneous) 
perception that the ‘wealthy’ are profiting from 
opportunities in the financial markets that are 
shockingly disconnected from the realities of a vast 
majority of working people. A quick survey with no 
pretence of statistical significance conducted amongst 
our network shows that the divergence exists also 
among family businesses. Some are doing well and 
even prospering while others struggle for survival. 
Those doing well possess the following attributes: (1) 
they “saw the pandemic coming”: thinking ahead very 
early about how to contend with the COVID fallout and 
making adjustments long before their competitors; (2) 
they benefit from being “lucky” insofar as they do not 
operate in industries that have been hammered by the 
pandemic (like hospitality or retail). Conversely, the 
family firms trying to stay afloat are often small 
(smallness is a casualty of the pandemic while 
‘bigness’ is a beneficiary) and often happen to operate 
in industries structurally hit by COVID. Irrespective of 
the reality on the ground, it’s hard to escape the feeling 
that business and investment opportunities are mostly 
accessible to those who benefit from resources in 
capital and wealth.  

• Taxation - update: A new report from the IMF makes it 
obvious that higher taxes levied on affluent families 
are inevitable – globally: “Although adopting new 
revenue measures during the crisis will be difficult, 
governments may need to consider raising progressive 
taxes on more affluent individuals and those relatively 
less affected by the crisis — including increasing tax 
rates on higher income brackets, high-end 
property, capital gains and wealth.” These 
recommendations are shared by other organisations 
like the OECD, and most families (not all) understand 
which way the wind is blowing. The US epitomizes this 
situation. Over the past months, a large number of 
HNW Americans have set up trust funds to transfer 
large financial gifts to their heirs and philanthropic 

workforce, highlighting the importance they attach to 
their own social responsibilities. 

• Tax policies – update: A Global Family Business Tax 
Monitor from KPMG makes it abundantly clear that the 
pandemic will entail significant change in terms of 
taxation for family wealth and family businesses. Tax 
policies will evolve, sometimes radically, and so will the 
ways in which society in general and families in 
particular perceive wealth and its purpose. The end 
result: families will be forced “to confront difficult issues 
as never before” and in some cases will have the 
chance to (re) position their businesses not only to 
survive but thrive in the future. The upside conditions 
(opportunities) are twofold: (1) confidence in the 
sustainability of the family business (to a large extent 
industry-dependent) and (2) a strong balance sheet. 
When the two conditions co-exist, they could give 
families a chance to make a strategic acquisition 
inexpensively. Also, low interest rates and asset 
valuations could make it a perfect time to transition all 
or part of the business to the next generation. In the 
end, much will depend on specific national tax 
policies. The big picture is this: on average, the (like 
scenario planning and pilot trials & errors); (2) Beware 
of two particular cognitive biases that can dramatically 
impair judgement: optimism bias and paralysis by 
analysis; (3) pay attention to the mental and 
physical wellbeing of your colleagues (the pandemic 
takes a heavy toll on our mental health).  

• Succession: Anecdotal evidence (a lot shared by 
private banks) indicates that family business owners 
are considering or accelerating succession 
planning and transfer of assets. This is new. A recent 
survey conducted among 400 business owners and 
published by Barclays Private Banking suggested that 
a majority (57 per cent) did not trust their siblings to 
manage the family business. COVID-19 made them 
change their minds.  

• “Responsible” investing as an inter-generational 
issue: More and more, the next generation is putting 
pressure on the ‘elders’ to incorporate ESG 
considerations into the family business model and the 
family’s investments. In the past, the family owners 
tended to separate activities into “hard-core” 
investments that yield a good financial return (the 
family business, an equity portfolio and so on) and 
‘impact’ or philanthropic activities. No longer! The 
younger generation sees both as intertwined.  

• “Regime change”: As we argue in the Monthly 
Barometer, we are about to enter a very disorderly 
world. COVID is the coup de grâce to what existed 
before – radical changes are coming that will affect the 
rules under which businesses and investors operate. 
Any family business should ponder what the following 
regime changes / macro trends mean for the business 
and the family: (1) Wealth distribution will take the 
precedence over wealth creation: (2) Stakeholder 
capitalism will prevail over shareholder capitalism; (3) 
Private austerity will coexist with more public spending 
(that will entail more taxes); (4) there’ll be lower returns 
and higher volatility for most asset classes. 
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