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FOREWORD
A message from the Chair of the IFB Research Foundation

As the UK begins to recover from the COVID-19
pandemic, the resilience and long-term focus of
family firms means they are sure to play a critical
role in the UK’s economic recovery. This latest
report from Oxford Economics and the IFB Research
Foundation sheds light on the vital contribution
family firms make to the country’s prosperity. There
is new evidence here on the use of technology and
R&D among family SMEs, suggesting they may act
as important drivers of innovation.
To date, little is known about how COVID-19 has
affected family-run firms in the UK. Whilst the
data used in this report were collected prior to the
pandemic, it includes some preliminary analysis of
the likely impact on the sector - whilst most family
businesses will have continued to trade, many others

are likely to have temporarily closed or ceased
trading for good. Clearly, we need to know much
more about how the sector has been affected by the
pandemic and the government’s response to it.
The current crisis has brought into sharp relief
the wider social role of business. Our upcoming
report on the community impact of family firms
will build on learning from this sector report,
helping us better understand the ways that family
firms engage with the communities they are
embedded in.
I hope you enjoy reading the report.
Sir Michael Bibby
Chairman, IFB Research Foundation
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EXECUTIVE SUMMARY
This report quantifies the importance of family business to the UK economy.
It begins with an analysis of the sector based on the most recent available data
(for 2018). We also look at SME family businesses’ performance expectations as
reported in the Department for Business, Energy and Industrial Strategy’s (BEIS)
Small Business Survey (SBS), and their strategies for the future – including new
evidence on their investment in research and development (R&D) and innovation
activities. The study also reviews the challenges they are expected to face.
It should be noted, however, that the BEIS survey data used in our analysis was
conducted between July 2018 and January 2019, over a year before the coronavirus
lockdown measures were introduced on 23 March 2020. We therefore conclude
this report by discussing how the family business sector has been affected by the
pandemic. While government measures to tackle the pandemic in the UK are
still in place, this can only be a very preliminary analysis pending the emergence
of new data on the impact of the pandemic on the UK business sector and family
firms in particular.

HEADLINE RESULTS
In 2018, there were some 5.1 million family-owned
businesses in the UK. This represents 87.6 per cent
of the country’s private sector firms.
The family business sector employed 14.2 million
people in 2018 – more than half of all employees in
the private sector, and almost 39.9 per cent of the UK’s
total employment that year.
The family business sector earned more than £1.9
trillion in revenue in 2018. This equates to 43.5 per
cent of the private sector’s total turnover that year.
As a result of all this economic activity, we estimate
that UK family businesses contributed £657 billion to
UK gross domestic product (GDP) in 2018. This is 43.4
per cent of the private sector’s total GDP contribution,
and 30.7 per cent of the UK’s total GDP that year.

We estimate that family-owned businesses paid the
Exchequer £196 billion in tax receipts in 2018. This
is more than 25.7 per cent of the Government’s total
revenue that year.
The sector is more important in some regions and UK
countries than others. For example, family businesses
provided more than 62 per cent of all private sector
employment in the South West and Wales, compared
with 51.6 per cent across the UK as a whole.
Similarly, its importance varies across UK
industries. In 2018, the highest concentration of
family businesses was in the transportation and
storage sector, with 95.7 per cent of private sector
firms being family-owned. The construction sector
ranked second at 93.9 per cent.
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WHAT DO FAMILY-OWNED SMALL AND MEDIUM-SIZED
ENTERPRISES (SMEs) LOOK LIKE?
Each year, BEIS undertakes a survey on the
performance of SMEs. This suggests SME
family firms play an important role in promoting
opportunities for women in the workplace. In 2018,
81.1 per cent of all SME family firms had at least one
woman in a leadership role (defined as an owner,
partner, or director). Moreover, 22.6 per cent of
family-owned SMEs described themselves as being
“women-led”. Both figures significantly exceed the
equivalent findings for non-family SMEs, at 52.6 and
14.4 per cent respectively.
However, family firms are less successful in
providing senior roles for people from ethnicminority groups. Only 5.8 per cent of family SMEs
had a director, owner, or partner from an ethnicminority group in 2018, with just 4.8 per cent saying
they were “ethnic-minority led”. Both figures are
lower than for non-family-owned SMEs, at 10.4 and
6.7 per cent, respectively.
SME family firms are heavily dependent on
domestic customers. The BEIS survey evidence
shows that 81.1 per cent of family-owned SMEs
were entirely reliant on custom from the UK, while
only 18.9 per cent had exported a good or service in
the previous 12 months. Furthermore, these sales
typically provided only a relatively small proportion
of their total revenue. For 59.7 per cent of this cohort
of family SMEs, foreign earnings provided less than 10
per cent of their total revenue in 2018.
According to the 2018 Small Business Survey, a
much higher proportion (35.3 per cent) of family
firms had increased their turnover over the
previous 12 months than had experienced a decline
(19.2 per cent).

Compared with these turnover patterns, the
survey shows much less volatility in family SMEs’
hiring and firing decisions. Some 65.4 per cent of
SMEs with employees had not altered the numbers
they employed over the previous 12 months. Of those
that did, 22.2 per cent had increased the numbers
they employed, while only 12.5 per cent had reduced
the size of their workforce.
Family-owned SMEs have remained important
drivers of innovation in the UK. Some 23.7 per cent
had brought new and improved goods and services
to market over the previous three years, and 21.0 per
cent had significantly improved their own processes
for producing or supplying goods and services.
However, both shares are slightly below those of their
non-family-owned SME counterparts.
The survey also revealed that 15.1 per cent of
family SMEs had invested in R&D over the last
three years. Of these firms, 20.2 per cent had applied
for R&D tax credits, of which 82.2 per cent were
successful in their applications.
Access to external finance is often a challenge
for small firms. Some 11.6 per cent of family-owned
SMEs reported that they had sought external finance
at least once in the past year, compared with 14.7
per cent of non-family firms. However, of those that
applied for external finance, 14.6 per cent of familyowned SMEs had been rejected, compared to a
slightly lower figure of 11.3 per cent for their nonfamily-owned counterparts.
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WHAT WERE THE EXPECTATIONS
OF FAMILY BUSINESSES?
Survey evidence from the SBS (2018) found that some
40.3 per cent of family-owned SMEs were expecting
their turnover to rise in the next 12 months, compared
with 11.7 per cent who were anticipating lower turnover.
Most family-owned SMEs expected their employment
levels to remain unchanged over the next 12 months.
Some 23.2 per cent anticipated having more employees
on their payroll in 12 months’ time, while 10.2 per cent
expected to reduce the size of their workforce.
Looking forward, over the next three years the most
commonly cited strategy among family SME was to
improve workers’ skills and abilities to pursue growth.
This was going to be implemented by 58.5 per cent of
family-owned SMEs.

THE IMPACT OF THE CORONAVIRUS
Between February and May 2020, we estimate family
firms’ output is likely to have declined by 30.0 per cent.
This is slightly higher than the 26.2 per cent estimated
fall in non-family firms’ output.
The 390,000 family firms in the arts, entertainment
and recreation, and accommodation and food services
sectors are likely to have been among those which have
faced the largest challenges.
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1. INTRODUCTION

This report examines the importance of family
businesses to the UK economy. It builds upon
evidence presented by the IFB Research Foundation
and Oxford Economics over the past 12 years, to
investigate the family business sector’s critical role
in the UK economy. The report presents the most
up-to-date evidence on the economic contribution
of family businesses in the UK and considers their
recent performance, their future expectations
and the challenges they might face in the coming
years. But that data and evidence predataes the
coronavirus pandemic and the policy measures
taken in response. We have therefore included a
separate chapter to discuss the preliminary evidence
available on the impact of pandemic on UK family
firms.

1.1 WHAT IS A FAMILY BUSINESS?
There is considerable debate about what constitutes
a family firm (for example, see Harms, 2014). The
most common definitions focus on ownership, family
involvement in management, generational transfer and
governance.
This report uses two data sources on the prevalence
of family firms in the UK. Both use a definition that is
related to ownership.
First, for firms with between zero and 249 employees
we use the Department for Business, Energy and
Industrial Strategy’s (BEIS) Longitudinal Small Business
Survey (SBS) (2018). This survey contains the question:
“Is your firm a family-owned business, that is one which
is majority owned by members of the same family?”

“The family business sector
employed 14.2 million
people in 2018 – more than
half of all employees in the
private sector”
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We use the proportion of firms in each employment
size category responding yes as our prevalence
rates for SMEs. The size categories are micro (no
employees), micro (one to nine employees), small (10
to 49 employees) and medium (50 to 249 employees).
There is a debate among the family-business research
community as to whether micro businesses without
employees should be classified as family firms (see
Mandl, 2009). In principle, the answer may lie in
whether the business (for example, a window cleaning
round) can be separated from the owner. But that is
not a question currently asked by the SBS, so it is not
operationalisable when using the prevalence data from
the survey.

1.2 KEY TERMS
The key economic terms used in this report are:
 Turnover: the value of the annual sales volume of a
business, net of all discounts and sales taxes.
 Gross value added (GVA): the contribution an
institution, company or industry makes to GDP. It is
most easily thought of as the value a firm’s output
is sold at minus the cost of bought-in goods and
services used up in that output’s production.
 Employment: measured on a headcount rather
than full-time equivalent basis to facilitate
comparison with Office for National Statistics (ONS)
data on employment. The definition includes both
employees and the self-employed.

The second data source we draw on for firms with 250
employees or more is a prevalence rate estimated by
RepGraph’s (2020) study of businesses registered in
the UK with turnover of over £500 million.1 This IFB
Research Foundation commissioned study defines a
family business as one where a family owns over 25
per cent of the company’s equity. It is acknowledged
there will undoubtedly be some under- and overlaps
between the two definitions of a large firm as having
250 employees or more, or earning £500 million in
turnover. But it is the best data source on family firm
prevalence rates among large UK-registered firms that
we are aware of.

1.3 REPORT STRUCTURE
The rest of this report is structured as follows:
Chapter 2 details the economic impact of the family
business sector in the UK economy, highlighting the
key contribution made by family firms; and Chapter
3 explores the characteristics of family businesses in
the UK, including where they operate, in which sectors
and how they are structured. The next three chapters
analyse evidence from BEIS SBS (2018) on SME family
businesses with employees: Chapter 4 investigates
the performance of family-owned SMEs in 2018, with
a focus on their innovation activities and research and
development (R&D); Chapter 5 considers their outlook
for the coming years, including their expectations,
ambitions and strategic plans; and Chapter 6 considers
some of the challenges that SME family firms face,
how these struggles impact the firms and what support
they say they receive. Chapter 7 takes a preliminary
look at the impact of the coronavirus pandemic and the
Government’s policy response on family firms.

It should also be noted that the family ownership
definition does not take into account the nationality of
the family or families which own the firm.
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2. THE ECONOMIC CONTRIBUTION
OF FAMILY BUSINESSES

This chapter investigates the family business sector’s
contribution to the UK economy in 2018, considering
five metrics: the number of firms, total employment,
turnover, GVA and taxes paid. This analysis will
describe the size of the family business sector, its
composition in terms of the size of family firms and
how it fits into the UK private sector as a whole.
2.1 HOW MANY FAMILY BUSINESSES ARE THERE
AND HOW MANY PEOPLE DO THEY EMPLOY?
We estimate that there were some 5.1 million familyowned businesses in the UK in 2018. This represents
around nine in ten (87.6 per cent) private sector firms in
the country. The majority, nearly 4.1 million or 79.6 per
cent of all family firms, were micro businesses with no
employees (Table 1). Micro family businesses employing
between one and nine individuals ranked second in
number, with 901,000 family businesses – some 17.5
per cent of the total.
There were 130,000 small family businesses in 2018,
employing between ten and 49 individuals. These
firms account for just 2.5 per cent of the family
business sector. A further 18,500 family businesses
employed between 50 and 249 individuals, making
them medium-sized family firms. Based on the new
RepGraph (2020) prevalence rate, some 1,500 family
firms are estimated to be large firms, defined as
having over 250 employees. Medium and large firms
constitute a very small proportion of all UK family
businesses, accounting for just 0.4 per cent and 0.03
per cent, respectively.

Size of firm

Number of
family firms

The prevalence of family businesses in the private
sector was greater among small firms. Evidence from
the SBS (2018) showed that 91.8 per cent of micro firms
without employees belong to the family sector (Figure
1). Some 78.0 per cent of micro employers are familyowned, which is similar to the Enterprise Research
Centre’s (2018) estimate of 70.1 per cent in its survey of
6,254 micro business with employees between January
and May 2018. Family firms also made up a large
proportion of the UK’s small businesses, accounting for
some 61.5 per cent of the private sector total, while 51.9
per cent of all the medium-sized private sector firms
were family-owned.
RepGraph (2020) reported that 19.8 per cent of the
1,551 businesses with turnover of over £500 million
in the UK are family-owned. Of these, 59 per cent are
UK-owned and 41 per cent are internationally owned.
There are a number of possible reasons as to why the
proportion of firms that are family-owned declines as
the firm’s size increases. King and Peng (2009) have
examined why families opt to sell part or all of their
businesses. Many relate to non-economic factors,
such as lack of suitable family successors, family
feuding, or conflict between siblings. Other reasons
reflect the business’s needs; for example, to raise
funding to pay for innovation and R&D (see Sections
4.3 and 4.4). Franks et al. (2009) argue that, in order
for firms to grow, they usually need to raise external
finance. If families choose to do so by issuing shares or
selling their own equity stake, then this dilutes family
ownership. This life-cycle effect on family ownership

Share of all
family firms (%)

Number of private
sector firms

Family firms as a
share of all private
sector firms (%)

Micro (n0 employees)

4,091,815

79.6

4,457,820

91.8

Micro (1–9 employees)

900,649

17.5

1,155,385

78.0

129,876

2.5

211,295

61.5

18,461

0.4

35,585

51.9

1,522

0.03

7,685

19.8

5,142,322

100.0

5,867,770

87.6

Small (10–49 employees)
Medium (50–249 employees)
Large (250+ employees)
All family firms

Table 1. Number of family
business sector and private
sector firms in 2018, by
firm size
Source: BEIS (SBS, 2018, BPE, 2019)
and RepGraph (2020)

The UK Family Business Sector 2019-20

91.8

Micro (no employees)
78.0

Micro (1–9 employees)
61.5

Small (10–49 employees)
51.9

Medium (50–249 employees)
19.8

Large (250+ employees)

87.6

All firms
74.8

All employers
0

20

40

60
% share
Figure 1. Proportion of all private sector firms in the UK that were family firms in 2018, by firm size

80

100

Source: BEIS (SBS, 2018, BPE, 2019) and RepGraph (2020)

Family firm
employment
(thousands)

Share of all family
firm employment
(%)

Private sector
employment
(thousands)

Micro (no employees)

4,438

31.3

4,835

91.8

Micro (1–9 employees)

3,279

23.1

4,206

78.0

Small (10–49 employees)

2,531

17.8

4,117

61.5

Medium (50–249 employees)

1,802

12.7

3,473

51.9

Size of firm

Large (250+ employees)
All family firms

Family firm employment as a share of all
private sector (%)

2,152

15.2

10,868

19.8

14,201

100.0

27,499

51.6

and control is amplified by firm owners’ incentives to
diversify their wealth.
Family businesses are a vital source of employment for
the UK economy. The family business sector employed
some 14.2 million people in 2018, or 51.6 per cent
of employees in the private sector (Table 2). Family
businesses were responsible for some 39.9 per cent of
all UK employment.
Employment at family businesses is spread far more
evenly across the different size categories than the
distribution of the number of firms. Micro-sized
family firms collectively employed some 7.7 million
people in 2018, which is 54.4 per cent of all the family
business employment in the UK. A further 2.5 million
individuals were employed by small family firms (or
17.8 per cent of the total). Large and medium-sized
family businesses employed nearly 2.2 and 1.8 million
people, respectively. This accounts for 15.2 and 12.7 per
cent of all employment in the family business sector,
respectively.

Table 2. Employment in
family businesses and the
private sector in 2018, by
firm size
Source: BEIS (SBS, 2018); Repgraph
2020

2.2 HOW MUCH TURNOVER AND GVA DO FAMILY
BUSINESSES CREATE?
Family businesses earned a substantial proportion of
the UK economy’s total revenue in 2018. The family
business sector earned over £1.9 trillion in revenue in
2018, 43.5 per cent of the total private sector’s turnover
for the UK in 2018.2
Family businesses in the wholesale and retail trade
sector generate the most revenue. They earned £692
billion, or 36.0 per cent of all family business turnover.
Family firms in the construction sector earned a further
£232 billion in turnover, equivalent to 12.1 per cent of
the family sector’s total share (Figure 2). Professional,
scientific and technical activities ranked third, with
family firms generating £184 billion, or 9.6 per cent of
the family sector’s total turnover.
There were some marked differences in the industrial
sectors generating the most turnover between family
and non-family businesses in 2018. The wholesale and
retail sector’s 36.0 per cent of the total turnover earned
by family businesses is significantly larger than its
28.4 per cent share for non-family firms. Similarly, the
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Figure 2. Proportion of total UK turnover by sector in 2018, by ownership
Source: Oxford Economics, BEIS (SBS, 2018) and CMRC and UNIEI (2011)

construction sector provided family firms with more
than twice the share of turnover than it did for nonfamily firms: 12.1 per cent versus 5.0 per cent.
The manufacturing and financial service sectors were
less important in generating revenue for the family
business sector relative to non-family firms. Family
firms in the manufacturing sector accounted for
just 7.8 per cent of family firm turnover, whereas the
equivalent figure for non-family manufacturers was
18.3 per cent. Likewise, non-family businesses in the
financial services sector accounted for 7.6 per cent
of total turnover, compared to their family business
counterparts which accounted for just 3.4 per cent.
Family businesses make a significant contribution to
the UK’s GDP. Oxford Economics estimates that family
businesses generated a £657 billion GVA contribution
to UK GDP in 2018 (Table 3).3 This is equivalent to some
43.4 per cent of the private sector’s total GVA in 2018,
and 30.7 per cent of the UK’s total GDP (ONS, 2020a).
Family businesses undertaking professional, scientific
and technical activities generated the largest GVA
contribution to GDP. At £108 billion, this contribution
accounted for 16.4 per cent of the family business
sector’s total. Family firms in the wholesale and retail
trade sector contributed another £92 billion GVA
contribution to GDP (13.9 per cent of the family sector’s
total). The third largest contribution, meanwhile, came
from family businesses in the construction sector,
which contributed over £84 billion to the UK economy.

2.3 HOW MUCH DO FAMILY BUSINESSES
CONTRIBUTE TO THE EXCHEQUER?
Family-owned businesses play an important role with
regards to tax contributions to the Exchequer. Oxford
Economics estimated the total tax payment by familyowned businesses in 2018 using data from Chittenden
and Sloan (2007), PwC (2017) and BEIS (SBS, 2018); the
estimated figure for the total tax payment was £196
billion, which corresponds to 25.7 per cent of total UK
Government revenue.4
The largest contribution was from small and mediumsized family firms. Their total tax contribution in
2018 was £118 billion, or 15.4 per cent of government
revenue; the average contribution of each of these
was around £79,000. To put this into perspective, the
total budget for the NHS in 2018-19 was £114 billion,
hence the tax receipts from small and mediumsized family firms alone would have been enough to
fund this expenditure.5 The total contribution from
large companies was £53 billion, averaging around
£35 million per large family firm. This was about
6.9 per cent of government revenue. The higher
contribution per large companies reflects factors such
as the average profitability, payments on wages and
property characteristics. Sole traders and partnerships
contributed £25 billion, or 3.3 per cent of government
revenue; the average payment per firm was around
£6,800.
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Industry

Turnover
(£ m)

Share of family
business
turnover (%)

Gross value
added
(£ m)

Share of family
business sector
GVA (%)

Wholesale and retail trade

691,775

36.0

91,665

13.9

Construction

232,123

12.1

84,272

12.8

Professional, scientific and technical

184,155

9.6

107,650

16.4

Manufacturing

150,017

7.8

44,602

6.8

Administrative and support services

139,893

7.3

73,173

11.1

Information and communication

95,342

5.0

48,305

7.3

Transportation and storage

88,751

4.6

39,168

6.0

Financial services

65,247

3.4

33,058

5.0

Accommodation and food services

48,178

2.5

25,373

3.9

Health and social work

43,711

2.3

27,359

4.2

180,212

9.4

82,794

12.6

1,919,404

100.0

657,418

100.0

Other
All family firms
Share of private sector (%)

43.5

Taxes collected (£ m)
Total tax revenues (£ m)
Share of government revenue (%)
Average tax revenue per firm (£)

Source: BEIS (SBS, 2018) and
Oxford Economics

43.4

Type of family business

Taxes borne (£ m)

Table 3. Turnover and
GVA contributions of the
family business sector
in 2018

Small sole traders
and partnerships

Small and mediumsized companies

Large companies

All family
firms

20,644

66,361

16,869

103,874

4,311

51,333

36,035

91,679

24,955

117,694

52,904

195,553

3.3

15.4

6.9

25.7

6,822

79,362

34,768,028

38,028

“Family businesses paid the
Exchequer £196 billion in tax
in 2018, over a quarter of the
Government’s revenue that year”

Table 4. The family
business sector’s
contribution to the
Exchequer in 2018
Source: Chittenden and Sloan
(2007), PwC (2017), BEIS (SBS,
2018) and Oxford Economics
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BOX 1: INITIAL RESULTS FROM THE
SMALL BUSINESS SURVEY FOR 2019
The majority of this study uses data on SMEs from the SBS (2018). But in June 2020, BEIS
published some summary data from the SBS (2019) in which SMEs were interviewed between July 2019 and February 2020. This box reviews the findings for the limited information
released so far.
As in previous years, family-owned businesses were more common among smaller enterprises in 2019. Some 89 per cent of SMEs without employees (Figure 3) and 74 per cent of those
with employees were family-owned businesses (which the BEIS survey classifies as familyowned, as the majority of the owners are in the same family or the business has a single
owner). Of the SMEs with employees, family firms comprised 77 per cent of micro businesses,
61 per cent of small businesses and 51 per cent of medium-sized businesses.

% share
100
89
80

77
61

60

51

40

20

0

Micro
(no employees)

Micro
(1-9 employees)

Small
(10-49 employees)

Figure 3. Percentage of SMEs that were family-owned in 2019
Source: BEIS (2020)
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The number of generations family SMEs had been in the control of the same family was also
positively correlated with size. In 2019, some 42.3 per cent of all medium-sized business had
been passed down through at least one generation of the same family (Figure 4). This is a
much larger figure than the 10.4 and 21.4 per cent for micros without and with employees,
respectively.
By industrial sector, family businesses with employees were most likely to be found in primary industries (93.0 per cent), transport (85.0 per cent), and construction (83.0 per cent).6 They
were least likely to be found in health (43.0 per cent) and arts and entertainment businesses
(52.0 per cent).

First

Second

Fourth or more

Third

2.1
Micro
(no employees)

89.6

Micro
(1-9 employees)

6.3

78.6

Small
(10 - 49 employees)
Medium
(50-249 employees)

24.0

57.7
0
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26.8
40
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6.3 4.1

9.3
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Figure 4. Number of generations the business had been in the control of the same family in 2019
Source: BEIS (2020)
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3. CHARACTERISTICS OF THE UK
FAMILY BUSINESS SECTOR

This chapter explores the importance of family
businesses in different industries and regions of the
UK in 2018. It also looks at their legal ownership
structure.

ranked third, with a family-owned share of 88.4 per
cent .
A number of explanations have been put forward as to
why the prevalence rate of family firms varies across
industries. King and Peng (2013) point to some of the
characteristics of family firms and how they impact
their presence in different industries.

3.1 IN WHICH INDUSTRIES DO FAMILY BUSINESSES
OPERATE?
The prevalence of family firms varied across industrial
sectors in 2018. Just under 1.0 million family firms
in the UK – or 18.9 per cent of all family firms – were
in the construction sector (Table 5). Professional,
scientific and technical activities ranked second
with some 767,000 family firms (or 14.9 per cent of
all family firms) and the wholesale and retail trade
ranked third, with 481,000 family firms (or 9.3 per cent
of all family firms).

Family businesses’ longer-term orientation may
impact the proportion of an industry they make up.
This can reflect itself in a number of ways. Zellweger
(2007) found that family firms are over-represented
on western European stock markets in industries
that are highly cyclical (for example, construction), as
these industries make market entrance for short-term
investors unattractive. As discussed in Section 4.3,
industries that are heavily reliant on technology may
also have a heavy family presence due to their greater
longer-term orientation.

The highest concentration of family firms was in the
transportation and storage sector, where 95.7 per cent
of private sector firms were family-owned in 2018.
The construction sector ranked second with a share of
family-owned firms of some 93.9 per cent, followed by
professional, scientific and technical activities, which

Industry
Construction

Family firms’ preferences for using retained earnings
rather than external sources of funding also impacts

Share of all
family firms
(%)

Number
of private
sector firms

Family firms as a
share of private
sector firms (%)

973,759

18.9

1,037,280

93.9

Number of
family firms

Professional, scientific and technical

766,880

14.9

867,880

88.4

Wholesale and retail trade

480,638

9.3

547,380

87.8

Administrative and support services

446,460

8.7

512,160

87.2

Transportation and storage

344,809

6.7

360,485

95.7

317,860

6.2

369,545

86.0

Information and communication
Health and social work

297,262

5.8

360,670

82.4

Manufacturing

240,203

4.7

276,190

87.0

Accommodation and food services

163,645

3.2

201,745

81.1

71,241

1.4

90,730

78.5

Other

1,039,565

20.2

1,243,715

83.6

All family firms

5,142,322

100.0

5,867,780

87.6

Financial services

Table 5. Industry distribution of family businesses in the UK, 20187
Source: Oxford Economics, BEIS (SBS, 2018) and CMRC and UNIEI (2011)
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their prevalence across different industries. Franks
et al. (2009) argue that dilution of family ownership
often occurs when businesses issue equity to raise
external finance. Higher rates of family ownership are
therefore likely in industries that are less reliant on
capital expenditure or have lower levels of merger and
acquisition activity.
The distribution of employment in family businesses
across industrial sectors is less concentrated than
the number of firms. This reflects differences in the
average size of firms’ workforces across different
industries. Over 2.4 million people work in family
firms in the wholesale and retail trade, some 17.2
per cent of all family firm employment (Table 6).
Professional, scientific and technical activities are
the second largest employer, with 1.7 million family
firm employees (or 11.8 per cent of total). A further
four sectors have more than one million family firm
employees: construction; administrative and support
services; manufacturing; and accommodation and
food services.

distribution largely reflects the size of these regions’
economies and populations.
The highest concentration of family firms, as a share
of all private firms in each region, can be found in the
South West, where 92.1 per cent of firms were familyowned in 2018. The East Midlands and Yorkshire and
the Humber had the next largest concentrations, with
family businesses making up 90.9 per cent and 90.4 per
cent, respectively, of all private firms in these regions.
Family firms of different sizes tend to be concentrated
in different regions (Table 8). Small and medium-sized
family firms were disproportionately concentrated in
regions away from London. The North West accounted
for 10.9 per cent and 10.3 per cent of small and
medium-sized family firms, relative to 9.9 percent of
all SMEs. Likewise, the South West accounted for 10.2
per cent of small family firms, compared with 10.1 per
cent of all SMEs.

3.2 WHAT IS THE GEOGRAPHICAL SPREAD OF
FAMILY BUSINESSES ACROSS THE UK?
There is considerable diversity in the number and
prevalence of family businesses across the UK’s
nations and regions. The two regions with the greatest
number of family firms in 2018 were London and the
South East. Some 895,000 family firms were based
in London in 2018 (17.4 per cent of the total), and a
further 826,000 (16.1 per cent) in the South East (Table
7). A further 535,000 (10.4 per cent) and 518,000
(10.1 per cent) of family firms were located in the East
of England and the South West, respectively. This

London and its two neighbouring regions had the
highest share of large family firms. Some 18.1 per cent
of family firms that employed 250 or more individuals
were based in the South East, whilst London and
the East of England contained 16.0 and 11.1 per cent,
respectively.
Family businesses provided vital employment
opportunities across all UK regions in 2018. The
largest numbers are employed in London and the
South East at over 2.0 million each, some 16.6 and
15.0 per cent of total family business employment
in the year, respectively (Table 9). In addition, family
businesses provided 62.2 per cent of all private sector

Family firm
employment
(thousands)

Share of all
family firm
employment
(%)

Private sector
employment
(thousands)

Family firm
employment as a
share of private sector
employment (%)

Family firm
employment as
a share of total
employment (%)

Wholesale and retail trade

2,444

17.2

5,070

48.2

48.9

Professional, scientific and technical

1,682

11.8

2,731

61.6

54.7

Construction

1,652

11.6

2,218

74.5

71.1

Administrative and support services

1,307

9.2

3,094

42.3

43.1

Manufacturing

1,191

8.4

2,664

44.7

44.2

Accommodation and food services

1,163

8.2

2,390

48.6

47.9

Health and social work

958

6.7

1,795

53.4

22.0

Transportation and storage

780

5.5

1,577

49.5

44.8

Information and communication

703

4.9

1,414

49.7

47.7

Financial services

294

2.1

1,081

27.2

26.3

2,027

14.3

3,463

58.5

25.8

14,201

100.0

27,497

51.6

40.5

Industry

Other
All family firms

Table 6. Industry distribution of family business employment, 2018
Source: Oxford Economics, BEIS (SBS, 2018) and CMRC and UNIEI (2011)
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Country/region

Number of
family firms

Share of all
family firms
(%)

Number of private
sector firms

Family firms as a
share of private
sector firms (%)

17.4

1,091,885

81.9

London

894,704

South East

826,046

16.1

940,260

87.9

East of England

534,925

10.4

598,820

89.3

South West

517,548

10.1

561,645

92.1

North West

509,504

9.9

578,705

88.0

West Midlands

425,775

8.3

479,540

88.8

Yorkshire and the Humber

387,476

7.5

428,740

90.4

East Midlands

323,922

6.3

356,430

90.9

North East

129,929

2.5

151,500

85.8

England

4,549,829

88.5

5,187,525

87.7

Scotland

290,755

5.7

333,915

87.1

Wales

196,554

3.8

222,160

88.5

Northern Ireland

105,185

2.0

124,170

84.7

5,142,322

100.0

5,867,770

87.6

UK

Table 7. Country and regional
distribution of family businesses
in 2018
Source: Oxford Economics, BEIS (SBS, 2018),
and CMRC and UNIEI (2011)

Share of family firms, by firm size (%)
Country/region

Micro
(no employees)

Micro (1–9
employees)

London

18.0

15.4

South East

16.3

15.2

East of England

10.4

10.5

10.2

South West

10.2

9.4

10.2

North West

9.8

10.3

10.9

West Midlands

8.2

8.6

9.1

Yorkshire and the Humber

7.5

7.8

7.9

East Midlands

6.1

7.0

7.6

North East

Small (10–49
employees)

Total share
of family
firms

Medium (50–249
employees)

Large (250+
employees)

12.2

12.7

16.0

14.5

14.6

18.1

16.1

9.4

11.1

10.4

7.8

8.9

10.1

10.3

10.6

9.9

8.4

8.5

8.3

8.5

6.0

7.5

8.6

6.5

6.3

17.4

2.5

2.5

2.3

3.3

3.8

2.5

England

89.0

86.8

84.8

83.7

89.6

88.5

Scotland

5.4

6.7

7.8

7.8

5.1

5.7

Wales

3.7

4.1

4.4

4.6

4.2

3.8

Northern Ireland
Total

Country/region

1.9

2.5

3.0

3.9

1.1

2.0

100.0

100.0

100.0

100.0

100.0

100.0

Family firm
employment
(thousands)

Share of all
family firm
employment (%)

Private sector
employment
(thousands)

Family firm employment
as a share of private
sector employment (%)

Table 8.
Distribution
of family
firms across
countries and
regions in
2018, by firm
size
Source: Oxford
Economics

Family firm employment
as a share of total
employment (%)

London

2,357

16.6

5,500

42.9

39.1

South East

2,137

15.0

3,933

54.3

43.0
47.1

East of England

1,535

10.8

2,993

51.3

North West

1,430

10.1

2,623

54.5

37.1

South West

1,298

9.1

2,086

62.2

43.2

West Midlands

1,194

8.4

2,346

50.9

40.5

Yorkshire and the Humber

1,083

7.6

2,102

51.5

39.6

East Midlands

1,018

7.2

2,054

49.6

42.2

405

2.9

747

54.2

34.0

England

12,458

87.7

24,384

51.1

41.0

Scotland

894

6.3

1,705

52.4

32.2

Wales

541

3.8

872

62.1

36.6

Northern Ireland

308

2.2

539

57.1

33.9

14,201

100.0

27,500

51.6

39.9

North East

UK

Table 9. Country and regional distribution of family business employment in 2018
Source: Oxford Economics, BEIS (SBS, 2018) and CMRC and UNIEI (2011)
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employment in the South West, where they employed
some 1.3 million people. Similarly, in Wales, 62.1 per
cent of all private sector jobs were at family businesses;
this equates to some 541,000 people in employment.
To assess the importance of family businesses as
a provider of jobs in each UK country and region,
their employment is presented as a share of total
employment (in both the public and private sectors).
In 2018, family businesses and the employment
they supported were most important to the East of
England, where almost half (47.1 per cent) of the total
workforce were employed by family-owned firms. This
was followed by both the South West and the South
East, where family firms accounted for 43.2 per cent
and 43.0 per cent of all employment in those regions,
respectively. By contrast, family-owned businesses
accounted for the smallest proportion of total
employment in Scotland at 32.2 per cent and Northern
Ireland at 33.9 per cent. ONS data on public sector
employment for 2018 showed that central and local
government and public corporations had the largest
share of all employment in these two regions, at 20.9
per cent and 25.4 per cent, respectively.8

employers and small firms, accounting for 8.1 per cent
and 7.4 per cent of these firm sizes, respectively.
Large family firms were much more likely than smaller
ones to be structured as incorporated companies in
2018. Almost all large and medium-sized family firms
operated as incorporated companies, with 99.3 per
cent and 97.4 per cent, respectively, using this legal
structure. The proportion of incorporated companies
among small family firms was lower, at 85.9 per cent,
and this trend continued to micro employers, as 68.1
per cent operated as incorporated companies in 2018.
3.4 WHAT IS THE SHARE OF FEMALE AND ETHNIC
MINORITY DIRECTORS AMONG SME FAMILY
FIRMS?
The SBS (2018) included other questions about the
characteristics of family firms with fewer than 250
employees. Sections 3.4 to 3.6 therefore only include
SMEs and not large family firms.

3.3 HOW ARE FAMILY BUSINESSES LEGALLY
ORGANISED?
Family businesses in the UK have adopted a number of
different legal structures. The most common in 2018
was sole proprietorships (firms with a single owner),
accounting for some 64.9 per cent of all family firms
(Table 10). A further 1.5 million (28.9 per cent) family
businesses were structured as incorporated companies
and 319,000 (6.2 per cent) operated as partnerships.

Studies on firms in other European countries show
that family firms have a higher propensity to employ
women in their top management team. For example,
Andersson et al (2018) reported that, for non-listed
firms in Sweden, family firms are more likely than
non-family firms to appoint women as top managers.
Moreover, the prevalence of women within the top
management team is positively associated with the
overall prevalence of women within the firm. Kay and
Schlömer-Laufen (2016) found large German family
firms are more likely to elect women to their executive
boards because family firms have a higher share of
female owner-managers.

The legal structures of family businesses varied greatly
by the size of the firm. Most firms owned by one
person do not have any employees, with 76.1 per cent
of micro family firms without employees operating
as sole proprietorships in 2018. Partnerships were
most commonly found among family-owned micro

Female directors and partners had a strong presence
in SME family businesses in 2018. Survey evidence
from the SBS (2018) showed that some 81.1 per cent
of all SME family firms had at least one woman in a
leadership role, defined as an owner, partner, or director
(Figure 5). This figure is significantly higher than the

Firm type

Micro (no employees)
Micro (with employees)
Small
Medium
Large

Firm size
(number of
employees)

Number of family businesses by legal structure
Sole
proprietorships

% Share

Partnerships

% Share

Incorporated
companies

% Share

Total

0

3,115,255

76.1

236,536

5.8

740,025

18.1

4,091,815

1–9

214,662

23.8

72,591

8.1

613,396

68.1

900,649

10–49

8,627

6.6

9,637

7.4

111,612

85.9

129,876

50–249

197

1.1

284

1.5

17,980

97.4

18,461

250+

2

0.1

8

0.5

1,512

99.3

1,522

3,338,742

64.9

319,055

6.2

1,484,524

28.9

5,142,322

All family firms

Table 10. Family businesses by legal structure, 2018
Source: BEIS (SBS, 2018) and Oxford Economics
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equivalent for non-family SMEs (52.6 per cent). The
proportion of family firms with a woman in a leadership
role declines as the size of the SME increases, but
it is always greater in family SMEs compared with
non-family SMEs. Kotlar et al.’s (2019) study, however,
suggests that in the family-owned firms among the
largest 1,000 companies registered in the UK, female
board representation is low compared with the FTSE
100 average (12.5 per cent versus 23.5 per cent).
SBS (2018) respondents were also asked if their
business was “women-led”, defined as over half of
the owners, partners or directors being female. Some
22.6 per cent of family-owned SMEs reported being
Family

% share
100
80

81.1

60

“women-led”. This compares to 14.4 per cent of nonfamily SMEs.
Around one in 20 (5.8 per cent) family SMEs had a
director, owner, or partner from an ethnic-minority
group in 2018 (Figure 6).9 This compares with a 14.0
per cent share of the population in England and Wales
in the 2011 Census (ONS, 2011). Some 9.7 per cent of
medium-sized family employers had a leader from an
ethnic-minority group.
Further survey evidence showed that some 4.8 per cent
of family SMEs were “ethnic minority-led”, such that
over half of the owners, partners or directors were from

Non-family

83.2

78.1

52.6

79.3

55.0

50.2

73.8

50.1

67.3
50.5

50.4

40
20
0

All SMEs

All SMEs with
employees

Micro
(no employees)

Micro
(1-9 employees)

Small
Medium
(10-49 employees) (50-249 employees)

Figure 5: SMEs with at least one female director, owner or partner in 2018, by firm size and ownership
Source: BEIS (SBS, 2018)
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11.0

10.4

59.3

10.1

9.8

9.7

9
6

5.8

6.0

5.6

5.8
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3
0

All SMEs

All SMEs with
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Micro
(no employees)

Micro
(1-9 employees)

Small
Medium
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Figure 6: SMEs with at least one director, owner, or partner from an ethnic-minority group in 2018, by firm size and ownership
Source: BEIS (SBS, 2018)
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family businesses. This is consistent with the latest ONS
Management and Expectations Survey (pertaining to
2016 data), which shows 15.3, 20.3 and 31.5 per cent of all
employment was in small, medium and large family firms
with non-family managers, respectively.11

ethnic-minority groups. This is less than the 6.7 per
cent of non-family-owned SMEs.
3.5 WHAT PROPORTION OF FAMILY-OWNED SMES
HAVE A NON-FAMILY MANAGER?
There is some debate as to whether the employment
of a non-family manager improves the performance of
family firms. For example, Tabor et al. (2018) reviewed
the conditions that determine whether family or nonfamily leadership leads to optimal firm performance.
The phenomenon of non-family leadership is rare in
family-owned SMEs. According to the SBS (2018), 8.2 per
cent of family-owned SMEs had directors in day-to-day
control of their business who were not owners (Figure
7).10 As businesses grow, they are more likely to employ
non-family members to run the business. The share
of non-family managers increases to 21.1 per cent for
small family firms, and 37.3 per cent for medium-sized

Non-family managed
All SMEs

Family91.0
managed

88.4

11.6

Micro
(1-9 employees)

Source: BEIS (SBS, 2018)

90.6

9.4

Small
(10 - 49 employees)

Figure 7. Family-owned
SMEs with non-family
and family management
in 2018, by firm size

91.8

8.2

All SMEs with
employees

3.6 OVER HOW MANY GENERATIONS HAVE SME
FAMILY BUSINESSES BEEN OPERATING?
Most family business SMEs that participated in the SBS
(2018) were relatively young; for example, 85.9 per cent of
family-owned firms were in their first generation of family
ownership (Figure 8).12 First generation ownership is more
likely among smaller family firms. Some 80.0 per cent of
family micro employers had yet to be transferred down
a generation. This figure drops to 68.4 per cent for small
family firms and 60.5 per cent for their medium-sized
counterparts.

78.9

21.1

Medium
(50-249 employees)

62.7

37.3
0

20
First

40

Second

60

Third

80

Fourth

Fifth or more

1.0

85.9

All SMEs

9.1

2.8

1.3

1.4

All SMEs with
employees

78.0

14.9

4.2

1.5
0.7

Micro
(no employees)

90.3

5.8 2.0 1.2
1.4

Micro
(1-9 employees)

80.0

13.3

3.9

1.4

1.2
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(10 - 49 employees)

68.4

5.4

22.8

2.1

2.9

Medium
(50-249 employees)
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26.3
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Figure 8. Family-owned SMEs, by generation of ownership in 2018 and firm size
Source: BEIS (SBS, 2018)
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Multi-generational businesses were more common as
firms increase in size. Some 39.5 per cent of medium-sized
family firms and 31.6 per cent of small family firms were
in at least their second generation of family ownership.
Furthermore, some 13.2 per cent of medium-sized firms
were in the third, or higher, generation of ownership.
Across family SMEs of all sizes, around one in 20 were in at
least their third generation of ownership.
The retention of family ownership in SMEs varies
substantially by industry. Multi-generational family
businesses were most common in the agriculture industry
in 2018, with some 72.8 per cent of firms being owned by
the family for more than one generation, and 16.8 per cent
for four, or more, generations. The wholesale/retail and
the real estate, renting and business sectors had the next
largest proportions of multi-generational family firms
(23.2 per cent and 22.2 per cent), albeit much lower than in
the agricultural sector.

“Multi-generational businesses were more
common as firms increase in size.”

g9
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4. THE ECONOMIC PERFORMANCE OF
SME FAMILY BUSINESSES

Chapters 4 to 6 investigate the performance,
expectations and challenges facing SME family
businesses with employees using BEIS’ 2018 Small
Business Survey. SME family firms without employees
are excluded, as their motivations and ability to
expand are likely to be constrained by their resources.
They therefore may not have the same ambitions or
be able to behave in the same way as firms that target
maximising profits. Large firms are not included in
this discussion, as there are no surveys of large firms
that are sufficiently comprehensive in scope and ask
comparable questions to the SBS.
This chapter examines how SME family businesses’
turnover, employment and export earnings, among other
metrics, behaved in the year prior to being surveyed
in the SBS (2018). We draw comparisons between
results from the 2018 SBS with evidence from previous
iterations of the SBS.
4.1 HOW DID SME FAMILY BUSINESSES PERFORM
IN 2018?
Survey evidence collected between July 2018 and
January 2019 showed that the UK family business sector
performed strongly in 2018. According to the SBS (2018),
around one-third (35.3 per cent) of family-owned SMEs
% of respondents
60

Stayed the same

Larger family SMEs were more likely than their smaller
counterparts to have increased their turnover in the past
year. Around half (50.3 per cent) of medium-sized family
firms had increased their turnover in the past 12 months.
This is higher than the share of small-sized family SMEs
(43.9 per cent) and family-owned micro employers (33.8
per cent). Conversely, 20.0 per cent of micro family
firms experienced a drop in turnover over the past year,
compared with just 14.8 and 14.3 per cent of SME family
firms respectively.
Over the previous 12 months, employment at family
SMEs had been much more stable than the firms’
turnover. A far higher proportion of family SMEs
reported no change in the number of paid staff they
employed over the previous 12 months than experienced
no change in their turnover (65.4 versus 45.5 per cent).
This is true across family SMEs in all three employment
size bands.
Decreased
Figure 9. How familyowned SMEs’ turnover
has changed in the
past 12 months in
2018, by firm size

50.3

50
40

Increased

increased their turnover in the past 12 months (Figure
9).13 This proportion is unchanged from the previous
two SBS surveys in 2016 and 2017. It is almost double
the percentage of family firms (19.2 per cent) which
experienced a decline in their turnover in the 12 months
prior to completing the 2018 survey.

46.3

45.5
35.3

43.9

41.2

Source: BEIS (SBS, 2018)

35.3
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19.2

20.0
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Some 22.2 per cent of family SMEs with employees said
they had increased the size of their workforce over the
previous 12 months. This is more than the 12.5 per cent
that said they had reduced it, suggesting employment
at family SMEs had increased over the previous year
(Figure 10). As with turnover, a higher proportion of the
larger family SMEs increased the size of their workforce
over this 12-month period.
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Looking at the survey evidence split by industrial sector,
at least half of family SMEs in all industries reported
that they had not changed the size of their workforce in
the previous 12 months. Family SMEs in administrative
and support services, information and communication,
and the health and social work sectors had the
highest proportion of firms that reported growing
their workforce (Figure 11).14 Accommodation and food
services and the wholesale and retail trade had the
highest share of family SMEs that cut the size of their
workforce over the previous 12 months.
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4.2 SME FAMILY BUSINESSES AND THE UK
ECONOMY
SME family firms are more dependent on the domestic
UK economy than non-family firms. Survey evidence
from the SBS (2018) shows that 81.1 per cent of familyowned SMEs were entirely reliant on custom from the
UK, while the remaining 18.9 per cent had exported
a good or service in the 12 months prior to the survey
(Figure 12). The proportion of non-family-owned SMEs
solely reliant on domestic customers was lower at 78.3
per cent, with 21.7 per cent exporting products in the
past year.
Different explanations have been proposed for family
firms’ lower propensity to export. For example, GomezMejia, Makri and Kintana (2010) highlighted family
firms’ greater risk aversion, which deters them from the
potential risks and expertise related costs of deviating
from proven strategies.16 Arregle et al. (2017) pointed
to the high fixed costs of exporting, alongside the
reluctance of family firms to dilute control by accessing
external finance.
Family firms with more employees were more likely
to export in 2018. Around one-third (32.9 per cent) of
medium-sized family-owned SMEs reported exporting
goods or services. The equivalent figures for small
SMEs and micro firms with employees were 24.8 per
cent and 17.7 per cent, respectively. Interestingly, family
firms export less than non-family firms across all size
categories, the difference being most pronounced
among larger firms; 3.9 per cent more non-family
medium-sized firms export compared to their family
counterparts.

% of respondents

Services only

Goods only

Export earnings only provided a small proportion of
family SME exporters’ turnover in 2018. For 59.7 per
cent of family SME exporters, earnings from foreign
sales made up 10 per cent or less of the turnover they
earned in the previous year (Figure 13). For 78.8 per
cent, export earnings provided up to 30 per cent of
their turnover in the year. This again emphasises the
importance of the UK economy to family firms as the
location of their customers.
4.3 FAMILY BUSINESSES AS DRIVERS OF
INNOVATION
According to Geroski, Machin, and Van Reenen (1993),
technologically innovative companies outperform their
competitors. But according to De Massis, Frattini and
Lichtenthaler (2013), it is unclear from the balance of
characteristics of family-owned firms (compared to the
characteristics of non-family-owned firms) whether
they are more innovative than their non-family
counterparts.
Zellweger (2007) argued that the long-term orientation
of the typical family firm makes them more likely to
invest in innovation which takes years to give a return.
Gómez-Mejía et al. (2010) observed that this may
be because family firms are less reliant on financial
markets for funding, so avoid their allegedly short-term
focus.
Other characteristics of family firms have been linked
to a lower propensity to invest in innovation. Schmid et
al. (2014) point to a tendency towards risk aversion that
may hinder innovation in family firms. According to
Teece (2007), family firms’ disadvantages in accessing
financial resources, such as debt or outside equity
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Figure 12. The proportion of family-owned SMEs that reported exporting in 2018, by firm size and ownership
Source: SBS (2018)
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financing, are likely to limit their ability to finance
investment in innovation. Sirmon and Hitt (2003)
pointed to their lack of engagement with external
sources of knowledge and evidence (such as academics
or product testing, inspection, and certification
experts) as a possible barrier to the innovation process.
According to evidence from the SBS (2018), familyowned SMEs in the UK may be important drivers of
innovation, bringing new and improved goods and
services to market. Around one-quarter of familyowned SMEs – some 23.7 per cent – had introduced a
new, or significantly improved, good or service in the
past three years (Figure 14). This is slightly less than
% of respondents
60

Family

the equivalent figure for non-family-owned SMEs (28.4
per cent).
The introduction of new or improved products was
most common among larger family SMEs, with 35.5
per cent of medium-sized family SMEs introducing
upgraded goods or services in the past three years,
compared with 40.5 per cent of medium-sized nonfamily SMEs.
The proportion of respondents in the SBS (2018)
introducing new, or significantly improved, goods
or services in the three years was higher than the
proportion responding in the SBS (2017) and in the SBS
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Figure 13. Share of exporting SMEs’ turnover attributable to exports in the last 12 months in 2018, by ownership
Source: BEIS (SBS, 2018)
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(2016), for both family and non-family firms (Figure
15). In the previous three Small Business Surveys
before the SBS (2018), the proportion of family firms
introducing new, or significantly improved, goods
and services in the last three years was above the
proportion for non-family firms.
Of the family-owned SMEs that brought out new
products in the past three years to 2018, some 38.1 per
cent had introduced goods or services that were new to
the market, rather than just new to the firm (Figure 16).
Unlike in previous years’ survey results, it was microsized family firms that were most likely to introduce a
product that was new to market in 2018, rather than
the medium-sized family firms; some 39.1 per cent of
micro-sized family firms reported introducing new
goods or services to the market in the past three years
compared with 36.7 per cent of medium-sized family
firms.
The proportion of both family and non-family SMEs
introducing new goods and services to market in the

Medium
(50-249 employees)

three years in the SBS (2018) was higher than in the few
surveys before (Figure 17). There is no distinct pattern
as to whether family SMEs are more or less likely to
introduce new goods and services than their nonfamily counterparts.
Larger family SMEs were more likely to have
introduced new business processes in 2018. Some 21.0
per cent of family-owned SMEs had developed new
business processes for producing and supplying their
goods or services in the three years prior to the survey
(Figure 18). Medium and small-sized family firms were
the most likely to have upgraded their processes,
with 36.2 per cent and 25.9 per cent of these firms,
respectively, introducing new operations.
According to the SBS (2018), non-family firms were
slightly more likely to have introduced new processes
in the previous three years than family firms (Figure
19). This pattern was similar to that observed in the
SBS (2016) and the SBS (2017), and considerably lower
than the responses in the SBS (2015).
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4.4 FAMILY BUSINESS INVESTMENT IN R&D
Innovation in new products and processes is often
spurred on by investment in R&D. In the SBS (2018), 15.1
per cent of family SMEs invested in R&D in the last three
years compared with 19.6 per cent of their non-family
counterparts (Figure 20). The difference reflects the
behaviour of micro and small-sized firms: 13.7 per cent of
family micro firms invested in R&D compared with 16.2
per cent for their non-family equivalents. Likewise, for
small firms, the results are 22.1 per cent for family firms
compared with 25.6 per cent for non-family.
Such results from the SBS (2018) data are consistent
with the findings of De Massis, Frattini, and
Lichtenthaler (2012). In their literature review of
innovation in family firms, they argue that:

% of respondents

Family

“There is largely agreement regarding the fact that
family involvement is negatively associated with the
level of R&D expenditures because it reduces the
firm’s risk propensity, and due to the potential inner
family conflicts that characterise many family-owned
firms, it increases the agency costs associated with
R&D spending.”17
In smaller family firms, cautious family owners are
likely to be more influential over R&D decisions, and so
the firms are less likely to invest in R&D activity, which
has an inherent uncertain payoff.
Family SMEs which have invested in R&D over the
last three years are less likely to apply for R&D tax
credits. This is a UK Government scheme designed to
encourage R&D activity by lowering a firm’s corporation
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Figure 20. Proportion of SMEs that
have invested in R&D in the last three
years in 2018, by size and ownership

22.1

19.6
15.1

13.7

25.6

16.2

10
0

All SMEs with
employees

% of respondents

Micro
(1-9 employees)

Family

Small
(10-49 employees)

Medium
(50-249 employees)

Non-family

60

52.7

50
40

36.7

32.1
30
20

40.9

39.3

26.4
20.2
14.7

10
0

All SMEs with
employees

Micro
(1-9 employees)

Small
(10-49 employees)

Medium
(50-249 employees)

Figure 21. Percentage of SMEs that
have undertaken R&D in the three
years to 2018 and applied for R&D tax
credits, by firm size and ownership
Source: BEIS (SBS, 2018)
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tax liabilities if it undertakes R&D. Some 20.2 per cent
of family SMEs had applied for the R&D tax credits
over the last three years, compared with 32.1 per cent
of non-family SMEs (Figure 21). This reflects the lower
level of applications by micro and small family SMEs,
relative to their non-family counterparts.
A lower proportion of family SMEs that applied for R&D
tax credits in the three years prior to the 2018 survey
were successful, compared with their non-family
counterparts. Family SMEs’ application success rate
was 82.2 percent, compared with 91.0 per cent for nonfamily SMEs (Figure 22). The difference is explained
by the lower success rate of micro and small family
SMEs’ applications. This more than offset mediumsized family SMEs’ more successful application rate
compared with their non-family counterparts.

Medium
(50-249 employees)

4.5 FAMILY BUSINESSES’ USE OF TECHNOLOGY
The use of technology or web-based software is
relatively high and broadly similar across both family
and non-family SMEs. Some 75.0 per cent of family
SMEs reported using technology or web-based software
in 2018, compared with 77.0 per cent of their non-family
counterparts (Figure 23). The proportion of family SMEs
which reported using technology or web-based software
was substantially greater among small and mediumsized firms compared with micro-sized firms.
There was a great deal of variation in the use of new
technology by firms across all areas of economic
activity (Figure 24). The family firms most likely
to say they were using technology or web-based
software were in information and communication,
manufacturing, and professional, scientific and
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technical activities (90.4, 77.9 and 76.9 per cent,
respectively). The sectors that were least likely to say
they used technology or web-based software were
accommodation and food services, construction,
and transportation and storage, with their respective
proportions at 68.2, 70.3 and 72.5 per cent. For nonfamily firms, the sectors in which firms were most
likely to use technology or web-based software
were transportation and storage at 96.9 per cent,
manufacturing at 94.7 per cent and information and
communication at 92.2 per cent, respectively. The
lowest usage rates were in accommodation and food
services at 64.2 per cent and health and social work at
66.7 per cent.
In 2018, family SMEs were just as likely to have
used technologies or web-based software to sell to
customers, or manage the firm, as non-family SMEs.
Looking at the type of technology used, accountancy
software was by far the most popular (Figure 25) with
89.5 per cent of non-family and 87.4 per cent of family
firms reporting that they used such software . This
may reflect the UK Government’s Making Tax Digital
initiative, which required the digital submission of tax
liabilities. Other forms of technology were used far less
in 2018. The proportion of both family and non-family
Family

firms that used the other four technologies ranged
from 0.6 to 13.1 per cent. Of these four other categories,
the largest difference in usage was for HR management
software, which was used by 13.1 per cent of non-family
firms compared with 8.1 per cent of family firms.
Looking at the breakdown across family SMEs of
different sizes (Figure 26), the high usage of accountancy
software and low usage of other technologies holds.
Accountancy software was widely used in family SMEs
of all sizes in 2018; 86.1 per cent of micro firms, 94.0 per
cent of small firms and 95.6 per cent of medium-sized
family firms reported they used it. HR management was
the next most used software at 24.7 per cent, 15.2 per
cent and 6.5 per cent for medium, small and micro-sized
family firms, respectively. Newer technologies such
as artificial intelligence, robotics, virtual reality and
augmented reality were seldom used by family SMEs,
regardless of size.
Across all technologies, medium-sized family firms
were the most likely to use the technology compared to
family firms of other sizes; this was especially the case
for HR management software and enterprise resource
planning software.
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Figure 24. Proportion of SMEs using technology or web-based software in 2018, by sector and ownership18
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5. THE OUTLOOK FOR
SME FAMILY BUSINESSES

The previous chapter examined the recent
performance of family businesses, focusing on the
year before these firms were surveyed (the data
for the SBS were collected between July 2018 and
January 2019). In this chapter, we explore how
family-owned SMEs expected to perform in the year
after they were surveyed and what strategies they
intended to implement to achieve their aims over
the next three years. The fieldwork for the 2018 SBS
took place well before the coronavirus pandemic
and so these data are likely to provide a useful
benchmark for comparison with data collected after
the pandemic is over.
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Figure 27. Percentage of SMEs expecting an increase in
turnover in the next year, minus the percentage expecting a
decrease, by ownership and survey year
Source: BEIS (SBS, 2017 and 2018)

5.1 SME FAMILY BUSINESSES’ EXPECTATIONS FOR
THE NEXT YEAR
Family businesses’ future optimism about turnover
growth over the next 12 months changed only a little
between 2017 and 2018. Survey evidence from the SBS
(2018) found that some 40.3 per cent of family-owned
SMEs expected their turnover to rise in the next 12
months, compared with 11.7 per cent that expected
it to decline. These percentages can be shown as an
“optimism gap” – a measure of the balance of optimism
versus pessimism for the future, formed by subtracting
the percentage of firms expecting lower turnover over
the next year from the percentage expecting higher
turnover. The resulting difference, 28.6 percentage
points, is very similar to both the 2017 and 2016 results,
which stood at 28.6 and 28.9 percentage points,
respectively. This 28.6 percentage point difference
seen in 2018 is lower than the equivalent figure for
non-family firms (Figure 27). Family firms’ lower
growth expectations may be linked to Saridakis et al.’s
(2017) finding that they are more averse to risk.
Bassanini et al. (2013) suggest that family firms are
more likely to maintain stable levels of employment
than non-family firms. This is due to their higher
levels of employee retention and a tendency to adjust
wages in response to cyclical fluctuations rather
than the number of employees. Analysis of the SBS is
consistent with this – for example, exactly two-thirds
of family firms anticipated no change in their number
of employees over the next year, compared to 61.2 per
cent for non-family firms.
Family-owned SMEs’ expectations for employment
growth were more optimistic in 2018, compared to the
previous year. Survey evidence shows that, in 2018,
some 23.2 per cent of family SMEs anticipated having
more employees on their payroll in 12 months’ time,
while 10.2 per cent expected to reduce the size of their
workforce. The 13.0 percentage points separating
those expecting an increase and those a decrease is
higher than the 9.5 percentage points calculated for
2017, signifying an improvement in family-owned
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SMEs’ employment expectations (Figure 28). Nonfamily SMEs tended to be more optimistic, with a 24.7
percentage point difference between those expecting
an increase in employment and those expecting a
decrease.
There were notable differences in optimism within the
family business sector, with larger SMEs expressing
more optimism about the coming year. Medium-sized
SMEs were the most optimistic about increasing
their turnover in the coming year (Figure 29). The
48.4 percentage point gap between medium-sized
family SMEs expecting higher and lower turnover is
lower than the 56.2 percentage point optimism gap
estimated for their non-family-owned counterparts.
It was, however, higher than the equivalent figure for
small and micro-sized family SMEs.
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Figure 28. Percentage of SMEs expecting an increase
in employment in the next year, minus the percentage
expecting a decrease, by ownership and survey year
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fig 31

For expected employment growth, the equivalent
optimism gap for medium-sized family SMEs is 28.6
percentage points (Figure 30). This is significantly
lower than the corresponding figure for non-familyowned SMEs of this size (37.6 percentage points),
although it is higher than the equivalent gap for small
family firms (27.1 percentage points).
5.2 SME FAMILY BUSINESSES’ AMBITIONS AND
STRATEGIES
In 2018, 69.9 per cent of family SMEs said they aimed
to grow their sales of goods and services over the next
three years (Figure 31). This is substantially higher
than the equivalent figure reported in the 2017 survey
(59.1 per cent). Non-family SMEs also experienced an
increase between 2017 and 2018, although to a lesser
extent compared with family firms. Non-family firms
were more likely to seek sales growth over the next
three years, with three-quarters of non-family SMEs
reporting this as one of their goals. This may reflect
differences in objectives between the family and
non-family sectors, including the pursuit of non-profitmaximising objectives and a greater emphasis on
stability and succession.19
More larger family SMEs aimed to grow sales over
the next three years than their smaller counterparts.
Some 88.3 per cent of medium-sized family SMEs
planned to increase their sales of good or services
over this time horizon (Figure 32). This was more than
the 81.5 per cent of small family and 67.8 per cent of
micro firms that reported this ambition. When looking
at all SMEs with employees, family SMEs were less
likely to aim to grow compared to non-family SMEs
(69.9 per cent for family SMEs versus 75.0 per cent for
non-family firms). This is likely a result of the fact that
the family sector is comprised of a higher proportion
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Figure 31. The percentage of SMEs surveyed that aimed to
grow their sales over the next three years, by ownership and
survey year
Source: BEIS (SBS, 2017 and 2018)

of micro firms than the non-family sector; indeed the
proportions of medium-sized and small family SMEs
that aimed to grow were very similar to their nonfamily counterparts.20
Family businesses were planning to use a range of
strategies in 2018 to realise their growth intentions
over the next three years. In SBS (2018) firms were
asked which strategies they planned to adopt, from
a multiple response list of options. Some 58.5 per
cent of family-owned SMEs planned to improve
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Figure 32. The percentage of
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to grow their sales in the next
three years in 2018, by size and
ownership
Source: BEIS (SBS, 2017 and 2018)
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Figure 33. Family-owned SMEs’ strategies to achieve growth over the next three years in 2018
Source: BEIS (SBS 2018)
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Figure 34. The proportion of growth strategies for the next three years that were selected by family-owned SMEs in 2018,
by firm size
Source: BEIS (SBS 2018)
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workers’ skills and abilities to pursue growth (Figure
33).21 Recruitment of new staff, cited by 50.1 per cent
of family SMEs, was the next most common strategy,
followed by introducing new working practices, cited by
40.6 per cent of family-owned SMEs.

daily operations and allows employees to learn in the
context where their skills are used. They note however,
such informal training sometimes reflects pressing
issues within the firm rather than be motivated by the
long-term professional development of employees.

Improving workforce skills was the most common
growth strategy for each size of family SME. However,
medium-sized family firms were more focused on
recruitment and were more likely than smaller firms
to report increasing workforce skills as a growth
strategy (Figure 34). This is consistent with Kotey and
Folker (2007), who observed that there is a greater
need for formal training and specific technical skills as
businesses expand. The most popular growth strategy
for medium-sized family SMEs and second most
popular strategy among smaller firms was recruiting
new staff, which was planned to be adopted by 85.4 per
cent of medium-sized firms and 71.1 per cent of smallsized firms.

Looking at the SBS (2018), whilst improving workforce
skills was consistently cited as the most popular
growth strategy for every size of family SME, there was
a difference in past training provision between those
that are family-managed compared with those that are
managed by a non-family member.22 Across all SMEs,
41.8 per cent of family-managed family firms said they
had arranged or funded informal on-the-job or formal
off-the-job training for employees in the past 12 months
(Figure 35). This was noticeably less the 57.3 per cent
and 56.1 per cent for family firms that are not familymanaged and non-family firms.

5.3 WHAT ARE FAMILY SMEs DOING TO INCREASE
THE SKILLS OF THEIR WORKFORCES?
Chandler and McEvoy (2000), in a study analysing
66 American SMEs, found that these firms accrued
benefits from investing in employee training and formal
performance appraisals linked to compensation.
They found they tend to have lower employee
turnover, higher productivity and enhanced financial
performance, which overall resulted in enhanced
survival rates. Despite the evidence over the
importance of training, Chandler and McEvoy noted
that SMEs (defined in their study as firms with up to 199
employees) tend to opt for informal rather than formal
training as it is less costly, can be easily integrated into

What is also clear is that larger firms were more likely
to provide training across each firm type (i.e. familymanaged family firm, non-family-managed family
firms and non-family firms) in the past 12 months. At
least 76.9 per cent of all firm types that had 50-249
employees provided training; this dropping to 66.6
per cent for small firms and to 38.2 per cent for micro
employers. This same pattern also applied when both
formal off-the-job training and informal on-the-job
training were each considered in isolation.
Family SMEs that are family-managed were more
likely to provide “technical, practical or job-specific
skills” training; this was the only type of training which
was more likely to be provided by family SMEs that
are family-managed compared to family SMEs that
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are not family-managed and non-family SMEs. When
firms were asked what type of training or development
managers received, 83.2 per cent of family-managed
family firms said they had provided this kind of training
in the past 12 months, slightly more than both nonfamily-managed family firms and non-family firms
(Figure 36); however it should be noted the difference
was marginal between family-managed family firms

fig 36

and non-family firms. Although “technical, practical
or job-specific skills” was the most common type
of training across all types of firm, family firms that
were not family-managed and non-family firms
provided more of all the other types of training to their
managers, the most common being health and safety,
IT, and leadership and management training.
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Figure 36. The proportion of SME employers that have provided training or development to managers in the last 12 months in
2018, by firm management type and training
Source: BEIS (SBS, 2018)
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6. CHALLENGES FACING SME
FAMILY BUSINESSES

This chapter explores the challenges facing SME
family businesses; for example, competition,
regulation, taxation, staff recruitment and skills. More
specifically, it investigates how the obstacles they said
they face differ from those faced by non-family firms,
how these challenges varied by business type and
what support family SMEs said is available to them.

42.9 per cent of family SMEs identifying it as a major
difficulty. These findings were consistent with the survey
evidence from the 2017 and 2016 Small Business Surveys.
However, in 2018, late payment again overtook staff
recruitment and skills as the fourth most commonly
cited obstacle facing family firms.
Regulations and red tape was the second most frequently
cited major obstacle to success that family businesses
said they faced (Figure 37). They were more likely to
see issues of regulation/red tape as an obstacle than
their non-family counterparts, 36.8 per cent of which
identified it as a main obstacle.

6.1 THE MAIN CHALLENGES SME FAMILY
BUSINESSES PERCEIVED THEY FACED IN 2018
Family-owned SME businesses reported facing a variety
of barriers to success. In the SBS (2018), SMEs were asked
to identify the major obstacles they face from a multiple
response set of 12 options.

For micro and small family SMEs, competition in the
market was the most frequently cited major obstacle to
success. For medium-sized SMEs, competition ranked
second, albeit by a higher proportion of firms than their
smaller counterparts (Figure 38). At least 40 per cent of
SMEs in each size category regarded regulations and red
tape, and taxation, as a major obstacle.

SME family businesses viewed competition in the
market, followed by regulations and red tape, as their
most common major obstacles. Some 46.5 per cent
of family SMEs cited competition as a major obstacle,
while 45.3 per cent said regulations and red tape were
a key concern (Figure 37). Taxation ranked third, with
fig 37
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Figure 38. Family-owned SMEs’ major obstacles to business in 2018, by firm size
Source: BEIS (SBS, 2018)

The obstacles that family business SMEs said they face
also varies by industry. Competition in the market was
most frequently perceived to be a major obstacle to
success in the majority of sectors. Only family SMEs in
the primary and construction sectors did not identify
competition in the market as their highest or second
highest concern. The most cited challenge identified by
SME family firms in these sectors was regulation and
red tape, and late payment, which were also commonly
identified as obstacles by family firms in all other sectors.
The recruitment, training and retention of skilled staff
was a significant concern for family businesses in 2018.
Some 33.2 per cent of family SMEs indicated that staff
recruitment and skills were a major obstacle to their
success.
Staff recruitment and skills was more likely to be
perceived as an obstacle for larger family SMEs. It was
the obstacle cited by the highest percentage of mediumsized family firms, and by the second highest percentage
of small-sized family firms, reported as an issue by 64.1
per cent and 48.1 per cent of these firms, respectively.
This compares with just 30.4 per cent of micro-sized
family firms.

Whether recruitment and skills was likely to be perceived
by family SMEs’ as a major obstacle to achieving their
business objectives varied across industries. For example,
it was most commonly reported as an issue by family
SMEs operating in the transportation and storage,
and health and social work sectors (Figure 39). It was
perceived to be an issue that affects some 48.0 per cent
and 44.7 per cent of family SMEs in these two sectors,
respectively.
6.2 ACCESS TO EXTERNAL FINANCE
SMEs’ access to external finance is a perennial issue.
As little information is publicly available about SMEs’
financial performance, particularly for start-ups with no
track record, lenders and investors find it difficult to judge
the wisdom of extending finance to this size of firm. This
is a problem for the economy as it hinders SMEs’ ability
to operate and grow.
In the SBS (2018), family SMEs were slightly less likely
than non-family SMEs to report having tried to obtain
external finance over the previous 12 months. Some 11.6
per cent of family-owned SMEs reported that they had
sought external finance at least once in the past year,
compared with 14.7 per cent of non-family firms (Figure
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additional finance to purchase capital equipment and
vehicles – down from 26.0 per cent in 2017 – while 17.6
per cent of family SMEs with employees wanted the
funds to purchase, rent or lease new buildings or land, or
improve their existing premises.

40). Larger family SMEs were more likely to have tried to
obtain external finance, with 22.7 per cent of mediumsized family firms applying compared with 16.3 per cent
of small family firms.
Family-owned SMEs that reported trying to obtain
external finance in the SBS (2018) were asked what they
intended to use it for. The most common reason, given
by 65.3 per cent, was for working capital, for example,
to fund general growth, or cover a short-term gap in
funds due to an unexpected expense. This figure was 5.9
percentage points up on the previous year’s SBS (2017).
A further 23.6 per cent said they intended to use the

Survey evidence shows that 14.6 per cent of familyowned SMEs that sought external finance had their
application rejected, compared with a slightly lower
figure of 11.3 per cent for non-family-owned SMEs (Figure
41).23 This is roughly the same as the 11.0 per cent of
family-owned SMEs that reported having an application
turned down in the SBS (2017).
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Figure 39. The proportion of family-owned SMEs citing recruitment and skills as a main obstacle to success in 2018, by sector
Source: BEIS (SBS, 2018)

% of respondents

Family

Non-family

25

22.7

20

18.7
16.3
14.7

15
11.6
10

15.7

Source: BEIS (SBS, 2018)

14.1
10.7

5
0

All SMEs with
employees

Micro
(1-9 employees)

Small
(10-49 employees)

Figure 40. The proportion of SMEs
that tried to obtain external finance
at least once in the previous 12
months in 2018, by firm size and
ownership

Medium
(50-249 employees)

40

41

The UK Family Business Sector 2019-20

Non-family

Family

% of respondents
20

15

15.3

14.6

Figure 41. The proportion of SMEs
applying for but not obtaining
finance in the last 12 months in
2018, by firm size and ownership

15.5

14.4

13.4

Source: BEIS (SBS, 2018)

11.9

11.3
9.8

10

5

0

All SMEs with
employees

Micro
(1-9 employees)

Small
(10-49 employees)

Medium
(50-249 employees)

fig 42
Non-family

Family

Figure 42. The main
reason SMEs gave
for not applying for
the finance they
needed in the last 12
months in 2018, by
ownership

25.8
24.8

Additional risk
14.3
15.0

Thought would be rejected
12.2

Thought too expensive

7.8

Source: BEIS (SBS, 2018)

11.5

Economic conditions

7.9
10.0

Time/hassle

17.3
2.9

Don't know where to find

4.3
14.8

Other

17.0

0

5

10

15

20

25

30

% of respondents

The higher rejection rate of family SMEs’ applications
for external finance compared with their non-family
counterparts reflects the outcomes for micro firms, most
of which are classified as family firms in the SBS. Some
15.3 percent of micro family firms had their applications
rejected in 2018 compared with just 9.8 per cent for
non-family micros. This more than offsets the outcomes
of small and medium-sized family SMEs, which had
more success than non-family firms of the same size in
obtaining external finance.

The main reason given by family firms that did not apply
for all the external finance they required was a concern
about the additional risk it entailed. Some 25.8 per cent
of the family SMEs that said they needed finance, but
did not apply, reported this as an issue (Figure 42). This
is slightly higher than the equivalent figure of 24.8 per
cent for non-family-owned firms, but also marks a fall
from the 29.8 per cent of family firms which reported
additional risk as the main impediment to making a full
application in the previous year’s SBS (2017) survey.

Some family firms were not applying for all the external
finance they needed in 2018. Survey evidence shows
that 8.0 per cent of family-owned SMEs that said they
required finance did not apply for all the finance they
required (either by not applying for any external finance,
or by applying for less finance than they required in the
previous 12 months). This is slightly lower than the nonfamily firm equivalent figure of 8.7 per cent.

Some 14.3 per cent of family-owned SMEs said they
were put off applying for external finance in anticipation
of their application being rejected, while a further 12.2
per cent thought the application process would be too
expensive. Family firms were, however, less concerned
about the time and hassle associated with applying for
finance than their non-family-owned counterparts, with
only 10.0 per cent of family firms dissuaded from applying
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very similar to those from SBS (2017), as the proportion
of family firms using bank overdrafts and credit cards for
external finance were 35.3 and 33.8 per cent, respectively.

for this reason, compared with 17.3 per cent of non-family
SMEs.
According to Michiels and Molly (2017), family firms
tend to prefer certain forms of debt rather than equity
financing in order to prevent the dilution of family
control. Bank overdrafts and credit cards were, as such,
the most commonly used source of external finance
by family SMEs. This can also be linked to the smaller
average size of family firms compared their non-family
counterparts.

fig 43

6.3 THE BUSINESS SUPPORT AVAILABLE FOR SME
FAMILY BUSINESSES
To address the obstacles facing the day-to-day operations
or growth plans of their business, family firms can seek
advice or information from a number of sources. But
Mandl (2008) and Gomez-Mejia et al. (2010) argue that
they may be more reluctant to do so than non-family
firms due to a perception that their aims and structure
will be misunderstood by external parties. According
to evidence from the SBS (2018), for each size of firm,
non-family SMEs were more likely than family SMEs
to seek advice or information. Some 23.6 per cent of

Some 33.0 per cent used bank overdrafts – slightly more
than the 30.5 per cent of non-family-owned SMEs that
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Figure 43. The proportion of SMEs using different types of external finance in 2018, by ownership
Source: BEIS (SBS, 2018)
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family SMEs had received advice or information, either
from a professional or free-to-use service, in the past 12
months (Figure 44). This is lower than the 32.9 per cent
of non-family SMEs that said they had received advice in
the past year. Larger SME family firms were more likely
to report receiving information, with 34.1 per cent of
medium-sized family firms doing so, compared to 22.6
per cent of their micro-employer counterparts.

cent contacted their trade association or other business
networks. Family firms had a slight tendency over nonfamily firms to receive advice from accountants, whereas
non-family firms were more likely to seek advice from
external consultants, trade associations and lawyers.
Conversely, only 9.2 per cent of family firms received
advice from a solicitor or lawyer, compared with 15.8 per
cent of non-family businesses.

Family SMEs which had taken external advice were most
likely to have received the advice from accountants.
When presented with a multiple response list of advice
options, some 33.8 per cent of family businesses which
had accessed advice had received information from an
accountant (Table 11). A further 30.2 per cent of familyowned SMEs which had sought advice said they had
obtained it from an external consultant, while 17.8 per

Family SMEs which had accessed external advice were
most likely to have done so to aid business growth. From
a multiple response list of options, 23.1 per cent of family
SMEs which had received advice over the previous 12
months did so for this reason (Table 12); this was the
same percentage as non-family SMEs. Financial advice
for the general running of the firm ranked second, cited
by 19.3 per cent of family firms.

Source of advice

Family firms
(% of firms
receiving advice,
from multiple
response list of
options)

Non-family
firms (% of firms
receiving advice,
from multiple
response list of
options)

Reason

Family firms
(% of firms
receiving advice,
from multiple
response list of
options)

Non-family
firms (% of firms
receiving advice,
from multiple
response list of
options)

Accountant

33.8

24.2

Business growth

23.1

23.1

Consultant/general
business adviser

30.2

33.9

Financial (accounting etc)

19.3

13.3

Efficiency/productivity

13.3

10.4

Business networks/trade
associations

17.8

20.7

Legal issues

12.5

18.9

Solicitor/lawyer

9.2

Regulations

11.3

13.1

Tax/NI law and payments

11.2

10.9

15.8

Internet search

8.5

7.7

.GOV website

6.9

7.0

Marketing

11.1

10.3

Employment law

9.9

14.4
10.5

(Specialist) financial adviser

4.7

5.3

Financial (how and where)

7.6

Bank

4.5

4.9

E-commerce/technology

7.6

7.9

Local council/authority

3.8

5.6

Health and safety

5.8

9.3

Work colleagues

3.1

6.2

Management/leadership

4.8

5.6

Innovation

4.3

5.0

Universities/other
education sector

2.5

3.1

Training/skills

4.2

7.5

Friend or family member

2.2

1.3

Workplace pensions

4.0

5.0

Local enterprise
partnership

2.0

2.5

Exporting

2.5

1.9

Brexit

1.3

0.7

Chamber of Commerce

1.4

1.8

Relocation

0.6

1.3

The Pensions Regulator

0.9

1.6

Other

5.8

5.7

Other

4.1

3.7

Don't know

15.5

15.4

Table 11. Sources of advice used by SMEs which accessed
advice or information in the previous 12 months in 201824

Table 12. Reasons SMEs sought external advice or
information over the previous 12 months in 2018

Source: BEIS (SBS, 2018)

Source: BEIS (SBS, 2018)
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7. THE IMPACT OF THE
CORONAVIRUS

The first cases of the coronavirus disease (COVID-19)
in the UK were confirmed in late January 2020 (Moss
et al., 2020). To control the spread of the virus, the
UK prime minister, Boris Johnson, announced on 23
March that people would only be allowed to leave
their homes to “shop for basic necessities; take
one form of exercise a day; for any medical need, to
provide care or help a vulnerable person; and travel
to and from work, but only where this is absolutely
necessary and cannot be done from home” (Johnson,
2020). In addition, “all shops selling non-essential
goods, including clothing and electronic stores and
other premises including libraries, playgrounds and
outdoor gyms” were to close.25 At the time of writing
(mid July), these restrictions were still in the process
of being relaxed, with the devolved governments
taking responsibility for some of the restrictions.
The coronavirus and the measures taken by the
UK government in response to it have changed the
outlook for family businesses substantially since the
SBS (2018) was undertaken. Fieldwork for the 2019
SBS took place in autumn/winter 2019 and, again,
the results of the next survey will also pre-date the
occurrence of the COVID-19 pandemic (see Box 1).
Therefore, we have included this chapter to draw
some preliminary observations about some possible
impacts of the coronavirus and the policy response on
family businesses. We do this by drawing on up-to-date
evidence from the ONS’ Business Impact of COVID-19
Survey (BICS). This is a fortnightly business survey
which captures businesses’ responses on how their
turnover, trade and business resilience were impacted
by COVID-19 and the policy response. Using ONS data,
we examine how much family businesses’ output may
have declined between February and May 2020. Both
approaches use data on both family and non-family
business, so the inferences we make about family
businesses assume that they have been hit by COVID-19
and responded in a similar way as other firms.
There is little available research as yet as to how family
firms have responded to the virus compared with

non-family firms. However, some early evidence on
the impact of COVID-19 on family firms has emerged
from a study by Kraus et al. (2020) who carried out 27
interviews with family firms in five western European
countries. They observe that family firms may be
responding to the pandemic in a different way to nonfamily firms:
“As a consequence of long-term family ownership,
family members are typically emotionally attached
to their firm (Berrone et al., 2012). This may affect
their performance during a crisis (Arrondo-Garcıa et
al., 2016). Further, they tend to build up and maintain
long-term relationships with internal and external
stakeholders, including their employees (Carney,
2005; Miller and Le Breton-Miller, 2005). They behave
more responsibly toward their employees and their
environment, closely aligning strategic decisions with
their firm’s values and non-economic goals.”
After the pandemic is over, there will need to be further
research to assess the true impact of the coronavirus on
family firms, and how it compared to non-family firms.
7.1 RESULTS FROM THE ONS’ BUSINESS IMPACT OF
COVID-19 SURVEY
COVID-19 is hitting UK business hard. In the fortnight
after the prime minister’s announcement (i.e. between
23 March and 5 April), the BICS (ONS, 2020b) suggests
around one-quarter of UK businesses had been forced
or had chosen to temporarily close or pause trading
(Figure 45). Since then, that proportion has gradually
declined. Between 1 and 14 June, it had fallen to 13.5
per cent. It is expected that the proportion will have
declined further with the opening of all non-essential
shops in England on 15 June. Given that some 480,638
(or 9.3 per cent) of family firms operate in the retail and
wholesale sectors, we can expect that the closure of
non-essential shops will have had a large impact on the
family business sector.
Analysis of the latest ONS BICS data for 1-14 June shows
that the proportion of businesses that were temporarily
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closed or had paused trading varies markedly across
sectors. Looking at SMEs, the sector in which the
highest proportion of firms reported that they had
temporarily closed or paused trading temporarily
was the accommodation and food services sector at
63.9 per cent (Table 13). The arts, entertainment and
recreation sector ranked second at 58.2 per cent. The
rate of temporary closure among larger firms in these
two sectors reflects the fact that these businesses
and venues were required to close to members of the
public during the pandemic. It is likely that the 226,000
and 164,000 family firms in these sectors have been
similarly hard hit by COVID-19 and the policy response
to the pandemic. The 13.8 and 3.5 per cent of SMEs and
large construction firms that have temporarily closed is
bad news for the family business sector as 18.9 per cent
(or 974,000) of all family firms operate in this industry.

1 - 14
June

Across all sizes of business in the UK, 13.6 per cent of
businesses surveyed in the BICS between 1 and 14 June
2020 reported having either temporarily closed or
paused trading, continuing the downward trend seen
since the beginning of the lockdown (Table 14). Here,
though, we still observe notable differences in this rate
between the UK’s four nations. While England saw
the lowest rate of temporary closures at 11.8 per cent,
Northern Ireland fared considerably worse with 16.7
per cent of surveyed businesses reporting a temporary
pause in their operations. In part, this reflects the
speed at which the devolved governments relaxed their
coronavirus response measures.
There was lower variation amongst the English regions
compared to the variation amongst the UK’s four
nations. London was the region faring worst, with 11.3

Less than 250 employees

250 or more employees

Share of
family firms in
industry (%)

Continuing
to trade
(%)

Manufacturing

87.2

95.7

3.9

1.8

98.7

Human health and social work

82.3

95.1

4.9

10.7

95.9

2.0

Real estate

75.5

95.1

4.9

11.7

100.0

0.0

Industry

Has temporarily
closed or
temporarily paused
trading (%)

Share of
family firms in
industry (%)

Continuing
to trade (%)

Has temporarily
closed or
temporarily
paused trading (%)
<1.0

Transportation and storage

95.5

92.2

7.8

17.7

96.2

1.9

Wholesale and retail

87.8

90.2

9.1

26.7

96.8

2.9

Professional, scientific and technical

88.2

86.9

11.7

15.0

100.0

0.0

Construction

93.7

85.4

13.8

30.2

96.5

3.5

Information and communication

85.9

85.4

14.2

5.0

97.3

2.7

Administrative and support services

87.2

80.3

19.2

10.7

96.2

3.8

Education

91.9

75.6

24.4

10.7

95.5

4.5

Arts, entertainment and recreation

77.9

41.8

58.2

10.7

40.0

59.0

Accommodation and food services

81.2

35.1

63.9

17.0

62.8

37.2

82.5

16.9

91.6

8.1

All Industries

Table 13. Percentage of surveyed businesses that are continuing to trade, have temporarily closed or paused trading between
1 June and 14 June 2020, and share of family firms, by industry and employment size category
Source: ONS (BICS Wave 7, 1 to 14 June 2020), Oxford Economics
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per cent of surveyed businesses reporting a temporary
close or pause; at 7.4 per cent of surveyed businesses,
the West Midlands fared best.
Many of the firms which have continued to trade have
also experienced large reductions in revenue as a result
of the crisis and the policy response. The worst-hit
industry was the arts, entertainment and recreation
sector, where 58.1 per cent of firms surveyed reported
their turnover was more than 50 per cent lower than
normal between 1 June and 14 June 2020 (Table 15).
Accommodation and food service firms continuing to
operate ranked second, with 51.7 per cent experiencing
their turnover falling by more than half when compared
to what was normally expected for the time of year.
Both sectors typically have family firm prevalence rates
of about 80 per cent, although this may change during
and after the pandemic, as many firms have been
forced to close.
SMEs have been particularly hard hit; the ONS survey
data shows that those SMEs that continued trading
during the pandemic fared worse than their larger
counterparts. For around 25.0 per cent of firms with
less than 250 staff, turnover was less than half of what is
normally expected (for this time of year). This is higher
than the figure of 17.2 per cent for large firms. Given the
high prevalence of family firms among SMEs, this has
not been good news for the UK family business sector.
Another channel through which COVID-19 has
impacted on the UK economy has been the disruption

Nation/region

Has temporarily
closed or
temporarily
paused trading
(%)

Continuing to
trade (%)

South West

10.4

88.9

North East

10.0

89.8

South East

10.4

89.2

London

11.3

88.2

North West

8.1

91.5

East of England

8.5

91.3

East Midlands

7.7

91.8

West Midlands

7.4

92.0

Yorkshire and the Humber

8.6

91.2

England

11.8

87.8

Scotland

14.3

85.1

Wales

13.8

85.5

Northern Ireland

16.7

82.9

13.6*

86.0

UK

Table 14. Percentage of surveyed businesses that are
continuing to trade, have temporarily closed or paused
trading between 1 and 14 June 2020, by region and UK country
Source: ONS (BICS Wave 7, 1 to 14 June 2020)
*This aggregate figure for the UK is different from the equivalent figure shown in
Figure 45 due to rounding.

of supply chains. Evidence from the ONS’ BICS suggests
that this has been a less significant issue for UK firms
than their closures or falls in their revenue. Across all
industries, 6.0 per cent of firms reported being unable
to get the materials, goods or services needed for their
operation, while 19.3 per cent had to change suppliers
or find alternative solutions (Figure 46).26 There was

Share of
family firms in
industry (%)

Turnover has
decreased by more
than 50% (%)

Arts, entertainment and recreation

78.0

58.1

15.1

12.8

8.1

Accommodation and food services

81.1

51.7

19.6

12.1

5.8

Construction

93.9

32.0

27.4

13.7

17.1

Transportation and storage

95.7

30.2

24.7

17.3

12.9
18.6

Industry

Turnover has
decreased between
20% and 50% (%)

Turnover has
decreased by
up to 20% (%)

Turnover
has not been
affected (%)

Administrative and support services

87.2

23.0

22.7

20.1

Wholesale and retail

87.8

22.0

24.0

14.0

15.1

Manufacturing

87.0

19.9

25.7

19.0

21.1

Real estate

75.5

15.7

27.1

17.1

21.4

Professional, scientific and technical

88.4

12.9

18.7

27.5

30.6

Education

92.1

10.0

13.5

48.3

22.6

Human health and social work

82.4

9.8

16.5

17.7

43.9

Water Supply, waste management and
remediation

57.7

9.4

26.6

25.0

29.7

Information and communication

86.0

8.0

18.5

19.8

40.9

All Industries

87.6

21.8

22.4

19.7

21.3

- less than 250 employees

87.7

25.0

22.8

16.3

21.9

- 250 employees or more

19.8

17.2

21.8

24.5

20.6

Table 15. Of the businesses continuing to trade, in what way was your enterprise’s turnover different from normal, between 1 and
14 June 2020
Source: ONS (BICS Wave 7, 1 to 14 June 2020)
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Less than 250
employees

250 employees
or more

All firms
Figure 46. Was your enterprise
able to get the materials, goods or
services it needed from within the
UK, 1 to 14 June 2020?

70
60

Sources: ONS (BICS Wave 7, 1 to 14 June 2020)

50
40
30
20
10
0
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or find alternative
solutions
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been able to get
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needed

little difference in this experience across the two size
categories.
The major economic risk of the COVID-19 crisis is that
it forces firms to permanently cease trading, with
the associated loss of jobs. To ensure those that have
temporarily closed or temporarily paused trading, or
are performing below what is normally expected for
the time of year, the UK and devolved governments
introduced a number of schemes to support
businesses.
The ONS’ BICS shows that by far the most popular
scheme is the Coronavirus (COVID-19) Job Retention
Scheme. Under this scheme, HMRC will reimburse
80 per cent of the wage costs of furloughed workers
(who would otherwise have been laid off), up to a cap
of £2,500 per month until August, then at a declining
rate until October. Some 79.0 per cent of all firms
surveyed by ONS between 1 and 14 June had applied
for this scheme (Table 16). There was little difference in
uptake by firm size. Unsurprisingly, the three industries
that have suffered the highest share of turnover
reductions are among the highest applicants: these are
the accommodation and food services sector with a
95.7 per cent application rate; the construction sector
with a 90.3 per cent application rate; and the arts,
entertainment and recreation sector with an 88.5 per
cent application rate.
The UK government also introduced a range of loan
or finance agreement schemes. These include the
Coronavirus Business Interruption Loan Scheme
(CBILS) and Bounce Back Loans.27, 28 Some 20.3 per cent
of firms surveyed between 1 and 14 June had applied

Not applicable

for a loan. SMEs were more likely to have applied than
large firms, with an application rate of 26.0 versus 11.5
per cent. 29The highest application rate was from the
accommodation and food services sector, which is
one of the hardest hit judging by the responses to the
temporary closures and falls in revenue questions.
Some 20.1 per cent of the firms surveyed in the ONS’
BICS between 1 and 14 June had applied for business
grants, such as the Discretionary Grant Fund. SMEs were
slightly more likely to apply than large firms (26.0 per
cent compared to 10.9 per cent). The accommodation
and food services sector had the highest rate of
applications across industries at 38.7 per cent, followed
by wholesale and retail at 30.7 per cent and arts,
entertainment and recreation at 30.6 per cent.
Across all industries, 95.3 per cent of the firms that
applied for the Coronavirus Job Retention Scheme have
received funds (Table 17). A slightly higher proportion of
SMEs were successful than large firms, at 95.4 versus
95.1 percent, respectively. Firms in the accommodation
and food services have been the most successful in their
applications. Given the near universal take-up of the
Coronavirus Job Retention Scheme, this is likely to have
been a valuable source of support for family businesses.
Some 17.7 percent of firms that applied for governmentbacked accredited loans or finance arrangements had
received funds, the majority of those who had applied.
SMEs’ success rate was more than three times their
larger counterparts. The construction sector was the
most successful applicant type.
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Industry
Accommodation and food services

Share of
family firms in
industry (%)

Coronavirus
Job Retention
Scheme (%)

Government-backed
accredited loans or
finance agreements (%)

Business grants funded
by the UK and devolved
governments (%)

Not applied for
any of these
schemes (%)

81.1

95.7

34.2

38.7

1.8

93.9

90.3

27.7

22.0

7.2

Transportation and storage

95.7

89.3

25.2

17.0

8.5

Arts, entertainment and recreation

78.0

88.5

21.5

30.6

10.0

Administrative and support services

87.2

85.4

26.5

27.0

12.3

Manufacturing

87.0

81.2

15.0

7.9

17.7

Wholesale and retail

87.8

79.1

20.0

30.7

14.9

Real estate

75.5

77.8

25.0

26.4

20.8

Education

92.1

74.7

8.9

5.8

24.9

Water supply, waste management
and remediation

57.7

69.2

15.4

7.7

30.8
28.0

Construction

Professional, scientific and technical

88.4

67.6

17.0

9.5

Information and communication

86.0

53.4

12.9

10.3

41.4

Human health and social work

82.4

39.8

5.8

12.9

58.5

All Industries

87.6

79.0

20.3

20.1

17.9

- less than 250 employees

87.7

77.5

26.0

26.0

17.7

- 250 employees or more

19.8

81.4

11.5

10.9

18.2

Table 16. Percentage of businesses which have not permanently stopped trading and which applied for government schemes
between 1 and 14 June 2020, by industry and size
Sources: ONS (BICS Wave 7, 1 to 14 June 2020)

Industry

Share of
family firms in
industry (%)

Coronavirus
Job Retention
Scheme (%)

Government-backed
accredited loans or
finance agreements (%)

Not received any funds
from these schemes
(%)

Accommodation and food services

81.1

98.2

24.0

<1.0

Water supply, waste management
and remediation

57.7

97.8

8.9

2.2

Construction

93.9

96.6

24.6

2.1

Administrative and support services

87.2

96.5

23.0

2.0

Manufacturing

87.0

96.4

12.1

3.3

Arts, entertainment and recreation

78.0

96.2

15.7

3.8

Wholesale and retail

87.8

95.4

17.5

2.9

Real estate

75.5

94.6

17.9

5.4

Transportation and storage

95.7

93.5

19.5

4.5

Professional, scientific and technical

88.4

92.4

14.4

4.6

Human health and social work

82.4

91.5

14.1

4.2

Education

92.1

91.1

7.3

8.9

Information and communication

86.0

87.9

16.6

6.5

All Industries

87.6

95.3

17.7

3.3

- less than 250 employees

87.7

95.4

25.1

2.3

- 250 employees or more

19.8

95.1

6.4

4.8

Table 17. Percentage of businesses surveyed between 1 and 14 June 2020 that have not permanently stopped
trading and that have applied for a government scheme which received funds, by industry and size
Sources: ONS (BICS Wave 7, 1 to 14 June 2020)
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7.2 HOW LARGE IS THE IMPACT ON FAMILY
BUSINESSES’ OUTPUT?
The ONS’ BICS data shows what proportion of firms
have been affected by coronavirus and the policy
response to it, but they do not provide evidence on
the likely contraction in economic activity that has
occurred due to the pandemic. To get a greater feel for
the extent to which COVID-19 and the Government’s
response to it has affected family businesses we have
weighted the ONS monthly data on output in each
industrial sector by the share of family businesses’
turnover generated by that sector.30 This enables us to
estimate how much family businesses’ output declined
between February 2020 and May 2020. However, it
should be noted it is an approximate measure, as the
output indices include both family and non-family
firms.

Index, February 2020 = 100
120

Family

In the 14 months to February 2020, family firms’ output
was very stable (Figure 47). The onset of the pandemic
started to have an effect in March, when there was
an estimated 8.3 per cent decline in output. Policy
measures announced on 23 March further contributed
to a decline in output. In April, we estimate that there
was a further decline in family firms’ output of 27.7 per
cent; however, we estimate there was a slight rebound
in family firms’ output of 5.6 per cent in May. Over the
three months combined, we estimate that family firms’
output in May stood 30.0 per cent below its level in
February. This compares with an estimated decline of
26.2 per cent in non-family businesses’ output.
Analysis of the decline in family firms’ output by
industrial sector showed that businesses operating
in the accommodation and food services sector

Non-family
Figure 47. Family and non-family
businesses’ output index between
January 2019 and May 2020, by
ownership
Sources: ONS 2020; Oxford Economics
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ONS’ BICS data and our estimate of family firms’ output
are based on data for all businesses. However, they
both suggest that family firms have been hard hit by the
coronavirus and the policy response to the pandemic.
The 390,000 family firms in the arts, entertainment
and recreation, and accommodation and food sectors
are likely to have been among those which have faced
the greatest challenges. It waits to be seen how much
the substantial losses in output and the changes to
businesses that have occurred over the period have
affected the UK family business sector.

-29.6

-40

-38.8 -37.3 -36.4
-46.3
-54.1

-60

-80
-91.7

-26.2 -24.2

nt
m
as
w
e,
ag
er

m

,s

-16.7

-10.5

es

ta

te

ly
pp

al

Re

W

at

er

ac
uf

an

M

su

rin

tu

io

at

g

an

d

ew

co

il
ta
re

n

d
rm

-22.3

te

tio
n
ic
a
m
un

nd
ca

ie

fo
In

W

ho

le

sa

le

an

sc
l,

na

sio

es
of

Pr

te
c

or
k
w

d

nt

ifi

so

st
d

an

an

th

n

al

an

he

tio

H

um

or

ta

n
tio

sp

an

tr
ns

Tr

Co

ci
al

or
ag

e

or
ts

pp
uc

n
io
at

uc
Ed

-3.4

-20

-100

hn
ic
a

s

er
vi
ce

tio
n

s

su

d

an
e

tiv
ra

ist

in

m

Ad

re
a

rv
ic
e

re
c

se
en
m
in
ta
er
nt
,e

nd

ta

fo
od
d
an
n
io
at
od
m

ts

m

Ar

co

%
0

l

are likely to have experienced the greatest loss in
output between February and May 2020 (Figure 48),
contracting by 91.7 per cent. Arts, entertainment and
recreation firms were the second hardest hit, with their
output contracting by 54.1 per cent in three months.
We estimate that family businesses operating in the
administrative and support services sector may have
suffered a 46.3 per cent decline in output.

Ac
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Figure 48. Percentage
change in family firms’
output between February
and May 2020, by industry
Source: ONS 2020; Oxford Economics
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8. CONCLUSION

This report has shown that family firms played a very important role
in the economy prior to the coronavirus pandemic. Family businesses
employed 14.2 million people in 2018, or 51.6 per cent of all employees
in the private sector. We estimate they contributed £657 billion to UK
GDP in 2018, which is more than43.4 per cent of the private sector’s
total GDP contribution. They are estimated to have paid £196 billion
in tax receipts in 2018, or more than 25.7 per cent of the Government’s
total revenue that year.
The coronavirus pandemic and the measures put in place to contain its
spread are likely to have impacted family businesses in the same way
they have affected non-family firms. The results from ONS’ BICS suggest
that the majority of family businesses have continued to trade, while
many others will have temporarily closed or paused trading, and a small
percentage have permanently ceased trading during the pandemic.
As social distancing measures are relaxed, temporarily closed firms
are permitted to restart their operations, and production levels head
back towards more normal levels, family firms will play a vital role in
the economic recovery, as well as continue to make a very important
contribution to the UK economy in the future.
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APPENDIX 1

HOW HAS THE FAMILY BUSINESS SECTOR’S IMPACT CHANGED
OVER TIME?

million are UK family-owned. In earlier years, we used
evidence from Kotlar et al. (2019) and RepGraph (2016)
which evaluated the ownership of the 1,000 largest UKregistered companies. They estimated 11.1 and 10.9 per
cent of the 1,000 largest companies registered in the
UK were owned by UK families, respectively.

In the 2018-19 report, we changed the definition of
family businesses we used in our analyses. We now
estimate the number of large family firms (250 or more
employees) using an estimate of family firms’ share of
all large UK-resident firms, regardless of the nationality
of their owners, rather than focusing on the subset
which are UK-owned. This gives greater consistency
with the way the national accounts are compiled and
the classification of SMEs. It comes at the cost of
creating a break in the time series that means we are
unable to compare the results for 2017 and 2018 with
previous years.

Using this definition, we estimate that the family
business sector grew rapidly between 2017 and 2018.
The family business sector’s contribution to GVA grew
by 9.4 per cent, and turnover rose by 15.3 per cent
(Table 18). Employment and the number of firms in
the family business sector has also grown strongly
between 2017 and 2018, at 7.3 per cent and 6.1 per
cent, respectively. This contrasts with the non-family
business sector, where employment fell by 0.9 per cent
and the number of firms fell by 14.4 per cent between
2017 and 2018.

To give valid comparisons over time, the analyses
presented in this appendix employs the old definition
of the share of large family firms. This focuses on
UK-owned large firms as opposed to all family firms,
regardless of nationality of ownership. In the analyses
presented in this report, we have used RepGraph’s
(2020) estimate that 11.7 per cent of the 1,551 UKregistered businesses with turnover greater than £500
Classification
Family business sector

Metric

Family business share

2015

2017

2018

Growth since
2017 (%)

Growth since
2010 (%)

2,959

4,704

4,847

5,142

6.1

73.8

Employment (thousands)

8,978

12,246

12,411

13,321

7.3

48.4

Turnover (2018 prices £m)

1,324

1,446

1,518

1,750

15.3

32.2

412

489

554

606

9.4

47.2

1,525

686

848

726

-14.4

-52.4

Employment (thousands)

13,538

13,591

14,311

14,178

-0.9

4.7

Turnover (2018 prices £m)

2,690

2,725

2,538

2,661

4.9

-1.1

861

878

908

908

0.1

5.5
30.8

Number of firms (thousands)

GVA (2018 prices £m)
Private sector

2010

Number of firms (thousands)

GVA (2018 prices £m)
Non-family business sector

This strong growth in the family business sector
between 2017 and 2018 mirrors the growth trend seen

Number of firms (thousands)

4,485

5,389

5,695

5,868

3.0

Employment (thousands)

22,516

25,837

26,722

27,499

2.9

22.1

Turnover (2018 prices £m)

4,014

4,171

4,056

4,412

8.8

26.5

GVA (2018 prices £m)

1,273

1,368

1,462

1,515

3.6

19.0

Number of firms (%)

66.0

87.3

85.1

87.6

3.0

32.8

Employment (%)

39.9

47.4

46.4

48.4

4.3

21.5

Turnover (%)

33.0

34.7

37.4

39.7

6.0

20.3

GVA (%)

32.4

35.8

37.9

40.0

5.6

23.7

Table 18. Number of firms, employment, turnover and GVA in family businesses and the private sector in the UK between 2010
and 2018
Source: BEIS (SBS), ONS (2020c) and Oxford Economics
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since 2010. The GVA contribution of the family business
sector has risen 47.2 per cent since 2010, and turnover
has grown 32.2 per cent. In addition, the number of
family firms has risen 73.8 per cent since 2010, and
total employment in the family business sector has
risen 48.4 per cent.
There has been a large variation in the growth of the
number of family businesses across the UK’s nations
and regions. The North East experienced the largest
regional growth, with the number of family firms
growing by 19.3 per cent in the year between 2017 and
2018 (Table 19). The North West and West Midlands
also experienced growth of over 10 per cent, increasing
by 15.2 per cent and 14.3 per cent between 2017 and
2018, respectively. The East Midlands was the only
region to experience a contraction in the number
of family firms, albeit it was small at a 0.3 per cent
decrease.

Nation/region

2010

2015

2017

2018

Looking at the whole of the UK, the number of family
firms has grown by 6.1 per cent between 2017 and 2018.
There was particularly strong growth in Wales, where
the number has grown by 9.1 per cent. Scotland was the
only region where numbers have declined since 2017,
with a fall of 2.6 per cent. The nationwide growth rate
of 6.1 per cent in the year to 2018 can be explained both
by a rise in the number of firms operating in the UK and
a rise in the percentage of these firms that are family
businesses.
Looking at growth between 2010 and 2018, the number
of new family firms in the UK grew 43.7 per cent.
Growth was by far the highest in London, where the
number of family firms grew 116.6 per cent between
2010 and 2018. This is well over double the growth
in the second fastest growing region, the South East,
which grew by 51.3 per cent between 2010 and 2018.
All of the regions and nations across the UK have
seen strong positive growth since 2010 except for
Northern Ireland, where the number of family firms has
contracted 10.4 per cent.

Growth
since 2017
(%)

Growth
since 2010
(%)

North East

102

120

109

130

19.3

27.6

North West

379

457

442

509

15.2

34.5

West Midlands

305

341

372

426

14.3

39.7

South West

369

475

476

517

8.6

40.1

East of England

396

463

512

535

4.5

35.2

South East

546

742

793

826

4.1

51.3

London

413

793

862

895

3.8

116.6

Yorkshire and the Humber

300

338

374

387

3.7

29.3

East Midlands

258

313

325

324

-0.3

25.3

England

3,067

4,042

4,265

4,549

6.7

48.3
28.3

Scotland

227

293

298

291

-2.6

Wales

168

189

180

197

9.1

17.2

Northern Ireland

117

91

103

105

2.5

-10.4

3,579

4,614

4,847

5,142

6.1

43.7

UK

Table 19. Number of family firms in the
UK between 2010 and 2018, by region
(000s firms)
Source: BEIS (SBS) and Oxford Economics
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APPENDIX 2

DATA SOURCES

This report uses a range of data sources to analyse the family business
sector. However, the following five sources underpin most of the
estimates included in this report:
The Department for Business, Energy and Industrial Strategy (2019)
Longitudinal Small Business Survey. This longitudinal survey of SMEs
is undertaken by BEIS annually. It focuses on micro, small and mediumsized enterprises (SMEs) – that is, firms with between zero and 249
employees. In this report, editions of the SBS are referenced according to
the year they were conducted: “SBS (2018)” therefore refers to the survey
conducted in 2018 and published in June 2019.
The Department for Business, Energy and Industrial Strategy (2018)
Business Population Estimates for the UK and its Regions. This
annual report produces estimates of the number of private businesses of
different sizes in the UK and their associated employment and turnover,
disaggregated by region, industry and legal status in 2018.
The Office for National Statistics (2019) Annual Business Survey. This
gives a detailed breakdown of the population, employment, turnover and
value added of firms in different industries of the UK economy between
2008 and 2018.
The Office for National Statistics (2020) Business Impact of COVID-19
Survey (BICS). This fortnightly survey records how the turnover, trade
and business resilience of UK businesses have been impacted by
COVID-19 and the policy response. This report utilises Wave 1 to Wave
7 of the survey, which refers to data collected between 9-22 March and
1-14 June respectively.
RepGraph (2020) The Largest Family Businesses in the UK. The IFB
Research Foundation commissioned RepGraph to construct a database
of firms registered in the UK with over £500 million in turnover and
identify the proportion which are family-owned firms. In the study,
parent companies are distinguished from wholly owned subsidiaries.
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ENDNOTES
1.

BIS (2012) Mid-sized Businesses Growth Review defines a mid-size
business as one with turnover between £25 and £500 million
per year. RepGraph (2020) therefore uses over £500 million in
turnover as its definition of a large firm.

16.

However, such risk aversion might also encourage diversification
strategies including exporting as a means to reduce risk.

17.

Quotation from De Massis, Frattini and Lichtenthaler (2011:18).

2.

Family firm turnover was estimated using a similar methodology
as was used to estimate the number of firms and employees: that
is, by multiplying the SBS (2018) family firm prevalence rates for
each employment size category by the total turnover of firms in
the corresponding size category as reported in BEIS (2018a).

18.

Primary, education, arts and leisure, and other services are
grouped into “Other”. Other services relates to the industries
in SIC Section S. This includes: activities of membership
organisations; repair of computers and personal household goods;
and other personal service activities.

3.

GVA estimates were derived by multiplying the estimates of
family businesses’ turnover by ratios of GVA to turnover for each
industry in the UK, which were sourced from the ONS Annual
Business Survey (ONS, 2020c).

19.

See London Economics (2002) for a literature review explaining
why family ownership may lead to the adoption of different
objectives for firms.

20.

4.

The use of a threshold of greater than £500 million to define a
large firm follows BIS (2012) Mid-sized Businesses Growth Review,
which used this cut-off as the maximum for a mid-sized firm.

In an analysis of data from the UK Industrial Trends Survey, Driver
(2017) found that past performance rather than size is a key factor
in understanding firm expectations.

21.

5.

Department of Health and Social Care (2019).

6.

Primary includes the industries in the one-digit Standard
Industrial Classification (SIC) A, B, D, and E. These are: agriculture;
mining and quarrying; electricity, gas, steam and air conditioning
supply; and water supply, sewerage, waste management and
remediation activities.

Family firms have been found to be less skill-intensive than nonfamily firms, in part due to their concentration in labour-intensive
sectors (Andersson et al. 2017). However, their ability to achieve
similar outcomes suggests that there may be a focus on more
informal tacit knowledge.

22.

See also Bacon, Hoque, and Siebert (2013).

23.

Firms that are awaiting a decision on the outcome of their
external finance application are not included.

24.

“Other” also includes Invest NI.

25.

Prime minister’s address to the nation on the coronavirus
pandemic, 23 March 2020. www.gov.uk/government/speeches/
pm-address-to-the-nation-on-coronavirus-23-march-2020

26.

The SBS (2018) survey asked: “Was your enterprise able to get the
materials, goods or services it needed from within the UK in the
last two weeks?”

27.

The Coronavirus Business Interruption Loan Scheme (CBILS)
provides financial support to smaller businesses affected by
the coronavirus. The scheme helps small and medium-sized
businesses to access loans and other kinds of finance up to £5
million. See: www.gov.uk/guidance/apply-for-the-coronavirusbusiness-interruption-loan-scheme

28.

The Bounce Back Loan Scheme (BBLS) enables smaller
businesses to access finance more quickly during the coronavirus
outbreak. The scheme helps small and medium-sized businesses
to borrow between £2,000 and up to 25 per cent of their turnover.
The maximum loan available is £50,000 (See: www.gov.uk/
guidance/apply-for-a-coronavirus-bounce-back-loan). There are
also the Coronavirus Large Business Interruption Loan Scheme
(CLBILS) and the COVID Corporate Financing Facility (CCFF).

29.

Large firms are defined as firms with 250 or more employees.

30.

The ONS publishes the Index of Production, the Index of Services
and Output in the Construction Industry every month. To create
our family business index, we calculated a weighted index that
weights together different industries’ output indices by the
share of total family businesses’ turnover that industrial sectors’
turnover accounts for.

7.

Other community, social and personal services includes arts and
leisure, and non-health related community, social and personal
services.

8.

ONS (2020d), “Public sector employment, UK: December 2019”, 17
March. Using data for 2018.

9.

SBS (2018) defined ethnic minority directors or partners as those
belonging to any of the following groups: mixed race backgrounds
(mixed white and black Caribbean, mixed white and black
African, mixed white and Asian, other mixed background), Indian,
Pakistani, Bangladeshi, other Asian background, black Caribbean,
black African, other black background, Chinese, Arab, or Gypsy or
Irish traveller.

10.

The SBS (2018) question about outside managers is: “Does your
[firm] have any directors in day-to-day control of your [firm] who
are not owners or partners?” Firm is inserted in parenthesis to
reflect the survey’s earlier choice of business, organisation, or sole
proprietorship.

11.

ONS (2018), “Weighted and unweighted distribution of the
Management Expectations Survey sample”, 25 July.

12.

This includes micro SMEs without employees.

13.

“Past 12 months” refers to the 12 months prior to the surveyed
businesses’ responses in the SBS (2018).

14.

Administrative and support service activities Standard Industrial
Classification Section N include: rental and leasing activities;
employment activities; travel agency, tour operator and
other reservation service and related activities; security and
investigation activities; services to buildings and landscapes
activities; and office administrative, office support and other
business support activities.

15.

Agriculture, utilities, real estate, education, arts and leisure, and
other services are grouped into “Other”.
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