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BENCHMARKING against your Peers: : PwC’s
Family Business Survey 2021 (the 10th edition) sheds
some interesting light on the current mood and
expectations of family businesses globally. A few
snippets of particular relevance accompanied by our
comments. (1) A majority (64 per cent) of family
businesses expect to grow in 2021, while an
overwhelming majority (86 per cent) think they will in
2022. This aligns with what various projections from
banks and international organisations are saying. The
global economy will start recovering in 2021 (5.5 per
cent according to the IMF) and will strengthen in 2022
(4.2 per cent). (2) 37 per cent of family businesses
have a sustainability strategy. This is surprisingly low
considering that green investing is accelerating at a
furious pace (see the Monthly Barometer next page)
and that sustainability is becoming a major and
nonnegotiable concern for business. By comparison,
last year 90 per cent of S&P500 companies (admittedly
all large ones) had published a sustainability report. (3)
Values and legacies are important and ‘nice-to-have’
qualities, but they can’t replace a professional family
governance that most often entails a “no friends and
family” rule. What emerges from the report and the
various testimonies of large family businesses is this:
three absolute prerequisites are required to prosper in
the current ‘cutthroat’ environment: (1) a state-of-the-art
digital transformation (valid whatever the business in
whichever industry), (2) a clear sustainability strategy,
(3) proper governance driven by rigorous
processes.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.
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TRUST – placed first and foremost in the hands of
family businesses: Family businesses seem to benefit
from trust (one of the most coveted attributes of social
capital) more than any other group or institution. In
other terms and put simply, family businesses inspire
more trust than other institutions and leaders. This is
what the latest and previous editions of The Edelman
Trust Barometer tell us. This year, business becomes
the only trusted institution with a “trust index” of 61 per
cent that places it ahead of NGOs (57 per cent),
governments (53 per cent) and medias (51 per cent).
Among the 4, business is the only institution regarded
as both competent and ethical. This makes family
businesses the most trusted type of enterprise, an
observation corroborated by a special Edelman Family
Business report published in 2017 that showed that
family businesses hold far greater trust than other types
of corporate organisations. In countries like Germany,
the UK, Canada, Italy, the US and France, a stunning
20 per cent more trust was given to family business.
Why does the family business label come at a trust
premium? There are three main reasons according to
Edelman: (1) Its products and services tend to be high
quality, (2) family businesses listen to their customers,
(3) its employees are treated well. There is of course a
lot of dispersion around the mean, but this suggests
that the general public tends naturally to associate
values that underpin trust (like credibility and honesty)
with family businesses. pay attention to the mental
and physical wellbeing of your colleagues (the
pandemic takes a heavy toll on our mental health).
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Succession: Anecdotal evidence (a lot shared by

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.
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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
endeavours (even though trusts are falling from favour
globally). An unusually high amount of family
businesses have also been sold as business owners
prepare for the tax hikes that will inevitably occur if Joe
Biden is elected President. (Biden has declared that
he’ll raise taxes on people who earn more than $
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“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.
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“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.

PROVIDING ALL THAT TOP DECISION-MAKERS NEED TO KNOW IN LESS THAN 4 MINUTES A MONTH

