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Welcome to the sixth edition of

the European Family Business
Barometer, a collaboration between
European Family Businesses (EFB)
and KPMG Enterprise.

Our annual survey this year received more than 1,100
responses from family business owners across Europe,
uncovering their continued confidence for the future of
their businesses and family ties to the business. Despite
ongoing challenges, it appears that these businesses are
moving forward confidently and planning to reinvest their
profits into their businesses and seeking new opportunities
that will enable them to foster sustainable growth.

Within the UK we find ourselves in a unigue political

and economic situation. In this report we share how
family businesses are thinking about their prospects for
the future, and compare views from the UK to those

from the rest of Europe. Despite this uncertainty, UK
family businesses have shown their resiliency and
resourcefulness with 84% confident about their economic
perspective in next 12 months.

Ken McCracken
Head of Family Business Consulting,
KPMG Enterprise in the UK

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved.
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In this sixth European Business Barometer, European
Family Businesses (EFB) and KPMG Enterprise once again
seek to bring insight on the confidence levels of family
businesses, the challenges affecting their operations and
the solutions and unified approach that they take to ensure

sustainable growth.

Family businesses help drive the European
economy. '"With more than 14 million
family businesses providing over 60
million private sector jobs in Europe, their
importance to the economy cannot be
overestimated. 2In some countries, they
represent anywhere from 55 to 90 percent
of all businesses. With such an important
role in the health of the European
economy, these businesses are using
their collective strength to make sure their
voices are heard. They stand united in
their opinion that governments can — and
should — do more and work together to
help family businesses succeed.

Our annual barometer survey results
since 2013 have shown that confidence
continues to be gaining momentum. As
Europe moves away from the 2008 debt
crisis and shows continued recovery,

the optimism of these business owners
remains steady. In this report, we see that
71% of family businesses showed overall
confidence in their economic outlook for
the year ahead.

Looking back over the past year, it has
been a good period for many businesses,
with the majority reporting positive
results. Increased turnover was reported
by 57% of respondents, with only 13%
experiencing a decline.

1: Source: https://assets.kpmg.com/content/dam/kpmg/pdf/2015/12/european-family-business-trends-2015.pdf
2: Source: https://assets.kpmg.com/content/dam/kpmg/pdf/2015/12/european-family-business-trends-2015.pdf

© 2017 KPMG LLP a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.



After several years of improving
economic results, family business
owners are looking toward the future
and seeking new and unified ways
to build on their success. Family
businesses are capitalizing on the
momentum of their success by
reinvesting their profits and growing
their workforce.

Looking forward to the long-term
success of their

businesses’ “
succession, today’'s

family businesses
are working as a
more collective
unit and preparing
for passing the
business on to the
next generation.

The positive outlook

comes with its

share of significant challenges.
Profitability and competition are major
concerns for these businesses. By
far, the greatest challenge continues
to be the ‘war for talent’.

The competition for skilled

labour continues to increase as
economies improve and the average
unemployment rate in Europe hovers
at 9%. Although family businesses in
Europe enjoy a favourable retention
rate, the competition is fierce to

The competition for
skilled labour continues
to increase as economies
improve and the average
unemployment rate in
Europe hovers at 9%

attract strong candidates with the
right skills.

Whilst some anxiety has eased,
Brexit negotiations have started. The
politics of reducing open trade remain
a concern for family businesses.

The majority of family businesses

are calling on their governments to
work together to increase integration
in Europe with tighter political ties.
Having benefited
from closer ties
between European
Union (EU)
countries, these
business owners
would have greater
confidence in
seeing a strong,
unified EU.

,, KPMG Enterprise
and European

Family Businesses (EFB) explore
these issues and more in this edition
of the European Family Business
Barometer. We hope you find this
report insightful and helpful for
planning a strong future for your
family business.

Should you have any questions feel
free to contact us or a local adviser.
For more on the report methodology
please see the methodology section
at the end of the report.

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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g According to the survey results, increased competition
combined with a decline in profitability continue to present
\J a challenging environment. However, family businesses are

responding by planning for the future and developing new

= products and services as well as innovative sales techniques
that will serve them well for the long term.

L The ‘war for talent’ is likely the greatest challenge that will
require family businesses to stand out in order to attract the

talent they need. The scarcity of the skilled labour pool may
inspire a move to put pressure on governments to improve

The European family business community flexible labour market regulations. L
enjoyed a year that included positive economic -

growth and relative political stability, which | |

likely contributed to their continued level of s s erares

confidence and sense of optimism.
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Q1 How do you feel about your family business’ economic
perspective for the next 12 months?

Very
confident
Neutral
I Confident
Negative

Very negative

Note: No answer given (European): 2%
Note: No answer given (UK): 0%
Source: European Family Business Barometer, Sixth Edition, KPMG International, 2017.

Key: UK results

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Confidence rooted in success

The European family business community
continues to hold steady in their high level
of confidence for the future. In the survey,
71% of respondents reported feeling
confident or very confident with their
economic outlook for the next 12 months.
About one-quarter remain neutral about
their prospects and only 2% felt negative
or very negative about the coming year.

This level of confidence has shown
considerable and steady improvement over
the last five years. These results are likely
rooted in recent strong results — over the
past year, more than 57% of respondents
reported an increased turnover whilst 27%
maintained turnover. Only 13% indicated a
reduced turnover. The Netherlands (73%),
Austria (71%) and the UK (70%) saw the
most significant increase in turnover.

The overall European economy has
certainly contributed to higher levels

of turnover. Increased demand and
favourable competitive landscapes were
cited by 39% of respondents as factors
for success. However, innovation and
investment on the part of family business
have also made a difference. Respondents
credited introducing new products and
services (23%), strong sales techniques
(16%), intelligent marketing (10.5%),
effective internal processes (14%) and
new pricing policy (75%) as contributing to
their growth.

KPMG]

Enterprise

EFB EUROPEAN
A_— FAMILY
BUSINESSES

Reinvesting in the business

Without the pressure of having to justify
quarter-overquarter results, family
businesses tend to keep a long-term
outlook in sight. Most reported plans to
use the profits realised over the last year
to reinvest in their businesses.

Business infrastructure, manufacturing
and marketing were listed as spending
priorities for 47% of respondents, led by
the UK and the Netherlands. Reinvesting
in people through hiring and training
were cited by 28% of businesses, led
by Germany and Netherlands. Another
23% reported plans to pay off loans and
increase their savings accounts, whilst
only 7% plan to distribute all profits to
their shareholders.

Their confidence for the future is

also reflected in plans to grow their
workforce. Whilst 39% are planning

to maintain their current staff levels,
44.7% plan to bring in additional people
to increase staffing levels over the
coming year. This is further evidence that
family businesses are one of the major
job creating drivers in Europe.

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved.




A
[ ) Sixth edition | 2017
1
= -
I.'~ ;

. - ol
[ 1"'|r 'F Y s . .
e Family businesses have shown
s LF e
A resilience over the last 5 years;
- . . ..
AL ':L evidenced by sustained positive

results and optimistic plans for
the future, which will serve them well
in overcoming key challeages such as
attracting and retairfing talented people,
pokticatTnstability and declining profitability.

Jonathan Lavender
Global Chairman, KPMG Enterprise, KPMG. International ,,
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Many family The ‘war for talent’, increased competition and a decline in
bUS_'”eSS_;_S are profitability are all top of mind for family business owners.
having difficuity Businesses are faced with making difficult choices and must

\ T attracting skilled »
labour and management look for new ways to stand out as competition heats up.

level employees in the UK.
Focussing on attracting a

more diverse talent pool, Are you having difficulty in attracting staff to your family
coupled with providing and business, and if so, at what levels?
communicating a compelling
iy Yes, unskilled Yes, skilled Yes, management No
employee proposition are bour bour v

two ways in which family

businesses are differentiating 12% 44% 88% 85%
themselves in the market and . . ) .
overcoming this challenge. vferiri B : : :

Ingrid Waterfield ,,
Director

KPMG in the UK

© 2017 KPMG LLP, a UK limited liability partnership and a
member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved.
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Q2 | What are the major concerns for your family business today?
(please select the three most important)

@ War for talent /recruiting skilled staff A

Rising energy costs Increased competition

Declining profitability

Limited access to finance

Increased cost of labour A

Other

Increased tax rates Al
28%
'/I I\'

A Unstable currency @

Declining turnover

Political uncertainties A

Changes in regulation

Note: No answer given (European): 2%

Note: No answer given (UK): 2%

Source: European Family Business Barometer, Sixth Edition, KPMG International, 2017.

Key: UK results A Key: Top four UK concerns

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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culture within

. the business
can be an efficient way
to attract and retain
talent. Fostering an
environment which allows
the emergence of new
internal startup projects
developed by young talent
will likely help with this
issue and contribute to the
company's success overall.
Family businesses are
often a catalyst for these
kinds of initiatives.”

; Developing an
. intrapreneurship
A
-

Eric Thouvenel

Head of Family Business, ,,
KPMG Enterprise in France

KPMG

Enterprise
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The ‘war for talent’ intensifies

With unemployment dropping in the

EU, family businesses are beginning to
find it more difficult to attract the talent
they need. Although family businesses
are fortunate in their ability to retain
talent, they are now finding themselves
in the position of having to fight to
attract a workforce with the skills they
require. According to the survey, 43% of
respondents identified the ‘war for talent’
as the most important issue they face.
The availability of labour, paired with its
increasing costs, was cited by 32% of
respondents as putting greater pressure
on family businesses.

These concerns have been on the rise
over the last several years. The war for
talent has risen from 33% in 2015 to
37% in 2016 and 43% in 2017. The cost of
labour has increased from 26% in 2015 to
32% in 2016 and has remained steady at
32% for 2017

In an effort to improve recruitment
efforts, leading family businesses are
increasingly focused on building and
communicating their unique value
proposition.

SFamily businesses offer higher retention
rates to employees and longer employee
tenures than other businesses and are
much more likely to avoid layoffs during
downturns.

As well, their culture of commitment and
purpose combined with a propensity to
make greater investments in employee
training can make them particularly
attractive to job seekers.

Without the right people in place, family
businesses may be stalled in their hopes
for growth. Overcoming this challenge
will require new ideas to help them stand
out. And whilst family businesses may
not give shares or options to employees,
they offer much more in terms of loyalty,
long-term investment and commitment.

Many large corporations regularly trim
their staffing levels. It is rare to see this
happen in a family business.

Not surprisingly, family businesses

are calling for improvements in labour
regulations, with 41% identifying “more
flexible labour market regulations” as one
of the top two changes that would boost
the growth prospects of their business.

3: Source: https://hbr.org/2012/11/what-you-can-learn-from-family-business %20

© 2017 KPMG LLP a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Fighting the decline of profitability
Decline in profitability is of considerable
concern to 36% of family businesses,
which may be a direct result of the
increase in labour costs and competition,
cited by 37% of respondents.

Political uncertainty remains a concern
Whilst it has dropped slightly year over
year, 30% of all respondents named
political uncertainty as one of their

top concerns.

Somewhat predictably, concerns over
politics remained highest in the UK, with
53% of UK respondents listing political
uncertainty as a top concern. Similarly,
whilst worry about the impact Brexit

will have on the Euro appears to have
lessened, recent fluctuations in the value
of the British pound led many in the

UK to identify currency instability as a
top concern.

These circumstances are likely to
continue to challenge businesses over
the coming year. Their responses and
ability to adapt will likely determine if
they can rise above these challenges
and succeed. There is expected to be
louder demands for reforms to reduce
the administrative burden, lower taxes
and provide greater access to talent at a
reduced cost.

Sixth edition | 2017

Big global giants and
multinational companies are
actively competing for talent
b with family businesses across
Europe. In order to compete, family
businesses need to explain what it
means to be a family business and why
it's a good thing to work for one. Rather
than avoiding the press and downplaying
public visibility, they should speak up
about what they do. They should highlight
the benefits of joining a family business.

Ramon Pueyo Viiuales
Partner in charge of Family Enterprise, ,,
KPMG Enterprise in Spain

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

13



14 European Family Business Barometer

algie
Il 1U

) _J

VNG DUSINESS
TIdICE

With a successful year behind them, family businesses are
looking at establishing processes, procedures and plans

to drive the performance of their business and manage
the complex ties between the business and the family to
continue to drive growth in the future.

Forms of governance

There is no ‘one-size-fits-all" approach
for governance and family businesses.
Each is uniquely structured and has
different needs. Other than the fact that
good governance is a success factor
for growing family businesses, each
business will have a unique governance
structure in place. These structures will
also likely evolve as the business grows
and matures.

e
Il

Family businesses appear t0 be adopting
more formal governance mechanisms,
including formal board of directors (70%)
and formal advisory boards (20%). In
addition, 33% of respondents indicated
they have adopted a family council.

Whilst a board of directors’ role is‘to

manage the business, the family council

resolves and regulates family issues
by creating a common set of rules
that define the conditions for entering

4: Source: https://home.kpmg.com/xx/en/home/insights/201 6/02/board-of.-_directors-and-fami\y-counci\.htm\.
5: Source: https://home.kpmg.com/xx/en/home/insights/2017/07/a-family-constitution-increases-family-co-

hesion-and-business-connectivity.html.

m EUROPEAN
FAMILY
Enterpnse BUSINESSES

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International ), a Swiss entity. All rights reserved.

family ownership, governing bodies or
operational positions in the Company.
4Family councils define the training and
development conditions; the required
skills, motivations and experiences - i
necessary for the business. Whether
formal or jnformal, councils establish
the links between the family and the
business.

As they adopt thesé and other 4
mechanisms, it is equally important to -
ensure roles and responsibilities are

clear, especially Conslderlng that some
board members may have divided focus
between the family'and the business.

With this in mind, many are, in turn,
creating a family constitution to ensure

clarity and transparency so-that families " *- '

know what to do wheh disagreements

.arise. These constitutions streﬁgth_en the
family's emotional cohesion‘because the. © .
shareholders work 'together to formulaté £,
them in the first place. ' £

!

‘
i




Sixth edition | 2017

Due to the nature of corporate governance in the UK, there is often a greater dependency

on the role of a formal Board of Directors as opposed to the stronger presence of Advisory
Boards seen across Europe. The incorporation of non-family board members can bring

independent views, valuable skills and experiences, both from other family businesses and
the wider business community, that complement the skill sets of the family itself. ,,

Ben McDonald
Head of KPMG Enterprise, KPMG in the UK

Q3 | Does your family business have the following mechanisms and practices in place?
(please select all that apply)

Note: No answer given (European): 10%
Source: Family Business Barometer, Sixth Edition, KPMG International, 2017.

Key: UK results

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Balancing the
family and the
business is not
a new issue for
family business owners
and can create challenges
for a family business.
Conflicts can often be
avoided if families can

separate personal concerns

from the operation of

the business, with many
leading family businesses
establishing clear rules for
what family members can
expect from the business
and what the business can
expect from them.

Ken McCracken
Head of Family Business Consulting,
KPMG Enterprise in the UK

KPMG

Enterprise
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Balancing the interests of the family
and the business

The fine balance between family and
business is an everpresent challenge
for family businesses. Making objective
business decisions without considering
the impact on family can create conflict
and impact the family harmony. Leaning
too far the other way presents the
danger of making decisions that will
hurt the business. This need to balance
family concerns and business interests
was reported as important or very
important to their business by 87%

of respondents. This issue has grown
sharply in significance each year since
2014, when 59% found it very important
or important.

Strengthening the skillsets in

the business

Family businesses tend to have a
stronger commitment to long term
employment than non-family businesses
and, in large part, they recognise the
importance of investing in and developing
the skills of their employees. In one
high-profile study, family businesses
were shown to invest over twice as
much per employee in skills training than
non-family businesses.

They are also increasingly recognising the
importance of training and development
of family members involved in the
business. A large majority (83%) of
respondents indicated that financial
literacy among family members

was important or very important.

The perceived importance of literacy
among family members has grown
considerably since 2015.

There is also an increasing trend for
family businesses to fill senior skills
gaps with non-family members. In the
survey, 77% of respondents agreed
that non-family executives bring a level
of expertise and benefits to the family
business.

6: Source: https://hbr.org/2012/11/what-you-can-learn-
from-family-business.

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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The higher percentage of
non-family executives is also
supported by the fact that
increased share fragmentation
across the generations can lead to a larger
and more diverse group of family owners
and, as a result, the families agree on
external executives to represent them

in the business. Additionally, potential
successors may have decided to follow
their own ambitions outside of the family
business remaining responsible owners but
not actively working within the business.

Dr. Vera-Carina Elter ,,
Head of Family Business, KPMG Enterprise in Germany

According to the European Commission, family
businesses make up more than 60% of all companies
in Europe. They range from sole proprietors to large

international enterprises. Big or small, listed or unlisted,
family businesses play a significant role in the EU
economy and represent between 40%-50% of all jobs.

Sixth edition | 2017

Open communication - a key to success
Strong communication is one factor

that can influence the success of the
business: the ability to balance family
and business needs and prepare for

the passing of the business to the

next generation. Family constitutions,
shareholder agreements and policies for
setting salaries and promotions for family
members and other employees are some
of the mechanisms that businesses

are putting in place to improve
communications.

Communication between generations
garnered particular interest this year,
showing an increase from previous
years. According to the survey, 52%

of respondents ranked communication
between generations as very important
to their business. The number has grown
steadily yearoveryear since 2013, when
29% found it very important.

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Passing the family business
on to the next generation is a
consistent concern for many
family business owners. If
the younger generation is
reluctant to be involved in
the family business, they
often resist stepping into
leadership roles and seek
careers elsewhere.

KPMG

Enterprise " BUSINESSES

When there are family members willing
to take over the reins, the challenge
becomes ensuring a smooth transition
to that next generation — for both the
management and the ownership of

the business. The transition must meet
family concerns and ensure the new
owners are well prepared. Business
owners who want to build or ensure a
legacy are recognizing the importance
of preparing a strong succession plan to
protect the longevity of their business.

Succession encompasses two distinct
issues: the ownership succession as
well as the succession of management
leadership. Family businesses need to
have processes in place to deal with
both these aspects of transition.

In 2017 84% of respondents indicated
that preparing and training a successor
was important or very important to
their business. Successful family
businesses are investing an increasing
level of resources, time and energy into
building their leadership from within

the family to ensure the long-term
continuity of the business. More

than 50% of respondents indicated
that they have a member of the next
generation in management roles within
the company which will allow them to
prepare for succession planning earlier
in the process.

Clarity around ownership is another
critical issue. Agreements need to
clearly define who is entitled to be an
owner or shareholder. Family business
owners must consider the role for
non-bloodline family members such
as adopted children and spouses. It all
must be carried out as tax efficiently
as possible. Agreements must be
transparent and clear on who is entitled
to be an owner and at what point they
can take shares.

Nearly 34% of this year’s respondents
will face these issues as they prepare
to pass the management or ownership
of their business to the next generation
within the next 12 months.

Leadership succession is, ultimately, making sure there is a process in place
to groom the right successor — to find the best person to run the business.

This will ensure that the business continues to grow and sustain the
extended family. Grooming the next CEO and executives must also include
planning for the exit of the existing leaders.

© 2017 KPMG LLP a UK limited liability partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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Business families Q4 | What would you consider as the Next Generation’s
need to invest time major challenges in a family business?
understanding the (please select the two most important)

UK data only

wants and needs of

the next generation. It starts tonj%eirgtations . Lack of

with having a conversation gwueS ifr?englv ' 5 Sfiegocrﬁ;ﬁge

about the business and

how the family sees itself

in that bu_smess from an No (or weak) { Lack of
ownership context. How ] 3 Dy
does the next generation feel Generation
about the overall vision and v

long-term plan? It's a powerful

conversation that gets them e aths | L among tion
thinking about governance, in the family \ + Jpeide the
succession and what it takes to

ensure their financial well-being

and how they can influence Tense family Lack of vacant
sustained success. s 8 /e family
Vangelis Apostolakis ,, conflicts business
Deputy Senior Partner,

KPMG in Greece

As a family business, how important would you consider preparing and
training a successor before leadership succession takes place

0eLOO

Very Important Not important No answer
important |mportant at all given
© 2017 KPMG LLPR a UK limited liability partnership and a
member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“"KPMG Source: Family Business Barometer, Sixth Edition, KPMG International, 2017.
International”), a Swiss entity. All rights reserved.
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Setting goals

Seeing far ahead into the future is a family business
hallmark. Although priorities can shift from year to year,
family business owners appear to be taking the long view
to prepare for the future and create a legacy.

They tend to be more willing than other
business owners to invest in innovation
for the value it will offer decades down
the road. Their business decisions

are focused on sustaining benefits

for generations of family members.
Whereas non-family businesses are
often hampered in the need to justify
taking risks.

Overall, the biggest priorities indicated
for the next two years are to improve
profitability (64 %), deal with increased

turnover (45%), become more innovative

(37%) and attract talent (32%).

Confronting declining profits is the
most important priority for the majority
of these businesses, with 64% of
business owners reporting improving
profitability as their top business goal.
Even with a high level of confidence
and good business results, profitability
will determine their ability to succeed
and grow.

An increase in turnover naturally
follows as the second key business
priority that was reported by 45% of
the respondents.

© 2017 KPMG LLP a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International ), a Swiss entity. All rights reserved.
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Q5 | What are your family business priorities for the next
two years? (please select the two most important)

WAL

Educate and
train new staff

% e

Move/ V4 AN
export into
new markets

Diversify into
new products/
services

Attract ®
new talent

¢ O/%

Become more
innovative

Increase
turnover

Note: No answer given
(European): 2% Source:
Family Business
Barometer, Sixth Edition,
KPMG International, 2017.

® Key: UK results

o Ol

| I Improve
profitability

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
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Q6 | Which of the following changes and/or improvements would boost the growth prospects

of your business? (please select the two most important)

Benign tax and administrative
arrangements for intergenerational
family business transfers

Reduced non wage

Infrastructure
labour costs

development

Lower tax Improvements
rates in education
and training

Reduced .
administrative Easier access
burden to financing
More flexible .
labour market State risk
regulation financing

Note: No answer given (European): 5%
Note: No answer given (UK): 9%
Source: Family Business Barometer, Sixth Edition, KPMG International, 2017

Key: UK results

FB EUROPEAN

Family business
- owners are eager
.- . @ toinvestinthe
w4 future and grow
their business. Governments
need to heed their concerns
about increased regulations
and barriers that impede the
free flow of talent. Family
businesses want to see
continued strong integration in
Europe and a simplification of
taxes to help them compete
in a global marketplace.

e £

Jesus Casado
EFB Secretary General,
European Family Businesses (EFB)

KPMG

FAMILY

© 2017 KPMG LLP a UK limited liability partnership and a member firm of the KPMG network of independent member
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Improvements wanted

Family businesses are looking to
governments to help strengthen the
business. Specifically, when asked
about the two most important changes
or improvements that would boost the
growth prospects of their business,
respondents pointed to issues related to
taxes and free flow/cost of labour.

The tax burden was cited by 32% of
respondents who want to see lower

tax rates. Another 27% indicated the
need for simpler tax rules. This need for
simpler tax rules has increased from 17%
in 2015 and 21% in 2016.

Enabling the flow of talent is a concern
for 39% of respondents who indicated
more flexible labour market regulations
are required. And 27% stated the need
for a reduction in non-wage labour costs.

European family businesses remain
concerned with the uncertainty
associated with potential legislative
changes that could impact the free flow
of talent across borders. In addition,
many family businesses are increasingly
apprehensive to hire full-time permanent
personnel for fear of having to address
challenges of downsizing at a later date.
Increasing costs for sick leave and other
benefits add to the expense for business
owners and entrepreneurs to hire
permanent staff.

Sixth edition | 2017 23

Family business is the backbone of the UK economy.
The IFB champions the contribution of family firms,
but also works to ensure that policy makers take

into account their unique characteristics. As the UK
government focuses on long term growth, the role of family
businesses is more important than ever. ,,

Elizabeth Bagger
Executive Director
Institute for Family Business (UK)

the needs of family businesses?

,\I I/.
UK data only
Ay

| How well do you believe the UK government understands

Very well Somewhat Not enough Not at all

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Which is your
preference for the
future of Europe?

Overall, how does you

view the potential

outcomes of Brexit to your et s
family business, including

its impact on trade, labour,

services and capital?

20/0 Very positive
Ty

5% Positve

87% Neutral

440/0 Negative

12% Very negative

in the
ituation

FAMILY

Enterprise BUSINESSES

The ongoing political

‘ uncertainty, including
s the implications of
-

Brexit, continues to

raise concerns for many
family businesses. However, the next
18 months are also an opportunity
for family businesses to utilise their
unique competitive advantages,
including their agile decision making,
to respond to the potential changes
in their markets and supply chains.

Karen Briggs ,,
Head of Brexit and Member of the

Executive Committee of the Board

KPMG in the UK

Source: Family Business Barometer,
Sixth Edition, KPMG International, 2017.

Key: UK results

© 2017 KPMG LLPR a UK limited liability partnership
and a member firm of the KPMG network of
independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a
Swiss entity. All rights reserved.



Greater integration in Europe

On a political level, with the UK's 2016
vote to leave the EU, the convoluted
two-year Brexit process is well underway.
It prompted us to ask a pointed question

in this year s European Family Business
Barometer survey: What is your preference
for the future of Europe?

The majority of respondents (56 %)

would like to see increased integration,
whilst 29% preferred to maintain the
current situation and only 15% wanted
decreased integration. Strong support for
greater integration came, particularly from
respondents in Portugal, Austria, Germany,
Greece, Italy and Spain It is also interesting
to note, given current Brexit negotiations,
that 30% of UK respondents favour
greater integration whilst 23% prefer
decreased integration.

Those who favour increased integration
were asked: What should Europe focus
on? Only 19% of respondents chose
“single market only’; whilst 36% wanted
a single market with a deeper political
union. Clearly, family business owners are
more confident in a strong, unified EU.
Where it makes sense and brings added
value, family businesses have called for
continued integration and tighter political
ties indicating that they appreciate the
benefits of the EU.

Sixth edition | 2017

¥ The number of business tax rules is
l.‘ I increasing in the European Union —
i;’ ’ especially for companies that trade

~ &' internationally. There is the BEPS (base
erosion and profit shifting) project from the OECD
that has created additional regulations. There are
country-by-country reporting requirements as
well as the new UBO registers across Europe.
And whilst family businesses agree that it is
also in their best interest that tax fraud and the
misuse of tax rules are addressed, the fact is that
all these new rules and regulations increase the
administrative burden on companies.

Olaf Leurs, Chairman
KPMG Enterprise EMA Network and Tax partner, ,,
Meijburg & Co, KPMG in the Netherlands

The family business is the most frequently encountered ownership
business model in the world and their impact on the global
economy is considered significant. It is estimated that the total

economic impact of family businesses to global GDP is over 70%.

* Source: https://www.omicsonline.org/open-access/family-businesses-and-its-impact-on-the-
economy-2167-0234-1000251.pdf published March 2017,

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved
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KPMG

Enterprise

A EFB

2 'a w

EUROPEAN
FAMILY
BUSINESSES

ontpa

Wd

Family businesses come in all shapes and sizes.
They are innovators and world leaders. They share a
common desire to build a legacy that can be passed

on to the next generation.

Many family businesses have enjoyed
a strong year that saw improvements
and overall success. The future remains
bright as they continue to implement
strategies for growth, are introducing
new products and plan for an increase
of employees. Their growth and legacy
will likely be further secured as they
invest in formal governance and make
improvements to succession planning
and intergenerational communication.
Their confidence in the future is built on
their hard-earned achievements.

With this positive outlook and
commitment to strategic investments
and a strong passion for a unified vision
for the family and the business, their
prospects for continued success look
promising for the long run. If they can
overcome challenges and stand together
to push for business-friendly reforms
and a strong, unified EU, the future looks
bright for Europe s family businesses.

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Methodoiogy

The European Family Business Barometer is based on the results of an online survey. In total 1,122
completed questionnaires were received during the period of 7 May to 23 August 2017 This is the
sixth survey of its kind to be conducted measuring trends among European family businesses.

Respondents’ profiles

1. Which generation of your family is
currently managing the business

2. Concerning the ownership structure of
your business...

5. Approximately how many people
do you employ? (the equivalent of

full-time employees)

1.1 Regarding ownership a) what is the percentage of the family ownership?

I\1st generation 45% )

4th and more generation 11%

2nd or 3rd generation 40%

1.2 Regarding governance

'\1 st generation 40% 7

j 2nd or 3rd generation 42%
4th and more generatipn 11%

3. How long has your business been
operating with family ownership?
Less than 20 years 19%

20 - 50 years 45% }

Over 50 years 34% }

100% 74% }

25% —49% 4%
Less than 25% 1%
50% - 99% 19% }
b) is your family business
Listed 3% }

Non-listed/privately held 94%

4.What is the approximate annual turnover

of the business?
Less than €10m 40%

'Ee}‘wge'r] €10m 'and €50m 25%

Between €50m and €200m 17%
More than €200m 12%

\Less than5039%

) 50-24932%
2501000 16%

—/ Over 1000 11%

6. Are you a...
Non-family member 16%

Family member 84%

% FAMILY © 2017 KPMG LLPR, a UK limited liability partnership and a member firm of the KPMG network of independent member

Enterprise BUSINESSES

firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Responses from the following
countries have been analysed:

We trust that these results have provided an insightful
look into the family business community.

If you would like more information about the study, please * Austria * Luxembourg
contact a family business adviser listed in the following * Belgium *Malta
pages. KPMG Enterprise and European Family Businesses *Bulgaria * Netherlands
(EFB) look forward to continuing this project and shedding * Croatia * Poland
more light on this crucial sector for Europe. We hope that * Cyprus * Portugal
you will continue to contribute to our survey. * Czech Republic ~ ®Romania
Finland e Denmark * Serbia
s Ly * Estonia * Slovakia
¥ = ¢ Finland ® Spain
Estonia e ® France ¢ Switzerland
""""""" z;}“ y * Germany * Turkey
* Greece e United
e |reland Kingdom
o [taly

Portugal -,

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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ADOULERB

European Family Businesses (EFB) is the
EU federation of national associations
representing long-term family

owned enterprises, including small,
medium-sized and larger companies.

The organisation was created in 1997 and represents
€1 trillion in aggregated turnover, nine percent of
European GDPR EFB's mission is to press for policies
that recognise the fundamental contribution of
family businesses in Europe’s economy and create

a level playing field when compared to other types
of companies.

Visit: www.europeanfamilybusinesses.eu

FAMILY

Enterprise BUSINESSES

ADOLE KPHC
FNernNse

Passion, it's what drives entrepreneurs, family
businesses and fast-growing companies

alike. It's also what inspires KPMG Enterprise
advisers to help you drive success.

KPMG Enterprise advisers in member firms around the world are
dedicated to working with businesses like yours — we understand
what is important to you and can help you navigate your
challenges — no matter the size or stage of your business. You
gain access to KPMG's global resources through a single point

of contact — a trusted adviser to your company. It's a local touch
with a global reach.

Visit: www.kpmg.com/enterprise

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. All rights reserved.
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enter o EXcelence
amiy Busness

From the boardroom to the kitchen table, KPMG Enterprise
Family Business advisers share practical advice and
experienced guidance to help you succeed.

—

VG Enternrise Gioba
T

To support the unique needs of family businesses, KPMG
Enterprise coordinates with a global network of member

firms dedicated to offering relevant information and advice to
family-owned companies. We understand that the nature of a
family business is inherently different from a non-family business
and requires an approach that considers the family component.

Visit: www.kpmg.com/familybusiness

© 2017 KPMG LLR, a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Lontac

For more insights about family businesses, please feel free to contact an adviser in your region:

Europe

Jonathan Lavender

Global Chairman,

KPMG Enterprise,

Global Head KPMG

Enterprise Family Business,
KPMG International,

Partner, KPMG in Israel

T. +972 (3) 684 8716

E: jonathanlavender@kpmg.com

Jesus Casado

EFB Secretary General

European Family Businesses (EFB)
T. +34 915 230 450

E: jcasado@europeanfamily
businesses.eu

Darius Movaghar

Senior Policy Advisor,

European Family Businesses (EFB)
T. +32(0) 289397 10

E: dmovaghar@
europeanfamilybusinesses.eu

Andorra

Alexandre Haase

Director, KPMG in Andorra
T. +376810445

E: ahaase@kpmg.com

JoanTomas

Director, Empresa Familiar
Andorrana (EFA)

T. +00 376 80 81 36

E: joan.tomas@gaudit.ad

FAMILY

Enterprise

BUSINESSES

Austria

Yann-Georg Hansa

Partner,

KPMG Enterprise in Austria
T. +43 1 313 32 3446

E: yannhansa@kpmg.at

Belgium

Patrick de Schutter

Partner,

KPMG Enterprise in Belgium
T. +32 2 708 4928

E: pdeschutter@kpmg.com

Bulgaria

Zdravko Moskov

Director, KPMG in Bulgaria
T: +359 2 9697 650

E: zmoskov@kpmg.com

Desislava Dimitrova
Administrative Director,
FBN Bulgaria

T:+ 359 28103110

E: office@fbn.bg

Croatia

Zoran Zemlic

Director,

KPMG Enterprise in Croatia
T: +385 15 390 038

E: zzemlic@kpmg.com

Cyprus

Demetris Vakis

Partner, Head of Family Business
KPMG in Cyprus

T:+357 22 209 301

E: dvakis@kpmg.com

Czech Republic

Milan Blédha

Partner, KPMG in the Czech
Republic

T: +420 222 123 809

E: mblaha@kpmg.cz

Denmark

David Olafsson

Partner, KPMG Enterprise in
Denmark

T. +45 5215 0066

E: daolafsson@kpmg.com

Finland

Kirsi Adamsson

Partner, KPMG Enterprise in
Finland

T: +358 (0) 20 760 30 60

E: kirsi.adamsson@kpmg.fi

Auli Hanninen

Executive Director,
Perheyritysten liitto

T: +358 (0) 400 415 230

E: auli.hanninen@perheyritys.fi

France

EricThouvenel

Head of Family Business France,
KPMG Enterprise in France
T:+33(0)1 556820 02

E : ethouvenel@kpmg.fr

Caroline Mathieu

Director, FBN France

T. + 33 153531812

E: caroline.mathieu@fbn france.fr

Alexandre Montay
Director, METI

T. + 33 156260066

E: a.montay@asmep.fr

Germany

Dr. Vera-Carina Elter
Bereichsvorstand
Familienunternehmen, KPMG
Enterprise in Germany

T. +0211 475 7505

E: veraelter@kpmg.com

Dr. Daniel Mitrenga

Head of Department, Europe and
regions, Die Familienunternemer
T: +030 300 65 412

E: mitrenga@familienunternehmer.eu

© 2017 KPMG LLR a UK limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Greece

Vangelis Apostolakis
Deputy Senior Partner,
KPMG in Greece

T. +3021 06 06 23 78

E: eapostolakis@kpmg.gr

Ireland

Kieran Wallace

Partner,

KPMG Enterprise in Ireland
T. +353 1410 1932

E: kieran.wallace@kpmg.ie

Italy

Silvia Rimoldi

Partner, KPMG Enterprise in Italy
T. +39 348 3080203

E: srimoldi@kpmg.it

Luxembourg

LouisThomas

Partner, KPMG in Luxembourg
T. +352 22 51 51 5527

E: louis.thomas@kpmg.lu

Malta

Anthony Pace

Partner, KPMG Enterprise in Malta
T. +35 6 2563 1137

E: anthonypace@kpmg.com.mt

Caroline Zammit Apap

Senior Manager,

KPMG Enterprise in Malta

T: +356 2563 1151

E: carolinezammitapap@kpmg.
com.mt

Jean Philippe Chetcuti,
Director, Malta Association of
Family Enterprises

T. + 356 2205 6105

E: info@mafe.org.mt

Netherlands

Olaf Leurs

Chairman, KPMG Enterprise EMA
Network and

Tax partner,

Meijburg & Co,

KPMG in the Netherlands

T. +31 (0)62 120 1043

E: leurs.olaf@kpmg.com

Arnold de Bruin

Partner, KPMG in the Netherlands
T. +31 (0)65 333 0859

E: debruin.arnold@kpmg.nl

Albert JanThomassen
Executive Director, FBNed
T. +31 (0) 346 258 033

E: thomassen@fbned.nl

Poland

Andrzej Bernatek
Partner, KPMG in Poland
T. +48 22 528 11 96

E: abernatek@kpmg.pl

Portugal

Vitor Ribeirinho

Partner, KPMG in Portugal
T +351 21 011 0161

E: vribeirinho@kpmg.com

Marina de Sa Borges
Secretary General
Associacao das Empresas
Familiares

T +351 21 346 6088

E: marina.sa.borges@
empresasfamiliares.pt

Romania

René Schob

Partner, KPMG in Romania
T. +40 372 377 800

E: rschob@kpmg.com

Richard Perrin

Partner, Head of Advisory
KPMG in Romania

T. +40 (372) 377 800

E: rperrin@kpmg.com

Aura Giurcaneanu

Partner, Audit & Assurance,
KPMG in Romania

T: +40 (372) 377 800

E: agiurcaneanu@kpmg.com

Mihaela Harsan
Director, FBN Romania
E: mihaela@harsan.ro

Serbia and Montenegro

James Thornley

Senior Partner, KPMG in Serbia
T. +381112050510

E: jamesthornley@kpmg.com

Slovakia

Rastislav Began

Director, KPMG in Slovakia
T +421 905 444 512

E: rbegan@kpmg.sk

Spain

Ramaén Pueyo Vinuales

Partner, KPMG Enterprise in Spain
T: +34914563400

E: rpueyo@kpmg.es

Fernando Cortés

Director of Communications and
Corporate Relations

Instituto de la Empresa Familiar
T. +34915230450

E: fcortes@iefamiliar.com
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Switzerland

Reto Benz

Partner,

Head of Swiss market regions,
KPMG in Switzerland

T +41 58249 42 37

E: rbenz@kpmg.com

Luka Zupan

Partner, Head of Internal Audit,
Risk and Compliance Services,
KPMG in Switzerland

T. +41 58249 36 61

E: lzupan@kpmg.com

Turkey

Hande Senova

Partner, Head of Advisory
KPMG Enterprise inTurkey
T +90 212 316 60 00

E: hsenova@kpmg.com

United Kingdom

Ken McCracken

Director, Head of Family Business
UK, KPMG Enterprise in the UK

T. +44 7778 110832

E: ken.mccracken@kpmg.co.uk

Rohitesh Dhawan

Director, Geopolitics,

KPMG in the UK

T. +44 20 73111352

E: rohitesh.dhawan@kpmg.co.uk

Elizabeth Bagger

Executive Director,

Institute for Family Business

T. +44 20 7630 6250

E: elizabeth.bagger@ifb.org.uk
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate
as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.
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