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of the European family business barometer, a
collaboration between European Family Businesses (EFB)
and KPMG Enterprise.

This year, our annual survey received 1,613 responses from family businesses in

27 countries across Europe. We are encouraged to find that Europe’s business families
remain positive about the future of their companies and their families at a time of rising
economic and geopolitical uncertainties.

Family businesses are responding to an uncertain, changing world by prioritizing innovation,
training and education, and diversification. Sustainability is taking on greater importance for
many family businesses as well. This suggests to us that family businesses are determined
to stay highly relevant and intensely competitive on the world stage, adapting and thriving in
a fast-changing world.

At the same time, many respondents are preparing for one of the most significant periods
for any family business: succession. These family businesses are deeply involved in
determining how to transfer ownership, management and governance responsibilities to the
next generation and secure the future of both the business and the family. Inevitably, there
will be challenges to overcome — but we are confident family businesses will do so and lay
the foundation for decades of continued success.
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Business families are a critical part of the
European economy, a fact that is often
overlooked by pundits, analysts and market
watchers. In some European countries,
the majority of companies are family
businesses — and together, they form
vast and diverse groups across Europe,
from tiny two-person operations to huge
organizations that span the globe and
employ thousands. Family businesses
have long been part of Europe’s economic
and social fabric, and they will continue to
be so for many years to come.

In this eighth edition of the European
family business barometer, European
Family Businesses (EFB) and KPMG
Enterprise examine the important issues
facing Europe’s family businesses this
year. In addition, the report shares the
perspectives of family businesses on a
range of key matters, from overall business
confidence and business priorities to
succession and beyond.
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Remaining confident in an
uncertain world

In a world of widespread geopolitical, trade
and economic uncertainty, Europe’s family
businesses remain confident and upbeat.
More than half (59 percent) report rising
turnover in the prior year, while another

28 percent said turnover remained steady.

Business confidence is also strong:

62 percent of respondents are confident or
very confident about their business outlook
for the next 12 months. Optimism is
especially high among family businesses in
[reland (91 percent), Portugal (78 percent)
and the Netherlands (67 percent).

Innovation tops the priority list

Fostering innovation and developing

their workforces’ skills are top priorities

for Europe’s family businesses. Nearly
three-quarters of respondents (72 percent)
say becoming more innovative is very
important — or extremely important — to
their business over the next 2 years.
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This is especially true for larger family
businesses, who are more likely to be
competing on the global stage.

Family businesses are also committed to
ensuring their employees are equipped
with the knowledge and skills needed

to thrive in a rapidly changing work
environment where technology and

data are pervasive and competition

is increasingly global. In our survey,

64 percent of respondents said that
educating and training their workforce was
a key priority over the next 2 years.

This focus on the future is also driving
many family businesses (50 percent)

to make diversification a priority as

well. This is an indication that family
businesses are recognizing that their
core business, even as it continues to
thrive, may not provide the foundation for
growth over the long term. As customer
needs change, business competition
grows more intense, and technology
continues to disrupt industries, moving
into new products and services could
enable family businesses to sustain
strong growth and stay competitive.

This willingness to embrace and adapt to
change is of course a hallmark of many
family businesses, many of which have

survived and thrived through decades —
and even centuries — of social and
economic change. This capacity to
evolve has served family businesses well
for many years, and it will continue to do
so in the years to come.

Increasingly worried about
regulatory changes

While the war for talent and declining
profitability top the list of family
businesses’ concerns (63 and

62 percent, respectively), this year's
survey shows that regulatory matters are
of increasing concern as well.

As fears over a European recession grow
and nations start to look at their budgets
and plan for a potential downturn,
business families are wary. They will be
looking for signs of regulators’ moves to
improve tax transparency, update audit
regulations or even raise tax rates, all
steps that could have a significant impact
on the family business and the family's
wealth. As more family businesses begin
to look at succession planning, they

will be paying very close attention to
regulatory matters that could influence
how succession is structured.
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Succession on the mind

Over the next 5 to 10 years, the world
will experience a significant transfer

of wealth between generations as the
senior generation hands over control of
the family business and other assets to
the next generation. Not surprisingly,
succession is on the minds of many
European family businesses.

According to this year’s survey,

35 percent of respondents plan to pass
ownership of the business to the next
generation, and 33 percent plan to
pass on management responsibilities
as well. Notably, respondents feel that
dealing with the emotional fallout of
relinquishing ownership is the greatest
challenge (37 percent) they face in
handing over the reins.

The majority (62 percent) expect to name
a family member as the next president

or CEO — though that figure drops to

52 percent of family businesses with
1,000 employees or more. This may
reflect the fact that as family businesses
grow larger in an increasingly complex
business environment, family members
realize that it's time for non-family
executive leadership.
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KPMG Enterprise and European Family Businesses look at
these and other results of our European family business
barometerresearch in the pages that follow. We hope you
find the report useful and insightful as you chart your own
family business’ path forward.

If you have any questions, feel free to contact us or a local
adviser. For more on the report methodology, please see

page 42.

Jonathan Lavender

Global Chairman, KPMG Enterprise,
Global Co-leader, KPMG Enterprise
Family Business, KPMG International,
Partner, KPMG in Israel

Tom McGinness

Global Co-leader, KPMG Enterprise
Family Business, KPMG International,
Partner, KPMG Enterprise in the UK

Olaf Leurs
Tax Partner, KPMG Meijburg & Co,
KPMG in the Netherlands

Jesus Casado
Secretary General,
European Family Businesses (EFB)

Darius Movaghar
Senior Policy Advisor,
European Family Businesses (EFB)
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Trade wars, geopolitical uncertainty,
recession fears, rising populism, Brexit
and the climate crisis: in decades past,
any one of these could have triggered
economic slowdowns and rampant
business pessimism. Yet today, facing
all of these issues, Europe's family
businesses remain positive about the
future. Many of these families and their
businesses have weathered crises over
decades and even centuries of trade,
booms and busts. Their confidence
sends a powerful message to the rest of
Europe’s business community: We will
get through whatever comes our way.

Business confidence is improving:

53 percent of respondents feel confident
about their family business’ economic
outlook over the next 12 months,
unchanged from the previous two
surveys. However, a further 9 percent
feel very confident about the year

ahead — a sharp rebound from last year
(4 percent), but still well off the mark set
in 2017 (18 percent).

Irish respondents are far and away the
most positive of those we surveyed: 56
percent were confident about the next
12 months — and a whopping 35 percent
were very confident. The upbeat
sentiment is also seen in Portugal,
where 62 percent of respondents are
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confident about the year ahead and a
further 16 percent are very confident.

In the Netherlands, too, 62 percent feel
confident about their family business’
12-month prospects, with another

5 percent feeling very confident.
However, the outlook is not as rosy
elsewhere: for example, in Germany,
where recession fears continue to

take hold and industrial orders in some
sectors have been declining over the past
few months. Faced with uncertainty,
German family businesses — highly
conservative by nature — have begun to
pull back and slow down their spending.
Reflecting this mood, only 47 percent
of German respondents expressed
confidence in the year ahead, while

4 percent were very confident.

Turnover remains strong

One of the factors driving business
confidence among Europe’s family
businesses is the fact that turnover
remains strong. Fifty-nine percent

of respondents report that turnover
increased over the past 12 months — up
from 58 percent in 2018 and 54 percent
in 2016. Twenty-eight percent said
turnover remained steady over the last
year, a slight improvement over the
previous 2 years.
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Family businesses
sometimes struggle to
distinguish between
the needs of the
business and the
needs — or wants — of the
family. This challenge often
becomes easier to navigate as
the business grows larger, as
ownership disperses across
generations and non-family
members join leadership teams.
However, it's important for
family businesses of all sizes to
ensure they aren't automatically
combining business and family
interests. Sometimes, they're

not aligned. ,,

Jonathan Lavender

Global Chairman, KPMG Enterprise,
Global Co-leader, KPMG Enterprise
Family Business, KPMG International,
Partner, KPMG in Israel

Uptick in international activity

More than one-third (37 percent) of
family businesses surveyed report
increased international activity over the
past 12 months, led by those in Croatia,
Belgium, Ireland and Austria. That's up
slightly from 2018 (34 percent) but still
well below the 65 percent seenin 2016's
report. Respondents from Germany,

Finland and the UK were least likely to
have reported increased international
activity. International activity remains an
important part of many family businesses’
strategy moving forward: 35 percent

of respondents said that geographic
expansion was a key objective over the
next 2 years.
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How do you feel about your family business’ economic perspective for the next 12 months?

Neutral

o) .
53% o s W

Very
confident

J%

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG International, 2019.
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The war for talent once again emerged as
the leading area of concern for Europe’s
family businesses (63 percent). High-growth
companies are especially concerned:

73 percent of firms whose staff numbers
have risen by 20 percent or more cite the
war for talent as a top worry. Even firms
whose workforces have declined say
finding talent remains an important issue
(54 percent). The war for talent appeared

to be most acute in Belgium (84 percent),
Croatia (77 percent) and Ireland (79 percent),
while it's far less of a concernin Italy

(51 percent) and Switzerland (39 percent).

Second on the list are worries over
declining profitability (62 percent). Notably,
next-generation respondents appear to

be rather more concerned about declining
profits than the senior generation:

37 percent of the next generation felt

falling profits were an extremely relevant
concern — compared to only 26 percent of
their senior counterparts. This may reflect
the next generation’s belief that future
profits won't be driven by the core business
but will depend on diversification, innovation
and technology. In Italy, for example, where
declining profitability is a major concern for
family businesses, many business leaders
see technology as playing a vital role in
improving margins.

Regulatory change: a growing
concem for family businesses
However, concerns over regulatory

change cracked the top three this year

(60 percent) — a notable shift that suggests
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some anxiety among family businesses
regarding planned or potential regulatory
action in the future. This may in part reflect
anxieties leading up to the 2019 European
election, when the survey was actually
conducted; at that time, fears of a far-right
populist surge were at their highest, and
many worried about the policies that would
come in the wake of such an event.

While that populist surge failed to
materialize, there are other factors that

may be driving respondents’ concerns
about regulatory changes. The impact

of Brexit on the UK and EU continues to

be a source of unease for many family
businesses. Ongoing uncertainties over
trade wars, tariffs and other trade-related
disputes are areas of great concern for
European companies, family businesses
among them. Amid rising recession
worries, respondents are wary about
governments’ potential responses in case of
an economic downturn. They're also paying
close attention to any regulatory efforts to
improve tax transparency and update audit
regulations, measures that could have a
substantial effect on their businesses.

Political uncertainty was cited as a high area
of concern by 69 percent of UK respondents,
compared to 51 percent of respondents
across Europe. UK respondents are also
more concerned about currency instability
(42 percent) than their European peers

(32 percent). Given that 2019 has been

13

marked by significant Brexit-related political
turmoil, this comes as little surprise.

© 2019 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.



© 2019 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated



Family businesses want to keep control,
clearly. When it comes to financing
further expansion or other investments
in their businesses, a majority of
respondents prefer to do so through profit
retention (49 percent). This makes sense,
given that family businesses tend to be
more risk averse and — as one would
expect where some family businesses
are centuries old — they tend to be quite
good at thinking and planning for the

long term. That said, 41 percent said they
would also turn to bank financing or debt.
For 31 percent, financing could also be
provided through an injection of personal
or family equity, or a loan to the business.
One in four respondents (26 percent)
would also seek financing through
industrial alliances.

But while this might suggest that

family businesses are slowly opening

the door to financing alternatives, the
results indicate that, in reality, there's
little interest in seeking financing from
outside sources. While 18 percent of
respondents admitted they might seek
financing via equity or loans from external
partners, a mere 8 percent would turn to
the capital markets. This may speak to
family business’ wider concern over the
mid- to long-term prospect for Europe’s
economy; it could be that they believe the
company wouldn't be fairly valued by the
market. Or it may be simpler than that: a
great reluctance to — as they perceive

it — cede partial control or influence to
outside shareholders. The disinterest in
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Family business’
attitudes often hold
up a mirror to the
wider world. The
fact that so few
family businesses see capital
markets as a viable financing
option may reflect long-term
economic concerns. Perhaps
their reluctance regarding capital
markets is a sign that when
many family businesses look at
where things are heading, they
don't like what they see. ,,

Olaf Leurs
Tax Partner, KPMG Meijburg & Co,
KPMG in the Netherlands
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Family businesses
are deeply focused
on innovation.

We see many
German family
businesses getting involved
with innovation hubs and
partnering with smaller, more
nimble startups — whether
through direct investment,
sharing ideas, co-developing
products or other means.
Working with startups enables
family businesses to access
the ‘courage’ needed to move
fast, take risks and accelerate

innovation. ,,

Dr Vera-Carina Elter

Head of People and KPMG Enterprise,

KPMG in Germany

capital markets lessens somewhat as
family businesses grow; however, while
more than three-quarters of businesses
smaller than 250 people are uninterested
in capital markets, only 66 percent of
businesses larger than 1,000 people

feel the same way. This may reflect a
realization that as a business and its
ambitions grow, its need for funding can
only be met by turning to capital markets.

There are also differences between
family and non-family members in

terms of how they regard their business
financing options. Family members
expressed sharp distaste for capital
markets (78 percent) and equity interests
from other partners (60 percent); they are
not especially keen on industrial-alliance
financing (50 percent); and nearly a third

(31 percent) take a dim view of bank
financing. Non-family members share
family members’ skepticism over capital
markets (70 percent), but they're more
open-minded about industrial alliances
(41 percent), equity interests from
partners (54 percent) and bank financing
(23 percent). This may reflect non-family
members' different backgrounds and
experiences, greater familiarity with
alternative financing sources, or simply
the fact that they have no say in what the
family chooses to do with the business’
profits. We also expect that as the next
generation takes the reins at more and
more family businesses, their drive to
diversify will incline them to be more
open to new funding sources.
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Responses when asked how attractive the following financing options are:

A%

A%

& 8%

37

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG International, 2019.
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novation

remains the key
priority

It's a myth that family
businesses are stuffy
traditionalists afraid of
change. Family businesses
are absolutely focused on
innovation. The larger ones may be

a few steps ahead of their smaller
counterparts in this regard, typically
thanks to having more resources
available to them, but even smaller
family businesses have innovation on
the agenda. Families recognize that
innovation is key to managing risk,
driving revenue, overcoming falling
margins — and staying in business. ,,

Luis Silva
Associate Partner,
KPMG in Portugal

B A
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Fostering innovation and developing their
workforces’ skills are top priorities for
Europe’s family businesses, according to
our survey.

Nearly three-quarters of respondents
(72 percent) said “becoming more
innovative” was a very important or
extremely important priority for their
business over the next 2 years. This
drive is especially strong among larger
companies: 78 percent of companies
with 250 to 999 people and 80 percent
of those with more than 1,000 people
cited innovation as a top priority. Smaller
companies can find it more challenging
to make resources available to invest in
innovation or research and development,
as they're typically more focused on
growth and profitability.

Notably, innovation is seen as a

greater priority by the next generation
(48 percent) than the senior generation
(42 percent). This suggests that the
next generation is increasingly aware of
the critical importance that innovation,
particularly digital-powered innovation,
now plays in unlocking new growth
opportunities for any company in the
modern marketplace.

Almost two-thirds (64 percent) felt that
educating and training their workforce
was a key priority for their business. Once
again, larger companies are more likely

to see training as a priority: 77 percent of
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those with more than 1,000 people plan to
make workforce training a top objective.
This push for workforce learning reflects

a welcome ambition to ensure family
businesses’ workforces are equipped

for the future of work, acquiring the skills
needed to be productive in a world of
ubiquitous technology and data and a
global marketplace.

Fifty percent of respondents overall
also believe that diversification into new
products or services would be a priority
over the next 2 years, and 35 percent
cited geographic expansion as a key
objective over the same period.

Overall, larger businesses are more likely
than their smaller counterparts to be
focused on innovation, developing their
people, diversification and geographic
expansion. While this could suggest that
larger family businesses have greater
growth ambitions and are more willing

to embrace dramatic change, it may

also reflect the fact that these larger
companies face greater competitive
pressures globally and must push further
to achieve growth. It would seem to us
that family businesses of all sizes have an
eye on the future — and they recognize
that while the core business may continue
to thrive, it may not sustain the growth
desired in the long run.
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Innovation and workforce training are
inextricably linked. Family businesses
- need the right people to drive innovation;
‘l. investing in training and education helps
them develop people with the skills and
knowledge needed to unleash creativity and spark
new ideas that can drive business growth.

Ramon Pueyo Vinuales
Head of Sustainability and Corporate F
Governance and Head of Family Business,
KPMG in Spain

n;‘ b = 0 muw.um,_h
- widb

e ol
il ¥ - H:J&up

¥aic ks s
Wit sa

© 2019 KPMG International Cooperative (“KPMG International ). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated




How important are these key priorities over the next 2 years?

30%

Entering
into new
geographica|
Markets

Diversifying
into new . .
products/services Educating and
training the
workforce

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer,

KPMG International, 2019.
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investment plans

Family businesses'’
independence

and autonomy can
be a tremendous
advantage when
making investment decisions.

If the business needs to invest
in order to respond quickly to
changing conditions, the family
can choose to do so in an instant,
at least in theory. Because

to be that responsive, family
businesses need to ensure they
have the funding and resources
required in the first place — and
be willing to spend the money
when the time comes. ,,

Silvia Rimoldi
Partner,
KPMG in Italy

© 2019 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.

Wal U




Though they seem more reluctant to
commit resources than in previous years,
Europe's family businesses intend to
concentrate their investments over the
next year on three main areas: their core
business (27 percent), innovation and
technology (25 percent), and their people
(22 percent). Rounding out the list are
international expansion (13 percent)

and diversification (12 percent). This
suggests that Europe’s family businesses
see innovation as a critical component

of achieving profitable growth going
forward, which we would expect to see in
today's business environment.

Smaller family businesses are more likely
to invest in the core business: while

23 percent of large (1,000 people or more)
companies plan to invest in the core
business, that figure rises to 30 percent

Eighth edition | 2019

of family businesses with 50 people or
less. This is not surprising, in that bigger
family businesses are more likely to be
going up against larger companies in
different markets around the world, and
investments beyond the core business are
required to stay relevant and competitive.
At that level, these non-core investments
become essential for survival, not simply
for growth.

It's also interesting to note that 8 percent
of family businesses that have experienced
staff reductions in the past 12 months

are planning to invest in people over the
next 12 months; this compares to only

1 percent of family businesses that grew
0-20 percent in the past year and 5 percent
of those that grew more than 20 percent
over the same period.

23
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In the next 12 months, what do you plan to invest in?

o T
v 5%

) |
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%

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG International, 2019.
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Family businesses are sometimes unfairly thought of as
being too traditional or behind the times. Nothing could be
further from the truth. Europe’s business families may have
deeply historical roots, but they're always looking towards
the future. You can see that in their desire to see the EU
intensify efforts to ensure young Europeans get the education and
skills they need to be prepared for the jobs of tomorrow. ,,

Udo Vetter
President,
European Family Businesses (EFB)
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Succession is an important and often
challenging subject for any family
business. Being confronted with the
reality of transferring business control to
the next generation, and then stepping
away from the business, is one of the
most difficult moments for any family
business leader. Some wrestle with
the transfer until the very end. Not
surprisingly, the decisions that arise
around how to pass on management,
oversight and ownership of the family
business can generate extensive —
and often passionate — discussion, as
decision-makers navigate the interests
of both the business and the family
itself.

KPMG Enterprise and EFB professionals
expect succession to continue to be a
critical topic for family businesses across
Europe and around the world over the
next 5 to 10 years. During this period,
the world will see one of the largest ever
intergenerational transfers of wealth
take place. Globally, US$15.4 trillion

is expected to be transferred by

2030; US$3.2 trillion of which will be
transferred in Europe.” Needless to say,
business families will be spending more
and more time determining how best to
pass that wealth to the next generation.
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Older family
businesses still have
family members

in charge, but this
may become less
common in the future. Families
will increasingly feel that they
need outside expertise to

help the business navigate

a complex and constantly
changing environment. As
businesses grow more global
and more digital, external
executive leadership can

bring the experience, skills

and independent perspective
needed to innovate, take
strategic risks, and prosper. ,,

Tom McGinness

Global Co-leader, KPMG Enterprise
Family Business, KPMG International,
Partner, KPMG Enterprise in the UK

"Wealth-X, A Generational Shift: Family Wealth Transfer Report 2019.
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According to this year's survey, What transition options are you considering for the family business?
35 percent of respondents say they
intend to pass ownership of the
business to the next generation —

and 33 percent plan to pass on
management responsibilities to the next
generation as well. Fewer respondents
(27 percent) say they plan to transfer
oversight responsibilities to the next
generation, perhaps indicating the senior
generation’s desire to keep a close
watch on things.

As these figures suggest, the family
business successions to come may not
simply be a matter of passing the baton
to a son or daughter. While 84 percent

of family businesses currently have a
family member as president or CEO,
only 62 percent feel a family member
will occupy that role in the years to
come. Interestingly, while more than
two-thirds (69 percent) of larger, older
family businesses — those with 1,000 or
more employees — have a family CEO at
the helm today, only 52 percent expect
that trend to continue. This may indicate
that as Europe’s family businesses grow
larger in an ever more complex business
environment, the families behind those
businesses are now recognizing the need

for a robust executive leadership, even No answer Passing the Passing the Passing the

. ] . given governance of management of ownership of the
if that comes from outside the family. the business to the business to business to the
Bringing ina non-family CEO can also be the next generation the next generation next generation

a way to defuse tensions among family
members, especially for older businesses
spanning five or six generations.

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG International, 2019.
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However, most family companies will
elect to appoint a family member as
CEO when there's little to distinguish
between family or non-family
candidates, or there's no added value
to bringing in an ‘outsider.” The drive to
preserve and sustain the culture at the
heart of the family business is deeply
ingrained and not something most
families would tinker with lightly.

Family businesses beginning
to adopt formal mechanisms

Over the years, a variety of structures,
practices and documents — e.g. family
offices, formal boards of directors

and family constitutions — have been
suggested as a means to assist families
with the management and governance
of the family business, including
succession. Yet family businesses seem
remarkably reluctant to adopt these
measures.

Only one-quarter of family businesses
overall report having a shareholders’
agreement (26 percent) or formal
board of directors (24 percent). While
shareholders’ agreements are slightly
more common among smaller family
businesses, boards of directors are
more common in family businesses
employing 250 people or more.

This latter trend makes sense, for

as companies grow larger and more
complex, so do their governance needs,

© 2019 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.

eventually requiring a more formal board
to be put in place.

Seventeen percent hold structured
family gatherings, and 12 percent
have a family constitution in place

to guide them. Ten percent have
established a formal advisory board.
Only 8 percent of family businesses
overall have a family office, according
to respondents — although this rises
to 14 percent of younger (i.e. less than
20 years old) family businesses.

This relatively low adoption of various
governance structures is surprising,
although the results may reflect
respondents’ differing interpretation of
what these terms mean. The fact remains
that companies of all sizes benefit from, if
not outright require, proper governance,
and family businesses are no exception.
True, many family businesses may not
wish to put a family constitution in writing,
preferring instead to act according to an
unwritten constitution comprising various
norms, traditions and precedents. In

Italy, for example, more than 20 percent
of family enterprises operate with a sole
administrator, and the families see little
reason to change their approach. This

sort of ‘natural’ informal or implicit way of
governing the business may work — up to
a point. When these informal methods are
no longer sustainable, family businesses
need to look at more formal structures.
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™  Family businesses
- know that to lead the
=/~ company, you need
f someone exceptional.
You need someone
very talented and hardworking
who has outstanding business
acumen. Those aren't inherited
qualities. Sometimes, they're
found in the next generation of
the family — but sometimes
the right leader might be found
somewhere else, outside the
family.

Vangelis Apostolakis
Deputy Senior Partner,
KPMG in Greece
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However, the absence of other
mechanisms is worrisome — particularly
the apparent lack of boards of

directors at so many of Europe’s family
businesses. Boards are especially
valuable to a business, providing

the oversight, sober reflection and
independent perspective companies
need to remain true to their values,
achieve their objectives, and avoid
unnecessary risk. To run a business
without such oversight seems to invite
trouble, even if it has worked well
enough until now. Any family business
should invest the time and resources

to establish more formal governance
practices. Even those businesses
currently operating under informal
practices should do so now, so that both
the family and the business have time to
'test’ the new mechanisms and ensure
they function effectively, well before the
business reaches the point where they
become necessary.

Succession planning raises a
number of challenges

When it comes to transitioning
management or governance of the
family business, respondents say

the biggest challenge is finding the
right person for the job: 32 percent

of respondents feel it's difficult — or
extremely difficult — to identify a
successor. Respondents representing
both the senior generation and the
next generation agree on this issue.
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Family members are less likely to
believe finding a successor will be hard:
51 percent feel identifying a successor
won't be difficult, a sentiment shared by
only 44 percent of non-family members.
Surprisingly, motivating the successor
is also seen as a significant challenge by
29 percent of respondents — a matter
both the senior and next generations
also agree upon. The obvious question
to ask in relation to this figure: If the
successor is difficult to motivate, why
are they the successor?

Respondents also cited concerns over
training the successor to take over
the business (26 percent) and family
conflicts related to the succession

(24 percent). It's notable that the

next generation is more concerned
about these matters than the senior
generation, particularly around family
conflict. In fact, 32 percent of senior
generation respondents felt managing
family conflict would not be at all
difficult, compared to 18 percent of
those in the next generation.

The next generation is also more
concerned than the senior generation
about supporting management through
the transition period (20 percent

cited this as a challenge overall)

and maintaining good relations with
stakeholders (15 percent). The concern
over supporting the successor is
understandable: The next generation
will want the business to reflect
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their values, and may worry that the
successor will instead reflect the senior
generation’s values. This may be less of
a concern if the successor is part of the
next generation, of course.

Family members also display much
more optimism that most succession
challenges can be overcome, compared
to non-family members. Forty-six
percent feel it won't be difficult to
support management through the
transition, compared to 32 percent

of non-family members. Over half

(54 percent) of family members see
little difficulty in maintaining good
stakeholder relations during the
succession, compared to 44 percent of
non-family members. And 40 percent
of family members don't anticipate
much difficulty in training the successor,
whereas only 26 percent of non-family
members feel the same way.

Ownership succession poses a
different set of challenges for Europe’s
family businesses. The greatest
challenge, according to respondents,
is dealing with the emotional fallout of
relinquishing ownership (37 percent).
Surprisingly, the senior generation
seems to be more at ease with the
idea of the hand over: 28 percent of
senior-generation respondents say it
won't be difficult at all to relinquish
ownership of the business, in contrast
to 12 percent of those in the next
generation.
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Family businesses

are starting to look at

and adopt governance

practices from larger,

listed companies,
though the rate at which they're
doing so varies depending on the
country and the family's culture
and traditions. One reason is
that as businesses grow larger
and more complex, the need for
structured oversight becomes
more acute. However, perhaps
the most significant factor is
that families realize they need a
well-structured plan in place for the
massive intergenerational wealth
transfer that will take place over
the next decade.

Daniel Trimarchi

Program Director,

KPMG Enterprise Global Centre of
Excellence for Family Business,
KPMG International




32 European family business barometer

Managing the tax implications of the
family business’ hand over is another
key concern surrounding ownership
succession: 35 percent of respondents
see this as a key challenge, though the
senior generation appears to be less
concerned about this issue than the
next generation.

The senior generation is also less
worried about managing family conflict
arising from the transfer of ownership.
Overall, 22 percent of respondents
feel soothing family tensions will

prove challenging — yet 31 percent of
senior-generation respondents don't
believe there will be much difficulty.
Only 12 percent of the next generation
share their optimism. Respondents
from smaller family businesses

appear to be more relaxed about
managing family conflict: 50 percent
of respondents from businesses with
fewer than 50 employees feel handling
the issue won't be difficult, compared
to 36 percent of respondents from
businesses employing 1,000 people

or more.

How difficult do you think the following will be considering the
transition of the family business management and governance?

%

Family conflicts
regarding
succession

207

Training/supporting
the successor(s) in
the role

0%

Supporting the
current
management
in transition

9%

Motivating
the successor(s)

[0

Maintaining good
relationships with
stakeholders

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer,

KPMG International, 2019.
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307

Identifying
the successor(s)
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How difficult do you think the following will be when considering the transition of family ownership?

Managing external stakeholder expectations

Managing legal difficulties

Managing family conflicts regarding the transition

Identifying the future owners

Financing the transfer of ownership

Managing tax liability/burden

Relinquishing the ownership
(emotional attachment)

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG Interhational, 2019.
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cneratio

(mis)alignment
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Generational conflict is nothing new:

Each generation often sees the world
through very different lenses. Europe's
family businesses aren'timmune to the
phenomena — though, according to our
survey, the families surveyed seem to be of
similar minds in many ways.

Overall, a solid proportion of respondents
feel aligned or extremely aligned on their
business’ future direction on a range

of areas: new products and services

(54 percent), corporate social responsibility
(53 percent), business strategy (49 percent),
family involvement (49 percent), succession
(46 percent), financing growth (46 percent)
and leadership style (40 percent). Alignment
is greatest around corporate social
responsibility and family involvement.

The senior generation is more likely than
the next generation to feel positively
about intergenerational alignment. It

is also noteworthy that the larger the
family business, the more likely it is that
respondents report strong alignment
between the generations. That's not to say
there aren't hints of conflict between the
generations: 13 percent of next-generation
respondents say the generations aren’t
aligned around financial growth, and

9 percent of the senior generation would
agree with them.

The senior generation’s comparative
positivity, which we have observed
throughout this year’s survey, may be a
consequence of their experience — they've
‘seen itall’ and watched their businesses
weather countless business cycles and
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economic booms and busts. Alternatively,
however, the senior generation may be so
upbeat because they simply don't recognize
that things aren't as rosy as they think

they are; or they're not being honest with
themselves. The senior generation of many
family businesses can often turn a blind eye
to the concerns and perspectives of the next
generation, leading to miscommunication,
frustration and potential conflict. Meanwhile,
the next generation may well be burdened
by expectations to reproduce or surpass

the senior generation’s success with the
business, and wondering how to accomplish
this in a world that seems, to them,
incredibly uncertain.

KPMG Enterprise and EFB professionals
both view succession as a process, not

an event. No matter how well they think
things are going, the senior generation
should make a concerted effort to bring
the next generation into the business at an
earlier point. The senior generation needs
to relinquish some control and allow the
next generation to find their role or place
within the business; this enables the next
generation to find their footing while the
senior generation is still around to support,
advise and guide them. That said, the senior
generation should take care to listen to the
ideas and concerns of the next generation
with an open mind, and not dismiss those
ideas and worries too casually. Instead,
engage with the next generation, bridge
the gaps, and work together to address and
alleviate the next generation’s concerns
about the business and their place in it.
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SUStananil

moves towards
center stage

No one can deny the
rising importance

of sustainability to
businesses of all
kinds across Europe,
not only family businesses —
and not simply because many
companies are required to
report on sustainability matters.
If you're a family business of
any size, especially one focused
on the consumer market, you
can be absolutely certain that
sustainability is important to
your customers. If you're not
focused on sustainability, you

should be. ,,

Patrick De Schutter

Partner, Head of Family Businesses
and Regional Development,

KPMG in Belgium
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Sustainability is definitely on the minds of
Europe’s family businesses: 37 percent of
respondents say that sustainability is very
important to their company’s strategy —
and another 16 percent say it's extremely
important. Moreover, sustainability takes
on even greater importance the larger the
family business. While 45 percent of family
businesses employing under 50 people say
sustainability is very or extremely important
to their strategy, 66 percent of those with
1,000 people or more say the same.

That’s not to say smaller family businesses
take a dimmer view of sustainability;

it may reflect the fact that they simply

don’t have the time or resources to focus
on the issue. A business that's trying to
manage margin pressures may find it much
harder to focus on sustainability matters.
This suggests that Europe’s smaller
businesses — family-owned or not — could
use more support and help to become more
sustainable, from financial incentives to
advisory support and beyond.

Europe’s business families commonly
take great pride in contributing to the

© 2019 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.

well-being of their communities, and take
great care with their reputation in those
communities. Businesses also recognize
that sustainability is a key factor in attracting
and retaining younger talent. Yet while

it's not surprising that respondents pay
attention to sustainability, it's notable that
this sustainability push is different. It's being
driven by next-generation family members,
who have grown up in a world facing climate
change and are convinced that the climate
crisis and sustainability will be critical and
that transformational forces will impact both
business and society. As a result, the next
generation is determined to ensure their
companies perform well on environmental
issues and corporate social responsibility.
The next generation'’s sustainability
interests increasingly extend beyond the
business itself to encompass how and
where the family itself invests; considering
the significant wealth to be transferred to
the next generation, this could send ripples
across Europe’s business community.
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Europe's family
businesses may not
% see climate change as
@ a major priority for the
"2 EU at the moment,
but that's likely to change as the
next generation takes control. The
next generation is more deeply
committed to sustainability and
environmental issues, and we
expect to see them demand
more action from the European
government on these issues.

Jesus Casado

Secretary General,
European Family Businesses (EFB)
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With Europe’s 2019 elections now past

and a new European Commission and EU
Parliament taking shape, Europe’s family
businesses are eager to see politicians make
trade a priority. Thirty-five percent feel the
EU’s key priority should be completing the
single European market, a matter of particular
importance to large companies. Twenty
percent believe the EU’s main priority should
be taking the lead on championing global
free trade; that figure rises to 30 percent of
UK respondents, perhaps reflecting Brexit
anxieties.

Twenty-one percent of respondents feel

the EU's top priority should be ensuring the
education system is preparing students for
the jobs of the future. Given the importance
of sustainability to many family businesses’
strategy, itis rather surprising to see only

13 percent of respondents say the EU’s
priority should be leading on climate change.
Few respondents expressed interest in
regulating the digital economy, either: a
mere 10 percent felt this area should be a top
priority for the EU.

[t's encouraging to note that what family
businesses would like to see from the EU
aligns well with the reform program outlined
by the incoming European Commissioner
and the EU Parliament. Expanding and
strengthening the single market, taking
concerted action to support free trade across
Europe and around the world, and investing
in ensuring Europe’s younger generations are
equipped to thrive in a digital world — these
initiatives are good for the future prosperity of
Europe and Europe’s family businesses.
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Europe’s business

families know

what they want

the European

government — and
by extension, Europe’s national
governments — to focus on.
They want to see the single
European market completed.
They understand that the
single market is essential to the
ongoing, long-term success
of their businesses and the
European economy overall. ,,

Darius Movaghar
Senior Policy Advisor,
European Family Businesses (EFB)
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confidently towards
tomorrow e
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Family businesses have long played a can continue to grow and succeed over
key role in Europe’s economy, and over the long term: focusing on innovation,
\ decades and even centuries they have investing in upgrading the skills and
| demonstrated the long-term perspective  education of their workforce, and
needed to thrive in all conditions. They expanding beyond the core business on

have, in many cases, seen it all. And we which their success has been built on.
can use their experience as a guide to
what's to come, and how to navigate the
challenges that arise.

Family businesses have endured
precisely because of their skill at
anticipating the need to evolve with

Europe’s family businesses still see the times, and all companies — and
cause for optimism in the short term, countries — should learn from their

and other companies should use their example. Europe and the rest of the
confidence as an inspiration. At the world face many significant economic,
same time, family businesses are also environmental and social changes, and it
sending a clear signal on what they is time to be bold and evolve.

believe will be important to ensure they
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Slhodoiogy

The European family business barometeris based on the results of an online survey. In total, 1,613
completed questionnaires were received during the period 13 May 2019 to 19 July 2019. This is the
eighth survey of its kind to be conducted measuring trends among European family businesses.

This year’s questionnaire was developed with the support of the SPRING team (EU-funded project,
Erasmus+ KA2 Knowledge Alliances, www.euspring.eu).

Respondents’ profiles

1. Which generations of your family are
currently involved in the following roles

within your family business:

1.1 In ownership?
~ Ist generation 28%

2nd generation 34%
‘3rd generation 20%
__4th generation 9%
~ 5th generation 6%
‘No answer given 3%

1.2 In governance?

~ 1st generation 26%

2nd generation 36%
‘3rd generation 21%
" 4th generation 8%
" 6th generation 6%
‘No answer given 3%

1.3 In management?
~ 1st generation 24%

2nd generation 35%
‘3rd generation 22%

= 4th generation 8%
l ~ 5th generation 6%
e - ‘No answer given 5%

2. Concerning the ownership structure

of your business:

2.1 What is the percentage of

the family’s ownership?

i Less than 256% 2%
26%-49% 4%
50%-99% 22%
100% 70%

‘No answer given 2%
2.2 What is your family business?
Listed 6%
Non-listed/privately held 91%

No answer given 3%

3. How long has your family
business been operating with
family ownership?
Less than 20 years 13%
20-50 years 39%
50-100 years 32%
" 100-200 years 13%

Note: Numbers have been rounded to the nearest whole number.
Source: KPMG Enterprise European family business barometer, KPMG International, 2019.

4. What is the approximate annual
turnover of the family business?

Less than €10m 28%

Between €10m and €560m 28%
_Between €50m and €200m 24%

More than €200m 17%

No answer given 3%

5. Approximately, how many people do you
employ (the equivalent of full-time employees)?
.. Less than 50 27%

 50-249 33%
250-1,000 21%
Over 1,000 16%
[ No answer g?ven 3%

6. Are you a family member?

Yes 77%
_No20%

No answer given 3%

7. Which generation do you
represent in your family business?

| am a non-family Director/employee 16%
Next generation 34%
Senior generation 40%

None of the mentioned above 8%

No answer given 2%
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If you would like more information about the study, please contact a family business adviser listed in the pages that
follow. KPMG Enterprise and European Family Businesses (EFB) look forward to continuing this project and shedding
more light on this important sector for Europe. We hope that you will continue to contribute to our survey.

Responses from the following
countries have been analyzed:

— Andorra Luxembourg
— Austria Malta
— Belgium Netherlands
— Bulgaria Norway Finland
— Croatia Poland e
— Cyprus Portugal .....Norway
— Czech Republic Romania
— Denmark Serbia
— Finland Slovakia
— France Spain Ireland Denmark
— Germany Switzefland -
— Greece Turkey United Kingdom « Neg iR oland
— lreland United Kingdom e
— ltaly Luxembourg Belgium Y Czech Republic
Germany Slovakia
Switzerland sk Aomants
France _Croatia
. Aplaga Serbia_, Bulgaria
oYM U U
Seal traly
Turkey \
Greece
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/A\DOU EFB

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 organization was created in 1997 and represents EURT1 trillion in aggregated turnover, 9 percent of European gross domestic
product. EFB’s mission is to press for policies that recognize 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

ADOU KPMG Enterprise

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
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As with your family, your business doesn’t stand still — it
evolves. Family businesses are unique. KPMG Enterprise
Family Business advisers understand the dynamics of a
successful family business and work with you to provide
tailored advice and experienced guidance to help you
succeed.

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

International

Jonathan Lavender

Global Chairman, KPMG Enterprise,
Global Co-leader, KPMG Enterprise Family
Business, KPMG International,

Partner, KPMG in Israel

T: +972 (3) 684 8716

E: jonathanlavender@kpmg.com

Tom McGinness

Global Co-leader, KPMG Enterprise Family
Business, KPMG International,

Partner, KPMG Enterprise in the UK

T: +44 20 76945453

E: tom.mcginness@kpmg.co.uk

Olaf Leurs

Tax Partner, KPMG Meijburg & Co,
KPMG in the Netherlands

T: +31(0)62 120 1043

E: leurs.olaf@kpmg.com

Melany Eli

Director, Strategy, Marketing and
Communications, KPMG Enterprise,
KPMG International

T: +1 416224 4673

E: melanyeli@kpmg.ca

Daniel Trimarchi

Program Director, KPMG Enterprise Global
Centre of Excellence for Family Business,
KPMG International

T: +1416777 3816

E: danieltrimarchi@kpmg.ca

Europe

Jesus Casado

Secretary General,

European Family Businesses (EFB)

T: +34 915 230 450

E: jcasado@europeanfamilybusinesses.eu

Darius Movaghar

Senior Policy Advisor,

European Family Businesses (EFB)

T: +32289397 10

E: dmovaghar@europeanfamilybusinesses.eu

Udo Vetter

President,

European Family Businesses (EFB)

T: +32(0)2893 97 10

E: president@europeanfamilybusinesses.eu

Andorra

Alexandre Haase
Director,

KPMG in Andorra

T: +376 81 04 45

E: ahaase@kpmg.com

Joan Tomas

Director,

Empresa Familiar Andorrana (EFA)
T: +376 8081 36

E: joan.tomas@gaudit.ad

Austria

Yann-Georg Hansa
Partner,

KPMG Enterprise in Austria
T: +43 131332 3446

E: yannhansa@kpmg.at

Peter Humer

Partner,

KPMG Enterprise in Austria
T: +43 7326938 2212

E: phumer@kpmg.at

Belgium
Patrick De Schutter
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Partner, Head of Family Businesses and

Regional Development,
KPMG in Belgium

T: +322 7084928

E: pdeschutter@kpmg.com

Croatia

Zoran Zemlic

Director,

KPMG Enterprise in Croatia
T: +385 15390 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
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Czech Republic
Martin Hrdlik
Partner,

KPMG Legal in the Czech Republic

T: +420 222 123 392
E: mhrdlik@kpmg.cz

Denmark

David Olafsson

Partner,

KPMG Enterprise in Denmark
T: +45 5215 0066

E: daolafsson@kpmg.com

Klaus Rytz

Partner,

KPMG Enterprise in Denmark
T: +45 3038 0332

E: klausrytz@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

Eric Thouvenel

Head of Family Business,
KPMG Enterprise in France
T: +33 155682002

E: ethouvenel@kpmg.fr
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Caroline Mathieu

Director,

FBN FRANCE
T:+33153531812

E: caroline.mathieu@fbn-france.fr

Alexandre Montay
Director,

METI

T: + 33156 26 00 66
E: a.montay@m-eti.fr

Germany

Dr Vera-Carina Elter
Head of People and KPMG Enterprise,
KPMG in Germany

T: +49 211 475 7505

E: veraelter@kpmg.com
Marc Fink

Senior Manager,

KPMG in Germany

T: +49 711 9060-42324
E: mfink@kpmg.com

Dr Daniel Mitrenga

Head of Department, Europe and regions,

Die Familienunternehmer e.V.
T: +49 30300 654 12
E: mitrenga@familienunternehmer.eu

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 14101932

E: kieran.wallace@kpmg.ie

Johnny Hanna

Partner,

KPMG Enterprise in Ireland
T: +442890893812

E: johnny.hanna@kpmg.ie

Italy

Silvia Rimoldi
Partner,
KPMG in ltaly

T: +39 348 3080203
E: srimoldi@kpmag.it

Luxembourg

Louis Thomas

Partner,

KPMG in Luxembourg

T: +3522251515527

E: louis.thomas@kpmg.lu

Malta

Anthony Pace

Partner,

KPMG Enterprise in Malta

T: +356 2563 1137

E: anthonypace@kpmg.com.mt

David Pace

Partner,

KPMG Enterprise in Malta

T: +356 2563 1160

E: davidpace@kpmg.com.mt
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Netherlands

Arnold de Bruin

Partner,

KPMG in the Netherlands
T: +31 6 333 0859

E: debruin.arnold@kpmg.nl

Albert Jan Thomassen

Executive Director,

FBNed | FamilieBedrijven Nederland
T: +31 346 258 033

E: thomassen@fbned.nl

Norway

Svein Wiig

Partner,

KPMG in Norway

T: + 47 4063 9326

E: svein.wiig@kpmg.no

Tonje Christin Norrvall
Partner,

KPMG in Norway

T: + 47 4063 9223

E: tonje.norrvall@kpmg.no

Poland

Andrzej Bernatek
Partner,

KPMG in Poland

T: +4822 528 11 96

E: abernatek@kpmg.pl

Portugal

Luis Silva

Associate Partner,
KPMG in Portugal

T: +351 220102329

E: luissilva@kpmg.com

Marina de Sa Borges

Secretary General Associacdo das
Empresas Familiares

T: +351 21 346 6088

E: marina.sa.borges@empresasfamiliares.pt

Romania

René Schob

Partner, Head of Tax and Legal,
KPMG in Romania

T: +40372 377 732

E: rschob@kpmg.com

Ramona Jurubita
Country Managing Partner,
KPMG in Romania

T: +40372 377 795

E: rjurubita@kpmg.com

Serbia

Ivana Manigodic
Partner,

KPMG in Serbia

T: +381 11 20 50 535

E: imanigodic@kpmg.com

Slovakia

Marek Masaryk
Executive Director,
KPMG in Slovakia

T: +421 918912 064

E: mmasaryk@kpmg.sk

Spain

Ramon Pueyo Viiuales

Head of Sustainability and Corporate
Governance and Head of Family Business,
KPMG in Spain

T: +34 914 56 59 40

E: rpueyo@kpmg.es
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Fernando Cortés

Director of Communications and
Corporate Relations Instituto de la
Empresa Familiar

T: +34 915 23 04 50

E: fcortes@iefamiliar.com

Switzerland

Reto Benz

Partner, Head of Swiss market regions,
KPMG in Switzerland

T: +41 5824942 37

E: rbenz@kpmg.com

Roman Wenk
Partner, Audit,
KPMG in Switzerland
T: +41 582495303
E: rwenk@kpmg.com

Turkey

Onur Kugiik

Partner,

KPMG in Turkey

T: +90 2123166000

E: onurkucuk@kpmg.com

United Kingdom

Tom McGinness

Global Co-leader, KPMG Enterprise
Family Business, KPMG International,
Partner,

KPMG Enterprise in the UK

T: +44 207 6945453

E: tom.mcginness@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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