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Abstract

The aim of this paper is to understand how family firms in Italy and Peru prepare for generational
change, by comparing three companies from each of these countries. After a theoretical analysis, having
examined and compared the literature to define the family business, the business family and the
generational change, an empirical analysis has been made using a quantitative survey (STEP 2013-2014)
and its model, which makes a revision of a set of constructs, to identify if there is transgenerational
potential in the business families. From the comparison of the six companies it appears that, contrary to
what was initially thought, there are no such relevant differences. They are only diverse approaches to
different problems of the same phenomenon. It is concluded that the six companies have an adequate

transgenerational potential and are ready for a successful generational change.
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Introduction

Over the years, a growing number of international studies on family businesses have been
conducted. In a review, Wortman (1995) found 144 family business studies focused on different
countries; 84 (58%) focused on the United States, Canada or the United Kingdom, and all were
single country studies. From this, Wortman concluded:

«At present, there are practically no comparative studies about family businesses across
cultural boundaries, ethnic borders and national boundaries. Are there really differences
in the ways in which family businesses operate at sub-national, national or global levels?
In what environmental or organizational contexts do family businesses operate more

successfully?».

Since then, more studies have emerged focusing on family businesses in several nations and
with greater consideration of contextual factors. Centeno-Caffarena (2006) found 120 articles
published between 1977 and 2006 that examined the role of the institutional context of nations
in family enterprises. A third of the studies involved the United States, but also other nations:
Spain (15%), China (6%) and United Kingdom (6%). The institutional factors most frequently
examined were culture (17%), values (15%), gender (14%), conflict (10%), networks (8%) and
social capital (6%).

In light of emerging evidence, Smith (2008) issued a call for «<new empirical studies that control
the context», noting that «the differences between family and non-family businesses may be
less than many previous studies have indicated and that differences in industry and differences
between countries may be more important».

Family businesses represent a generalized form of organization in the world economy
(Beckhard and Dyer 1983; Ciambotti 1991; Shanker and Astrachan 2004) and they help define

the level of employment, application models and educational schemes in many countries (Ward
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1987; Heck and Stafford 2001). Many of these companies are affected by the aspirations and
values of the family (Chua and Chrisman 2003).

One of the most important and at the same time critical moments for a family business is the
change of generation. It is a problematic and complex phenomenon that requires being able to
be approached with the planning and the knowledge of the ideal strategic alternatives.
Succession can be a key opportunity to spread the innovative spirit in the company and to
initiate the process of change, which was carried out in accordance with a future-oriented logic,
combining continuity and renewal, tradition and innovation.

The aim of this paper is to find out if there is any similarity between the six companies (three
Italians and three Peruvian companies) by using a research carried out by STEP PROJECT,
starting from the premise that generational change is the most difficult step for a family
business. Given the number of companies studied, this work is not and does not want to be a
statistical reference of what happens in Italian and Peruvian family companies, but only a
starting point to reflect on the arguments that support this research.

STEP is a global research project led by Babson College that began in 2005. It is aimed at
studying business families specifically in their transgenerational venture, which is the ability to
grow and generate social and economic value and perpetuate this entrepreneurial legacy for
many generations. It aims to understand the transgenerational nature of business groups and
families by determining how they foster the creation of new entrepreneurial initiatives over the

time.

Family businesses and business families

In the nineteenth century, and indeed in the twentieth century, economic activity was so
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dominated by family businesses (Harris 2000) that it was not necessary to give it a specific
name to distinguish it from other legal and organizational forms. Only from the interwar period
(Berle and Medios 1932), with a growing interest in property and control separation, historians
and business management specialists have differentiated family businesses from other business
categories. All definitions have been developed to analyze the specific transition,
intergenerational, financial commitment, strategic control, and so on. However, it is absolutely
clear that property is only part of the history (Gallo 1995).

When we talk about family businesses we do not refer to a homogeneous group of companies.
Although similar traits can be identified, family businesses have a number of differences that
involve some characteristic elements such as size, structure, management and governance. The
heterogeneity that characterizes them makes difficult any form of classification. Many authors
have defined the family business (Handler 1989; Chua and Chrisman 1999).

Recently, researchers have shown that it is misleading to see “family business” as a generic
phrase, easily translated across economic and cultural boundaries. In fact, the definition of
family business may vary internationally, and the form of family ownership may display
different capacities in specific societies. Therefore, it is important to avoid a rigid definition of
family businesses that masks the impact of family members on strategic decisions (Colli,
Fernandez, and Rose 2003).

Among the various definitions, the conceptual model proposed by Tagiuri and Davis (1992) is
of a particular importance. The two authors have developed a simple linear model, according
to which the business of a family can be represented by the intersection of two systems: family
and business. Each system has its own rules, its own values and its own organizational structure.

The problems of the family arise because the same individuals have obligations in both systems
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and because at the same time the company must dedicate itself to its own activities, and meet
the needs of the family. Tagiuri and Davis (1992) have also explained that in many family
businesses there is a distinction between ownership and management. Some family members
own, but do not participate in management; others are not owners, but run the business.
Consequently, the distinction between ownership and management could be as important as
that between family and company. This distinction leads to the definition of a new model that
describes family business as the result of three distinct but overlapping systems: business,
property and family.

Often, the founder integrates the company into his life, as a personal thing, which is based on
his creative abilities and sacrifices. It is from this context that often takes a contradictory attitude
of the owner who, on the one hand, is aware of the need to adapt to the evolutionary cycles of
his business and his life and, on the other, is reluctant to leave the command to the new
generations.

In most cases, the first generation of family entrepreneurs had built their businesses through
intuition rather than programming business development, supported by a risk appetite. The
founder's experience in his business is not found in those who have followed. Having lived this
experience in the company as the first (as the father of the first-born), it is believed that the
governance of the firm can only take place in itself, centralizing all decisions (paternalistic
system). Consequently, the transfer is difficult to manage because there is no alternative that
has the same “historical value” or that is capable of assuming the responsibilities that have been,
until now, only for the founder. In addition, the entrepreneur facing the first generational change
faces obstacles that refer more to his executive capacity (will) than his strategic capacity

(intelligence) (The generational continuity of the SME).
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In the literature, other important distinctions are presented between family businesses and
business families. It is a different perspective than usual to study and examine family
businesses. However, despite the many differences, they share the fact of having to manage the
generational change.

The business family, unlike the family business, seeks that the descendants not only inherit
ownership and, in many cases, the possibility of working in the company, but also acquire the
necessary capacities so that they can replicate what the founders did. That is, they acquire the
skills to start new businesses and integrate them into the family patrimony, if they wish. In this
case, the rules that regulate the family-business relationship contemplate a series of additional
aspects that contribute to the business group being maintained over time. The aim of all the
business families is to achieve the continuity of the “entrepreneurial enterprise” in the future
and for that reason they put the necessary means to foster the business growth.

In the early years of the family business, it is logical to confuse business and family values, as
a member of the family is also the founder and manager of the business. However, as both the
size of the company and the composition of the family increase due to the generational increase,
it becomes necessary to differentiate both figures. Relationships among family shareholders
become more complex as companies evolve and the leadership that in the first generation
relapses without any doubt into the founder is diluted. This evolution in the life of the family
business has led to the identification of three stages (Ward 1991).

The first stage (founder/controlling entrepreneur) is characterized by the confusion that occurs
between management and ownership. The main concerns of the shareholders are the protection
of the spouse in case of the founder death, inheritance and everything related to succession and

leadership. At this stage, the overlap between family and business interests often occurs. The
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formal family organization is often not very necessary because since communication occurs
automatically.

In the second stage (siblings’ society) the division of actions takes the form of this type of
society, where the main concern is to keep teamwork and family harmony. They begin to
differentiate the family interests of the business interests. It is at this stage when processes must
be established to formalize future management systems and governments.

In the third stage (cousins’ consortium or family dynasty) the distribution of the property is
complex, which causes the appearance of different types of shareholders belonging to the
family, creating an atmosphere full of stress. It is at this stage when it becomes absolutely
necessary to establish adequate instruments to avoid the end of the family business.

Table 1. Evolution in the life of the family business

OWNERSHIP STAGE SHAREHOLDERS’ KEY PROBLEMS
Leadership transition. Succession.
STAGE ONE:
Spouse protection.
founder/founders
Inheritance planning.
STAGE TWO: Keep teamwork and harmony.
sibling society Support family ownership.
Succession
STAGE THREE: Tradition and family culture.
cousins’ consortium Resolution of family conflicts.
Participation and roles of the family.
Relation with the business.

The important changes that take place in markets and the different factors of competitiveness
require new responses from families and companies. Generational change can be an opportunity

to modernize management. The transition does not have to be traumatic and, in fact, if properly
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prepared, it can be experienced as a time when the family and the company develop, with

renewed strength and continuity, the results of a lifetime's work.

Italian and Peruvian family businesses

Family businesses represent a key component of the region's economy on all continents, not
only in terms of numerical incidence but, above all, for its contribution to the GDP and
employment (see Table 2).

Table 2. Contribution to the GDP and employment

% family businesses of total
Continent % GDP % employment
enterprises

Europe 85 70 60
57 USA

North America 90 57
60 Canada

Latin America 85 60 70

Middle East 90 80 70

57 South of Asia
Asia-Pacific 85 NA
32 North of Asia

Source: EY - Family Business Yearbook, 2014.

Italian businesses

Itis estimated that in Italy family businesses are approximately 784,000, corresponding to more
than 85% of all the companies, and about 70% have an influence on the employment. An
important difference compared to the main European economies is represented by the reduction

in the use of managers outside the family: 66% of Italian family-owned companies have all
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management integrated by family members, whereas in France this situation is found in 26%
of companies and in the UK only 10%.

In Italy, family ownership and control remain important in both large and small companies. It
is also interesting that the recent privatization process of the state conglomerates has
considerably expanded the section of Italian industrial capitalism “controlled" by family
businesses. Some very dynamic, family-owned companies such as Benetton, Del Vecchio
(Luxottica glasses), Riva and Lucchini (special steels) bought large sections of the former state-
controlled conglomerates in the industry and distribution of iron and steel. On the other hand,
the development of hierarchies within the dispersed productive structure of the industrial
districts, of which some larger organizations are emerging, does not in any way question the
traditional structure of the family (Colli, Fernadndez, and Rose 2003).

In the study carried out by PwC in 2014, the conclusion was that only 9% of Italian family
companies have a solid and documented succession plan; 58% of companies have not yet
tackled the issue. And one family out of four does not have a procedure for conflict
management; 46% of Italian family companies plan to transfer management to the next
generation. The important data are that less than a third of companies survive the first

generational change and less than one-fifth surpasses the second generation.

Peruvian businesses

In Peru, there are about 660,000 family businesses that correspond to almost 90% of companies
throughout the country. Due to their great expansion, these generate 75% of the national GDP.
The study carried out by PwC (2014) also indicates that 50% of medium-sized family
businesses are professionalized or intend to be, while 30% have a family protocol and only 10%

have a strategic plan. 59% of Peruvian family businesses are not willing to sell their businesses
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to third parties, a percentage higher than the 41% obtained from the global survey. Eighty-six
percent of family businesses in Peru have at least one procedure and/or mechanism to deal with
conflicts (which is slightly higher compared to the world average: 83%). Focusing on the
generational change, according to the study elaborated by the Inter-American Development
Bank - IDB and the Chamber of Commerce of Lima - CCL, the important data are that only
30% of the family companies follow along with the second generation and only the 5% to the

third (Jaramillo 2014).

Succession

Succession of companies should be considered as a process that requires careful planning
(Barach and Gantisky 1995; Ip and Jacobs 2006), whose purpose is to ensure continuity.
Numerous international studies (Beckhard and Dyer 1983; Kets de Vries 1993; Le Breton-
Miller, Miller, and Steier 2004; Ward 1987) found that there is a high risk of company closure
during the succession phase to the second generation and even more so to the third generation
of the family.

However, not all business succession processes determine the continuity of the organization
within the same family of origin. In fact, in order to ensure survival, the entrepreneur might
find himself in need (for lack of financial resources and/or lack of a valid successor) or
opportunity (in the case of cost-effective sales price and/or low prospects of profits) to sell the
company to third parties (Lassini 2005). In this situation, the continuity of the business is
guaranteed by the sale of the company, but it results in the loss of the relationship with the
family.

The success of generational change centers on the ability of the family to continue its existence
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over time because one or more descendants of the same family can take control of it
(Corbettal995).

In medium-large family businesses, succession may also involve the entry of external managers
to entrust all or part of corporate governance (Compagno 1999). In small family businesses, for
economic and affective reasons, generational change is generally carried out by transferring
ownership and control of the enterprise to a child or children, identified as successors, whose
capacity depends on the company's profit outlook and its own survival.

Although when we speak about succession, the real limits of the company do not appear in a
defined way, in a theoretical process of succession three main phases can be clearly identified
(McGivern 1978). The endurance and essential importance of these phases depends on the
specific characteristics of the family business, on the sector of reference, the competitive
environment, the organizational structure, the stage of development of the company and, above
all, the personality of the entrepreneur and the influence of the whole family (Del Bene 2005).
A first phase, prior to succession, can be identified at the moment when the entrepreneur
realizes that he must delegate his own position. This awareness can arise from the foundation
of the company, something that denotes a positive attitude with which the entrepreneur aims to
promote business continuity over time, or in a negative sense, that the entrepreneur notices he
is no longer heard or simply pretend to perpetuate his position in time.

The second phase of the process begins when the company identifies the potential successor
figure within the family. This identification can be a source of family conflicts, as well as a
source of problems of acceptance by the corporate structure. It should be noted that this phase
is not always clearly separated from the previous one, in which the entrepreneur can develop a

preference for the person to whom he intends to entrust the entrepreneurial role; but he may
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prefer not to show his preference to avoid conflictive situations and to achieve a gradual and
natural acceptance of the successor by the other members of the family and the whole
organizational structure. In the latter case, it is possible that this second stage begins without
the formalization of a successor, but with the tacit identification of a person as a potential
successor.

The third phase, later identified as the succession, is characterized by taking the real power of
the successor (or successors). In this phase, coexistence between the old and the new generation
can also be determined for a certain period of time. For succession to be considered as such, it
is necessary that there had been a change of role between the two generations. It follows that
the ancestor who continues to operate within the corporate structure simply has to play a
supportive role, without affecting the decision-making or the autonomy management of the
successor who took over the business function. However, if the successor does not have
adequate business skills and talents at this stage, the beginning of the decline of the family
enterprise can be identified, with the consequent reduction of future income prospects. On the
contrary, succession can also be a development opportunity for the family business, realizing
product innovations, processes or organizational changes required by the competitive
environment, which is essential to keep the use of new skills in position of the successor or
increase the competitiveness of the company over time.

According to some authors and numerous empirical studies (Boldizzoni, Cifalino, and Serio
2000; Dyck et al. 2002; ARMAL 2003; Cucculelli 2004), succession can generate processes of
change that strengthen the business formula and consolidate the sources of competitive

advantage (Compagno and Gubitta 2004). The transition at the strategic apex can and should
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be seen as an opportunity to simplify and improve the company or to introduce the necessary
changes to ensure adequate levels of competitiveness in the medium and long term.

By reinforcing the business culture, succession of members can provide the basis for long-term
strategies that reduce knowledge transmission costs. However, if business leaders have gathered
training and experience within the company or family circle, this may restrict the company's
ability to respond to external challenges or alter the internal organization. Training and
experience within the company must be balanced with the contacts network of an outgoing
business leader who can be commercial, financial or knowledge-based and that represents an
element of the company's intangible assets (Colli, Ferndndez, and Rose 2003).

It is ironic that the process is so conflicting since one of the main objectives of internal
succession in family businesses is to reduce uncertainty by maintaining family control.
Although it is not the only factor determining the survival or prosperity in family businesses,
the tumultuous nature of the generational transition has been identified as one of the main
reasons why family businesses are often short-lived (Gallo 1998).

Ultimately, it is desirable that generational change could be seen not as a threat or as a mere
rotation at the apex or as an opportunity to revolutionize society, but as a physiological stage in
the family business life cycle, essential for its development and integration of the strategic path

that it intends to carry out.

STEP model

Within the empirical analysis, six companies (three Italian and three Peruvian) were selected

for an investigation carried out by the STEP project.
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The STEP project was created in 2005 by seven academic institutions. By 2015 there already
were 40 academic institutions from five regions in the world, with 175 researchers involved.
STEP is aimed at educating business families, focusing on their ability to create social and
economic value, and to perpetuate this entrepreneurial legacy for many generations. The
objectives are focused to understand the transgenerational nature of business groups and
families, to determine how they foster the creation of new entrepreneurial initiatives over time
and to identify the best family practices aimed at generating, maintaining and transmitting the
entrepreneurial spirit throughout generations.

To achieve the objectives, STEP proposes a transgenerational entrepreneurship model that

especially includes these key components:

Particular emphasis on the family as a unit of analysis, thus broadening the scope of analysis

beyond the individual and organizational level.

—  The business mindset from the family.

— The influence of the family on founds and the use of resources.

— Contextual factors such as industry, community culture, the stage of family life and the
family participation.

— Performance and value creation measured in terms of business, financial and social

performance as antecedents of the transgenerational potential.

STEP investigation used by this study was presented in February 2015. The survey was completed by
1043 participants, out of a total of 4162 eligible, with a response rate of 25.06%. The study was carried
out by research teams of the countries where the STEP project is located, which had direct contact with
the participating family companies.

STEP PROJECT focuses on families motivated to change that have at least a second generation, with

an ownership of at least three family members and another one in management.
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Figure 1. Revised case STEP form

Family life stage

—~

Family involvement
/| Entrepreneurial

orientation
* Autonomy
* Innovativeness
* Risk-taking
* Proactiveness
* Aggressiveness E Botioniiics
* Entrepreneurial Transgenerational
I « Financial potential
i * Social
Familiness: Resources >

and capabilities
* Financial capital
¢ Human capital
 Physical capital

Industry = Social capital
* Knowledge capital
* Cultural capital
* Intangible capital
Community e
culture Environment

Source: STEP, 2013-2014.

Businesses’ profiles

For the present study, business families were selected according to the relevant information,

regarding the following criteria:

e one family runs a single company;

¢ in the company they are simultaneously active at least two generations;

e there has been a generational change desired by the family and not required by force
majeure;

o profiles of two different generations of the same family are present in the research.

What also characterizes the family companies that participate in this survey is their long-term

vision, their flexibility and independence to make timely decisions, their entrepreneurial spirit,
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their commitment to society and workforce, their values and culture, the close relationship with
their staff and clients, as well as being a guide for the family.

The data used for the comparison are the result of a selection of more than 100 questions
addressed to family companies chosen by the STEP project. By comparing the responses of the
six companies selected using the STEP model, | was able to the trace of each family member's
profile and the calculation of their transgenerational potential was possible.

The limited number of cases, obviously, does not allow for statistically significant results.
However, it is considered that the analysis of these cases can provide interesting reflections.
Companies! selected are synthetically described in Table 3.

Table 3. Companies description

Company Sector Characteristics Involved Interviewed
generations

Company 1 Commerce Control: 70% family 1°,2°y 3° Founder (1° gen.)

Peru Employees: 123 Director (2° gen.)
Sales: $1M-$5M

Company 2 Construction  Control: 100% family 1°,2°y 3° Director (2° gen.)

Peru Employees: 20 Employee (3° gen.)
Sales: $500K

Company 3 Construction  Control: 100% family 1°y2° Founder (1° gen.)

Peru Employees: 40 Director (2° gen.)
Sales: $5M-$10M

Company 1 Commerce Control: 70% family 1°y 2° Founder (1° gen.)

Italy Employees: 20 Director (2° gen.)
Sales: $1M-$5M

Company 2 Textile Control: 100% family 3°y4° Director (3° gen.)

Italy Employees: 130 Director (4° gen.)
Sales: $10M-$15M

Company 3 Construction  Control: 100% family 1°,2°y 3° Founder (1° gen)

Italy Employees: 15 Director (3° gen.)
Sales: $10M-$15M

Source: STEP 2013-2014 survey.

! For a privacy issue, all the companies in the STEP project are not identified. Therefore, in this study we have
used fancy names to differentiate them.
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Entrepreneurial orientation

Entrepreneurial orientation (EO) represents, qualifies and characterizes the health status of
business innovation ecosystems.

Entrepreneurship encompasses all the people within the company. The entrepreneurial
orientation refers to the attitude of the managers and executives of the company, as members
of an organization with rules and procedures, to accommodate and encourage the emergence of
business ideas. Numerous experimental studies state that a high business orientation
corresponds to better results in terms of sales, market share and size of companies (Rauch et al.
2009).

Initially, EO had only three constructs —innovation, risk and proactivity— that should
covariate positively for EO to manifest it. Later, in the mid-1990s, Lumpkin and Dess (1996)
extended the domain of the EO construct, including two additional dimensions: competitive
aggressiveness and autonomy.

Autonomy

Autonomy can be understood as an independent action by an individual or team to launch an
idea or a vision and carry it through to completion (Lumpkin and Dess 1996). In other words,
it is about the ability and willingness to decide freely for oneself to pursue market opportunities.
Within the conceptual framework of the EO, autonomy has a very important role in boosting
the strengths of a company, identifying opportunities that are outside the organization's
capabilities and reinforcing to carry out new projects that improve business practices (Kanter
1983). Thus, autonomy reinforces innovation, stimulates start-up of business projects and
improves competitiveness and efficiency within organizations (Burgelman 1984).

In our case, for Italian and Peruvian business families, autonomy is not a sensitive issue that
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matters much. In particular, Peruvian companies do not support individual efforts or
autonomous working groups, nor do they encourage individuals to become autonomous.
Mainly, in Company 2 Peru, it is observed that the best results do not happen when the person
and/or the group decide for themselves, but when there is a comparison between the
collaborators. The relevant issue is that the third generation thinks that they should not work
with much autonomy and that it is not necessary to give employees so much autonomy. The
lack of autonomy is also noted by comparing the number of informal meetings that the family
organizes, which is a number higher than the average of the rest of the companies in the study.
Innovation

The key factors of innovation are vision of the future, shared vision and commitment to
learning, so that it does not limit or punish a company's employees for making mistakes (Wang
2008). Innovations, which reflect the result of a dimension that has gained importance in recent
years due to the rapid movements of markets and the changing needs of customers, can be
classified, according to their focus, as external and internal.

With the available data for the companies examined, we can focus mainly on external
innovation. It can be seen that Peruvian companies are most often the first in their own market
to introduce new services/technologies (especially Company 1 Peru and Company 1 Italy). On
the other hand, Italian companies have introduced new lines and more changes in
products/services in the last five years. This can be justified by the greater competition that the
market imposes on the companies to diversify and to attract more clients with a constant
innovation.

Comparing the responses of the different generations, we see how the last generation has a more

positive and innovative vision than the previous generation. This can be justified by a more
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open mindedness of the new generation, and the technological progress that is increasing over
the years.

Assumption of risks

Risk assumption consists of daring actions, such as venturing into the unknown, massive
contracting and compromising resources in launching new products with a high degree of
uncertainty (Rauch et al. 2009). In other words, it typifies the degree of willingness of
management to compromise enterprise resources when the decision has a considerable
probability of failure (Lumpkin and Dess 1996).

In the case of family businesses, the idea that these types of companies assume the risk in a
different way has been widely accepted. This is because management and ownership are not
separated as well as the family nature of ownership and management (Carney 2005). Naldi et
al. (2007) state that family businesses are more risk-averse because most of the family’s wealth
is often invested in the firm, fully supporting the hypothetical financial losses of failed
investments.

These theses are not fully validated by the companies examined; in fact, the six companies are
trying to encourage mostly low-risk projects (Italians rather than Peruvian ones), with prudent
behavior to minimize the likelihood of costly decisions. Peruvian companies, moreover, explore
the environment with gradual actions more than the Italian ones. Therefore, there is evidence
that these organizations are not as risk-averse as literature claims when it comes to family
businesses. This is justified by the claim that in such a competitive market, a wrong decision
could endanger the life of the company.

Proactivity

Proactivity refers to processes that aim to anticipate and operate in future needs, by seeking
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new opportunities that may or may not be related to the usual line of action, the introduction of
new products and brands —before the competition— and the elimination of operations, which
are strategically in the stages of maturity or decline of the cycle of life.

In the case of family firms, Zellweger and Sieger (2010) said that the pattern of proactivity is
dynamic, with periods of low levels of proactivity and other phases of well-studied movements.
The level varies depending on the generation owned by family businesses, and this level of
proactivity can be quite widespread.

In addition, Short et al. (2009) indicates that large family firms exhibit lower levels of
proactivity compared to non-family ones. This conclusion is in line with the fact that defensive
strategy is the most common strategic approach employed by family firms.

The companies studied play a moderately important role in identifying and selecting
opportunities, limiting themselves to encouraging people and/or teams to make decisions
regarding business opportunities, without constantly consulting their supervisor(s) On the
contrary, Company 1 Peru tries to play an important, active and, above all, faster role than its
competitors in the individualization and choice of opportunities.

Competitive aggressiveness

Competitive aggressiveness refers to the tendency of a company to challenge its competitors in
a direct and intense way in order to outdo competitors in its sector (Lumpkin and Dess 1996).
Competitive aggressiveness can take different forms. All of them are based on acquiring larger
market shares and customers attacking the weaknesses of competitors in order to reduce their
ability to compete, and also to anticipate and respond to what an aggressive rival company
hopes to do in the future ( Hughes and Morgan 2007).

In the case of family businesses, their views and ways of acting tend to be different from non-
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family ones. Within this dimension there are at least two different behaviors. One is the
adoption of an aggressive attitude in order to undo the position of the competitors, while the
other behavior is the attitude known as “live and let live” (Covin and Covin 1990).

This latter form is the one that best represents Peruvian companies, more oriented towards an
approach that tries to avoid any kind of confrontation with competitors. They are not
particularly aggressive and competitive. They simply observe the actions of the competitors
and take sporadic actions to obtain business from them.

As Martin and Lumpkin (2003) argue, participation in company control by different generations
affects the intensity level of this dimension. In fact, as later generations become involved in the
family business, competitive aggressiveness tends to be less. This is confirmed by comparing
the responses of the two generations of companies.

Familiness and resources

Analyzing family businesses, we can observe the existence of a set of resources that
differentiate each of these organizations from other companies. This set of resources can be the
product of the constant interaction between the company and the family. Habberson and
Williams (1999) characterize this set of resources, which he calls familiness and is defined as
“that set of resources that are distinctive of a company as a result of its implication in a family”.
If we analyze the resources that will integrate the family, they must necessarily be those that
can characterize the organizations. Thus, far from referring to any type of tangible asset, which
may be available to any organization, they should be limited to certain intangible assets and
capabilities and, in particular, to knowledge-based resources. If we consider the set of resources
that will compose the familiness, it is easy to verify that these are valuable resources for the

company; heterogeneous, since they are characteristic of each organization; imperfectly mobile,
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especially because of belonging to a family of the company; and difficult to reproduce by other
companies, especially because of their causal ambiguity.

STEP considers in its model of familiness seven resources that, combined, make each company
a unique and distinct entity.

Financial capital

In companies ruled by a small number of people, the owners control the management of capital
and the distribution of profits in a particular way. This control can mean an advantage (generates
expectations of long-term gains) or a disadvantage (conflicts between shareholders who
demand capital and managers who prefer to reinvest). Financial capital should take into account
aspects such as debts, money flow, strategic alliances and other ways of managing the capital.
Four of the six business families considered in this research have total control of the financial
capital of the company; the other two, one Italian and one Peruvian, have 70%. All with
sufficient freedom to manage capital, having control over all financial movements.

From the STEP survey data, it can be seen that there is no significant difference between firms
in terms of availability and control of financial capital. It can be seen that for Peruvian
companies it is more important to reinvest most of the profits in the company, used mainly to
renew the productive processes.

Family culture in the company

The culture of an organization is formed by the beliefs, ways of acting, rules, etc., that create
the internal environment of the company. The culture components discussed include values,
vision, behavior, and traditions of the family and organization, especially those related to the
impact the family has on the company.

The positive reputation of the business family is fundamental. This is a requirement that is not
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only found in the six companies analyzed, but is present in most companies in Peru. Good
reputation is considered a discriminator to highlight the competition.

In Italian companies, it was found that the impact of the family on the identity and harmony of
the company is stronger and evident.

Intangible capital

The ability of a company to realize its strategy depends, in the definition, on the non-material
factors —intangibles— of the firm's capital. Intangible capital does not directly participate in
the generation of value, but generates it when it joins other intangible factors. Its value depends
on the goals of the company and its ability to achieve them; this makes objective measurement
difficult.

Intangible capital includes several aspects: the network of contacts with people and
organizations that are not part of the company (suppliers, customers, stakeholders) and what is
defined as human capital: a set of knowledge, skills, abilities, emotions that each collaborator
puts at the disposal of the company, being the mentioned the main ones. The education,
experience, skills and learning capabilities of family members and non-family members
working in or with the company reflect the knowledge and skills retained by the family
members.

From the interviews with the selected family companies, it was demonstrated that they consider
essential that employees have experience and are sufficiently aware of the productive process
in which the company operates. Only Company 1 Peru does not think it necessary to choose

informed employees (this, because the company organizes training courses).
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Performance

The performance of family businesses, as well as the ability to create value, has been the subject
of intense international debate for several years (Yu et al. 2012; O'Boyle, Pollack, and
Rutherford 2012; Gedajlovic et al, 2012; Mazzi 2011; Zellweger, Eddleston, and Kellermanns
2010). The wide spread of the phenomenon, the particular nature of family businesses, the
complexity of the resources derived from the interaction between family and company systems
and the contrasting effects that are being realized on the performance of the business have
encouraged the proliferation of a debate on the relationship between familiarity and
performance. Despite the profusion of studies, the literature has not achieved consistent results
(O'Boyle et al. 2012; Chrisman, Chua, and Steier 2005). Some research has shown the existence
of a positive relationship between family participation and performance (Van Essen, Van
Oosterhout, and Carney 2011; Sraer and Thesmar 2007; Martinez, Stohr, and Quiroga 2007);
however, others have shown that the family effect has a negative impact on the firm's
performance (Westhead and Howorth 2006; Filatotchev, Lien, and Piesse 2005). Others reveal
that there is no significant relation, evidencing that the family character may not be sufficient
by itself to explain the performance of the company and that, therefore, the focus of the research
must move in the search for variables and/or moderators of relationship mediation (Villalonga
and Amit 2006; Daily and Dollinger 1992).

Like the literature, the case studies that have been analyzed reflect uncertainty about the
performance of family-run companies. In reference to the performance of the three years prior
to the interview, there is a strong difference between the six companies when comparing them

with the competition. In Company 2 Italy, for example, the growth of its sales has been
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considerably smaller than the one of its competition. Company 1 Italy, on the other hand, it has
had a much better sales increase than its competitors in the last three years.

In general, Peruvian companies have had a greater financial growth over their competitors than
Italian companies, and are distinguished because of a greater attention on the subject of social
performance, trying to reduce the environmental impact of production and educating their

employees on the matter.

Conclusions

In order to study the generational change, which represents the most significant moment of
change for family companies, this work analyzes it in several aspects. The objective that has
guided our research has been to enrich the debate on the issue of generational change in family
businesses, comparing Italian and Peruvian companies, in search of identifying any similarity
or difference in the management and approach to succession.

In general, the six companies examined do not show great diversity in the management of
generational change. For example, in macro-themes such as family relations that influence the
life of the company, we can point out that there is a particularity (the low harmony and low
development of the new generation in Company 2 Italy), but they are identified in a single
company and that does not characterize the others.

It is worth noting that Italian companies focus more on management practices, trying to
constantly improve performance, with the aim of increasing sales, neglecting the intangible
aspects such as the development of human capital and family life, aspects in which Peruvian
companies focus more.

For a family business to have transgenerational potential, it is essential to maintain good
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relations among family members. This relationship allows the sustainability of the company. It
is observed that in the six companies studied, the first generation strives to transmit the basic
values of the family to their children. These values are projected to companies. Family members
respect family business partners and care about communicating with them constantly.

All the interviewees of the last generation, who theoretically would have to manage the
companies, are willing to maintain the entrepreneurial spirit. They are aware of the importance
of maintaining control of the organization among the family.

With the results obtained, we can once again validate one of the most supported theses in the
literature: the succession and generational change represents one of the most important
moments in the life of a family business because it is and it can be a crossroads between the
continuation of business activities and the closure of the company, so that companies live this
with fear and concern.

Figure 2. Mean values of the responses for the model variables

Mean values of the responses for the
model variables

EMTREFREUMER ORIENTATION FAMMILINESS AMND RESOURCES FERFORMAMCE

mitaly mPeru
Source: STEP Survey 2014 Own elaboration

Only by planning and considering it, not as a threat or as a mere rotation, but as a physiological

stage in the family business life cycle, succession can be a key opportunity to spread the
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innovative spirit in the company and to initiate the process of change carried out according to
a logic oriented to the future, where continuity and renewal, tradition and innovation are
combined.

Finally, the available data have not been sufficient to obtain a clear and definite idea of each
company, but it can be said that the six companies investigated have a good transgenerational

potential and are ready for a successful generational change.
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