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Talent is
more important
than ever

e » Talent is more important than ever in our complex, changing and
et | fast-paced working environment. Since the “battle for talent” concept
,/ became popular years ago, companies have strived to attract the best

people to help them grow successfully. However, it is arguably today
that employees’ skills have taken on even greater importance given
the current climate of uncertainty, technological change and, above
all, new employee mindsets.

Sol Today, employees no longer “ask for” more flexibility, better salaries,
and new opportunities. They demand them. This is nothing new,
except that employees now have a different mindset and approach
their working relationships from a fresh perspective. Nowadays,
they are willing to change, resign or simply leave their jobs, which
contrasts sharply with the situation just a few years ago.

Partner, People Advisory
Services, EY Tax

Competition to attract, retain and nurture talent is on the rise, with
companies sparing no resources to find people to help them improve
their competitive advantage. In this context, family businesses
cannot remain indifferent to a process of change that they need to
embrace quickly. In fact, organizations that are unable to move with
the times will be displaced by those that succeed in recruiting the
best staff.

We have conducted this study in partnership with the IE Foundation
through the Center for Families in Business to analyze exactly where
family firms are in the race to attract the best talent. We believe it is
worth analyzing the strengths and pitfalls that companies may come
across when it comes to hiring the best people. However, above all,
we believe that together we can share our reflections to promote best
practices in talent management as a key element of our

business fabric.
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Are family businesses
sharnessing their full

potential to attract
the best talent?

Family businesses are characterized by their “longevity" and
“resilience,” among other things. This is their ability to continue
producing goods or providing services over decades, to continue
growing profitably and sustainably adding value. This differential
value lies precisely in its “family” nature and in its capacity to forge
links between the employees working in their organizations.

All family businesses are unique and have their own history, but they
Ruiz-Roso tend to coincide in being able to navigate through different periods,
stages and territories while remaining true to their principles. In
other words, successful family businesses are those that know
how to move with the times and take advantage of favorable
tailwinds without deviating from their course. They are committed
to innovation, to conquering new markets and to taking risks when
others hesitate to do so.

Lead Partner, EY Family
Business

In an increasingly difficult business context, where talent is more
important than ever, we ask ourselves how family businesses are
playing their cards right now. Our aim was to find out how companies
where human capital is especially relevant, both in terms of
governance and operations, are adapting to the battle for the best
human resources.

The results of this research, carried out in conjunction with the

IE Foundation through the Center for Families in Business, are
enlightening and, above all, “galvanizing.” The general conclusion is
that family businesses have resources, strengths and capabilities that
put them in a privileged position compared to non-family businesses.
However, in such a fast-paced environment, these advantages are

not always clearly perceived by their employees, which reduces the
pulling power of these organizations to attract and retain the

best people.

From reading the report, it is clear that there is a need to move
forward and to foster a new talent culture in family businesses.
Accordingly, we have put forward a series of recommendations and
steps that will help companies to identify their strengths, reflect
on how they can adapt and, in short, strengthen their competitive
advantage in the tough battle to attract the best talent.
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Family businesses have
the resources to lead
the race for talent

We are delighted to release this study, conducted in partnership
with EY, which addresses the opportunities and challenges for
family businesses in today's working environment. The report
dovetails perfectly with the IE Center for Families in Business'
philosophy of generating cutting-edge knowledge that is practical
and useful for entrepreneurial families.

The report goes beyond simply providing hard facts about the
idiosyncrasies of how family businesses manage talent. It seeks to
forge a constructive dialogue among business leaders, academics,
and human resource specialists on how to build strategies to
effectively attract and retain talent in family businesses. The

Cristina Cruz

Professor, IE University deployment of these approaches is critical to the progress and well-
Director, IE Center for being of Spanish society, given the leading role of family businesses
Families in Business as the main source of private employment in Spain, which is a

reality that often goes unnoticed.

In today's business environment, where people are the driving
force behind success, family businesses excel as unique working
environments that combine professional relationships with the
history, vision, and values of their founders. This report reveals the
challenges facing family businesses in showcasing their advantages
as employers, while meeting the aspirations of employees in the
new workplace. It is vital for family businesses to demonstrate

a clear corporate purpose and encourage a greater sense of
belonging to the organization without neglecting new employee
demands, such as greater flexibility at work, alongside more

Rocio Bonet traditional concerns, such as competitive salaries.

Associate Professor, . b
Human Resources and Numerous research studies conducted by the IE Center for Families
Organizational Behavior, in Business have documented the ability of family firms to adapt

IE University to changing environments, given their strong sense of legacy and

long-term vision. We are therefore convinced that they will be
able to deal with es s fully and eme ge as a
stronger force to be
study puts forward a
ten-point checklist, whic
businesses and for all sta
more competitive when it

R
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CENTER FOR
FAMILIES IN
BUSINESS

IE Center for Families in Business is
the IE Foundation's strategic initiative
and |IE University's unique approach to
add value to family businessowners.
The Center is made up of a team of
international academics and experts
who perform cutting-edge research
from a multidisciplinary perspective.
Its overarching mission is to generate
innovative knowledge and become

an international benchmark, built on
practical experience, for the benefit
of its family business partners, the IE
community and society as a whole.

Through our research and our prestigious
training programs, we prioritize the
development and dissemination of the
distinctive aspects of business families
and their essence as institutions of trust,
highlighting their contribution to society.
On the basis of this uniqueness, we
conduct research to help family business
owners overcome the three main
challenges they face: growth, cohesion
and generational transition.

For further information:
IE Center for Families in Business
https://familiesinbusiness.ie.edu/
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impact of IE University thanks to the
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with strategic partners. Its purpose

is to contribute to the improvement

of society, promoting the values of
diversity, inclusion, entrepreneurship, the
Humanities, sustainability, and innovation
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education and develop talent, as well as
by generating and disseminating state-of-
the-art knowledge.
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The study analyzes the strengths and

challenges of the idiosyncratic employment
relationship of Spanish family businesses in
today's working environment.

The main features of the current labor
market in Spain were defined through
conversations with experts from leading
talent management companies.

New employee demands center
on job flexibility, a clear corporate
purpose and nurturing employee
well-being.

Traditional demands are still
relevant; competitive salaries are
essential to attract talent.

Employees have greater
bargaining power, due to
population shifts, a shortage
of talent (especially in certain
positions) and greater market
transparency.




The analysis of the information gathered
via a survey of 500 employees in Spanish
companies yielded the following results:

a— The main reasons employees cited for

leaving their job in Spanish companies
were (in order of importance) as follows:
dissatisfaction with salary, lack of career
opportunities and lack of flexibility.

& The main reasons for staying in a job

were (in order of importance): job
stability, flexibility, and a positive working
environment.

& The importance and order of priority of

these factors was the same for both family
and non-family businesses. However, we
found major differences between the two:

3.1. A model that predicted employees’
attrition rate found that:

Dissatisfaction with salary was a
more important factor for leaving
a job in family businesses. When
employees went from receiving a
salary at the 10th percentile to a
salary at the 90th percentile, their
intentions to leave the company
decreased by 11% in non-family
businesses, and by 24% in family
businesses.

11

Although family businesses offered
less job flexibility (53% of employees
were allowed to telework compared to
83% in non-family businesses; 56% of
employees in family businesses had
flexible working hours compared to
80% in non-family businesses), and
employees working in them felt that
their working environment was less
conducive to a good work-life balance,
this lack of flexibility had less
influence on employees’ intentions to
quit than in non-family businesses:

When employees went from not
being able to telework to being
given this option, their intention to
leave dropped by 15% in non-family
businesses, yet this had no effect in
family businesses.

Transitioning from a working
environment that was not conducive
to a good work-life balance to one
that was very receptive brought a
34% reduction in the intention to quit
in non-family businesses and a 23%
reduction in family businesses.

3.2. Employees in family businesses were less
likely to leave their job for non-economic
reasons: 8% of employees who intended
to leave a non-family business cited the
non-alignment of personal values with
those of the company as the main
reason for leaving, compared to 5% in
family businesses.

3.3. The job stability offered by family
businesses was a key retention factor:
26% of employees in family businesses
cited job stability as the main reason for
staying in the company, compared to 21%
in non-family businesses.

EY - IE University | Family businesses in the new working environment
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They
better position to...

1 1
71 2

N N N

4 — These differences revealed two sides of
the idiosyncratic employment relationship
in family businesses. On the one hand,
their employees are more committed to
the company (commitment was 5% higher
in family businesses) but they face greater
challenges in retaining talent (the attrition
rate was 8% higher in family businesses).

We used this data and interviews with human resource directors

from leading family businesses in Spain to identify the advantages
and challenges linked to the idiosyncrasies of family businesses to
help them tackle the new demands of today's working environment.

areina But face greater

Provide a clear 1
corporate purpose.

Offer job stability. 2

Offer job flexibility
to suit the needs of 3
each employee.

Create a sense of belonging 4
among employees.

Promote proactivity 5
among employees.

Family businesses in the new working environment | EY - IE University

challenges in terms of...

Positioning themselves as employers
offering competitive salaries.

Providing opportunities for
career advancement.

A good work-life
balance.

Implementing
teleworking.

Preventing perceptions
of unfairness.
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We have put together a ten-point checklist of recommendations
to help family businesses leverage their employment strengths
by dealing with their challenges.

Flexible talent
management
strategies

Employee
reskilling
to ensure a
sustainable
future
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At the close of the 2023 Annual General
Meeting of the Instituto de la Empress
Familiar (Spanish Family Business
Institute), its President Andrés Sendagorta
underscored “the need for broad political
and social consensus to address the
extraordinary difficulties faced by family
businesses in meeting staffing needs
throughout the entire production chain"?. It
is vital to help family businesses overcome
these difficulties, as these firms are
responsible for 67% of private employment
in Spain, or in other words, over 6.6 million
jobs.2

Family businesses are often perceived as

a type of organization that attaches great
importance to values. In fact, according to
the 2022 Edelman Trust Barometer, family-
owned businesses are the type of company
that people most trust in terms of their
ability “to do what is right.”® In a context of
major changes in the global labor market,
where employees increasingly prefer to
work for companies that have a clear
corporate purpose, does this heightened
trust bring a competitive advantage
when it comes to attracting and retaining
talent?

As we will see below, new employee
demands have emerged in the new working
environment, not only in relation to
corporate purpose, but also to job flexibility
and a better work-life balance. Are family
businesses responding to these new
demands in the right way?

EY and IE University, through the IE
Center for Families in Business and EY
Insights, have teamed up to answer these
questions and address the challenges and
opportunities facing family businesses in
today's working environment. The study
was conducted through a survey of 500
employees in Spain and through interviews
with human resource directors in leading
family businesses and with executives at
global staffing companies in Spain.

EY - IE University

It is vital to help
family businesses
overcome these
difficulties, as these
firms are responsible
for 67% of private
employment in Spain.

https://capital.es/2023/06/27/generaciones-
empresa-familiar-consejos/

2 Instituto de Empresa Familiar. https://www.

iefamiliar.com/la-empresa-familiar/cifras/
empleo-y-variables-economicas/

3 67% of the 32,000 respondents surveyed in

the study around the world trusted family-
owned businesses more, compared to 58% in
the case of privately-held businesses. 2022
Edelman Trust Barometer.
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The "future of work" promises to be
very different from the model that has
functioned in most companies since the
1950s. This new working environment
is moving towards shorter employment
relationships. As companies no longer
provide the stability they used to offer in
the past, employees have responded by
decreasing their level of commitment

to organizations.

New employee demands have emerged In
this new context, largely as a result of the
impact of the COVID-19 pandemic. These .
demands include the need for greater job i RN =
flexibility, both in terms of teleworking

and of working hours that enable a better
work-life balance. A recent study by
Randstad* revealed that 45% of the 35,000
employees surveyed worldwide would not
accept a job if didn't have flexible working
hours, and 48% would not accept a job

if it prevented them from enjoying their
personal life.

In addition to flexibility, the experts

from the global staffing companies that
participated in this report mentioned that a
company's corporate purpose, the alignment
of employees’ values with those of the
company, the importance given to physical
and mental well-being, and the chance to
continue to grow and learn, have become
more important in today's labor market,
especially among the younger generations.

4 Randstad Tendencias, 2023.
https://www.randstad.es/tendencias-de-talento/

They include the need for greater job flexibility, both in
terms of teleworking and of working hours that enable a
better work-life balance.
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“New needs have emerged, especially a
growing demand for flexibility. Employees
weigh up what the job can give them,
including opportunities within the company
for personal and professional growth. New
candidates, especially the younger ones,
need to feel that they are part of a bigger
picture, that they are doing their bit to
create something worthwhile. Moreover,
nowadays, young people are not ashamed
to demand mental well-being and ask
companies to take care of them in that
sense.” ManpowerGroup.

“The new generations want companies to
provide them with opportunities to develop
and expand their skills through continuous
learning. This is something they find lacking
in many companies. For example, many
employees tell us that if the firm gave them
a career development plan they would not
leave. Young people are also keen to relate
their personal values to the values of the
company, and that makes the job more
attractive. They are increasingly asking
whether there are any volunteering projects
available.” Randstad.

Experts unanimously agree that, while
companies need to address these new
demands, they must not forget that a
competitive salary is still a necessary
condition to be able to discuss the rest.

“Although the company’s corporate purpose
and values are important for candidates, we
should not underestimate the importance
of competitive, fair salary packages. No
matter how aligned the candidate’s values
are with those of the company, the feeling
of being valued and rewarded appropriately
is critical to their job satisfaction and long-
term commitment. In addition to meeting
new demands, competitive salaries are an
important part of attracting and retaining
talent, and especially younger talent.” The
Adecco Group.
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In addition to these new demands, the
advent of new technologies and the impact
of artificial intelligence are transforming
the employment landscape. Certain skills
are becoming obsolete due to advances in
technology, and other tools are emerging
to optimize processes, thus freeing
employees up from performing repetitive
tasks. According to a recent report by The
Adecco Group®, two out of three employees
think the impact of artificial intelligence
(Al) on their jobs will be positive. Fifty-nine
percent expect Al to reduce repetitive tasks
and allow them to focus on strategic work,
while 54% expect Al will give them access
to professions/jobs that were not accessible
to them before. A recent ManpowerGroup
report coincides with these reflections,

and estimates that by 2025 there will be
149 million new digital jobs, in areas such
as privacy, cybersecurity, data analytics,
machine learning, artificial intelligence, the
cloud and software development®.

All of these future-defining shifts in the
workplace mean that we have not only
changed the way we work, but also how
we think about work as a concept. This
has led to businesses around the world
facing unprecedented staff turnover rates,
coined as the “great resignation,” where
employees “vote with their feet,” and look
for new jobs if their demands are not met.
This high attrition rate is of major concern
to businesses, especially against the current
backdrop of labor shortages, generated in
part by low birth rates in many countries, as
well as by a lack of technical skills that are
required for new jobs. In fact, according to a
recent EY report, 75% of companies around
the world report having difficulty filling job
vacancies.”

https://www.
adeccoinstitute.es/wp-content/uploads/2023/11/
GWoF 2023 Research Deck Adecco Group_Launch.

pdf

https://
www.rrhhdigital.com/secciones/talento/156727/La-
llegada-de-la-generacion-Z-a-las-empresas-define-el-
futuro-del-empleo/

https://assets.ey.com/
content/dam/ey-sites/ey-com/es es/topics/workforce/
ey-estudio-enclave-retencion-talento.pdf

EY - IE University
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Spain is no stranger to this global labor market
reality. According to data compiled by the
Spanish Social Security Treasury (Tesoreria
General de la Seguridad Social), Spain registered
a record number of voluntary resignations

in 2022, rising from 545,000 in 2020 to
1,680,000 in 2022 (see Figure 1).

Increase in the number of resignations in Spain

In addition, according to data collected in

a worldwide survey on telework in 2022,
13% of employees in Spain would consider
quitting their job or looking for another one
if they were asked to return to the office
full-time. This percentage is fairly similar

to the global average, which stands at 15%
(Figure 2).

Family businesses in the new working environment | EY - IE University




Percentage of employees who would consider quitting their job or looking
for another one if they were asked to return to the office full-time

India

Australia

United Kingdom

Netherlands

Canada
Singapore
Turkey
Russia
General total
Sweden
Hungary
Greece

Spain

Average % looking for another job

We are therefore in a working
environment where companies are
competing to hire talent that wields
increasing bargaining power. A recent EY
global study on the future of work shows
that on average, employees have gained
8% in their perceived power in the labor
market since 2019.8

8 EY 2023 Work Reimagined Survey.

Italy
Austria
United States
Germany
Ukraine
Korea
Poland
Malaysia
China
Brazil
France
Japan
Taiwan

According to the experts interviewed,
one of the factors behind this gain is
the shortage of talent, largely due

to the inverted population pyramid
and the speed of change in the
working environment, including
technological advances.

https://www.ey.com/en_gl/workforce/work-reimagined-survey
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“The demand for technology-related
talent has gone beyond the boundaries

of tech companies and is now required

in all industries. Employees have greater
perceived power because there is a shortage
of technological skills. Businesses need

to take a proactive view and assess their
future tech talent needs and invest in
training and the continuous development
of competencies and skills to deal with this
shift.” The Adecco Group.

“There is currently a shortage of talent,
and it is here to stay for two main reasons.
First, the Spanish population pyramid is
being inverted right now. It is wider in the
middle than at the top or at the bottom.
The replacement rate is falling constantly
in Spain. The second reason is the gap
between what companies need and the
training we are offering.” Randstad.

They also pinpointed the challenge that
many companies are coming across, i.e.,
even when talent exists in the market, it
is difficult to attract it with the business
conditions that are currently on the table.

“There is a lot of talk about a shortage of
talent, and a lack of people. It certainly does
exist, but perhaps the mismatch lies in the
difficulty of finding what talent is looking for
and what companies can offer at this point
in time.” ManpowerGroup.

Family businesses in the new working environment = EY - IE University




Another factor highlighted by experts is the
cross-cutting nature of certain job profiles
which means that companies compete for
talent not only against others in the

industry but also in many other sec
_T‘:.ﬂ ‘

thanks largely to the grow
professional networks. In this conte
is vital to nurture the company's brand
reputation as an employer.

“In interviews we used to ask the candidate
for references and now when the candidate
arrives, they already have references about
the business. They are familiar with a
company'’s reputation not only because of
what the firm says on its social networks,
on its website and in the media, but also
because of what current and former
employees say about it. All this data is often
available on the internet and information
comes out of our own companies that

we can'’t control, so we have to be very
careful.” Randstad.

Therefore, a new working reality is
emerging where companies that want

to attract and retain talent need to offer
candidates attractive packages that meet
a wide range of professional and personal
expectations. Firms that manage to deploy
these strategies will win the “battle for
talent.”

EY - IE University | Family businesses in the new working environment
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Quantitative analysis

Our guantitative analysis involved a survey
of 500 employees in non-public sector
companies which had at least 50 members
of staff. All respondents had a permanent
employment contract and academic
qualifications.® None of them held senior
management positions. All employees
surveyed performed tasks that could be
done remotely, regardless of whether they
were allowed to telework or not.

Employees were asked the following
question to ascertain whether they worked
in a family firm: is the company you work in

7/

a family business, i.e., a business in which a
family controls the company? The responses
to this question showed that 23% of the
respondents worked in family businesses
and 77% worked in non-family businesses.®

Respondents in both types of firms had
similar demographic characteristics (gender,
age, education, children), suggesting that
there was no self-selection bias based on
these measurable characteristics as to the
type of person included in a family business
or non-family business.

Qualitative analysis

To explore the challenges of family
businesses in retaining talent in more
detail, we conducted in-depth interviews
with human resource directors from 14
family businesses that are leaders in

talent management in their respective
industries (see appendix for a list of the
participating family businesses). In line with
the quantitative analysis, there were tasks
in all of these companies that could be done
remotely by part of the workforce.

9

Diploma or university degree and/or postgraduate degree.

We also interviewed leaders from the largest
three global staffing companies, The Adecco
Group, ManpowerGroup and Randstad, to find
out how they viewed the current labor market
situation and the key factors in retaining
talent in this new environment, as well as
their perceptions of the advantages and
challenges faced by family businesses versus
non-family businesses in the battle for talent.

The complete methodology and appendices
are available at the following link:

https://assets.ey.com/content/dam/ey-sites/

ey-com/es_es/topics/ey-insights/ey-informe-
ie-talento-empresa-familiar-anexo.pdf

° To check this, we also asked employees to indicate who owned the largest block of shares in their company, giving them
four category options: founder, family group, other type of owner, | don't know. The correlation between the two was 93%.
The conclusions of the report did not vary using either measure.

EY - IE University
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Study
conclusions
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Why do Spanish
employees quit
their jobs?

According to our data, intentions to quit
were higher in family businesses than in
non-family businesses. Moreover, within the
group of employees who intended to quit
their jobs, the percentage that reported
having actively started to look for a new
job!!* was also higher in family businesses.

I8 Intention to quit

Family
businesses

Non-family
businesses

Intention Actively
to quit looking for
another job

" : ' 4

11 |Intention to quit was measured with the question “Are you thinking of changing jobs in the next year?”
Those who intended to quit were also asked the following question “Have you actively started looking
for a job (checking positions available, sending resumes, having interviews)? to find out whether their
intention to quit was genuine or not.

EY - IE University | Family businesses in the new working environment



28

Figure 3 shows that the main factors
for quitting in Spanish companies were

dissatisfaction with salary, lack of

opportunities for promotion and lack of
flexibility. The fact that flexibility was
among the most cited factors reflects the
new labor reality, where employee demands
in this area have increased significantly.

The graph also reveals that there were
major differences between family-owned

and non-family-owned firms:

Economic factors (satisfaction with
salary and benefits) were more
important reasons for quitting a job in
family businesses.

Non-economic factors (non-alignment

of personal values with those of the
company, lack of professional challenges
and job instability) were less important
reasons for quitting in family businesses.

A higher percentage of employees

in family businesses cited a lack of
recognition of their achievements as a
reason for leaving.

A higher percentage of employees in
family businesses mentioned lack of
flexibility as a reason for leaving.

Reasons for leaving

Dissatisfaction with salary

Lack of opportunities for promotion

Lack of flexibility

Insufficient recognition
of achievements

Stress at work
Lack of benefits

Lack of professional challenges

Lack of support from supervisors

Personal values not aligned with
those of the company

Lack of job stability
Insufficient vacation days

Bad working atmosphere

Company does not have a positive
impact on society
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Given the growing importance of flexibility
in the working environment, understanding
the reasons behind the differences in

flexibility between family and non-family
firms is essential to assist family firms

in successfully tackling the challenge of
attracting and developing talent.

The following sections focus on

answering two key questions in this regard:

4.2.

Job flexibility in
Spanish family
businesses

We compared the flexibility offered by
family and non-family businesses by
examining three factors: being able‘t
telework, flexible working hours and
working environment that is conduci\
to a good work-life balance.

' to telework

The number of telework days available was
lower in family businesses than in non-
family businesses. Only 53% of employees
in family businesses in Spain were
allowed to telework, compared to 83% of
employees in non-family businesses.

Is there a significant difference in terms
of the flexibility offered between the two
types of firms? Do employees in family
firms value flexibility differently than
their peers in non-family firms?

In addition, while family firms allowed
employees to telework an average of one
day per week, non-family firms offered an
average of three days per week (Figure 4).

m Availability of telework

)
Family Non-family
businesses businesses

Average number of telework days per week
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The survey results also show that
employees in family businesses chose to
telework less, even when they were allowed
to work remotely (Figure 5).

m Percentage of employees who chose to telework less, by
number of days they were allowed to work remotely'?

60%
50% Family businesses
40%

Non-family businesses
30%

20% /

10% /

0%

2 The percentage of employees
who teleworked five days a week
in family businesses was less
than 1%.

/
:..-/ A
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&

Flexible working hours

Similarly, family businesses afforded Flexible working hours

their employees less flexibility in terms

of working hours than their peers

in non-family businesses (Figure 6).
Fifty-six percent of employees in family

businesses had totally or partially flexible

working hours, compared to 80% in non-

family businesses.

Partially Fixed Totally
flexible flexible

Decision as to which days

employees can telework
ploy Non-family businesses

Evidence shows that the
decision to telework was more

consensus-based in family

businesses, with a significantly

higher percentage of employees

in family businesses reporting

having a process in place to

reach an agreement between

the company and the employee

on which particular days they

could telework (Figure 7). I

Company Employee Agreement
between the
two
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onment conducive to a good work-life balance

Employees in family businesses felt that their working
environment was less conducive to a good work-life
balance than those in non-family businesses (3.76

vs. 4.34 on a scale of 1 to 7 where 1 indicated the
"working environment is not at all conducive to a good
work-life balance” and 7 indicated that the “working
environment is highly conducive to a good work-life
balance", see Figure 8).

9

Assessment of whether the working environment is conducive to a good work-life balance

Non-family businesses
Family businesses

1 2 3 4 5 6 7

& >
Working environment is Working environment
not at all conducive to a is highly conducive to a
good work-life balance good work-life balance

In short, the respondents’ answers
suggest that family businesses are less
flexible than non-family businesses.

Family businesses in the new working environment | EY - IE University
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Is less job flexibility a
disadvantage when it
comes to retaining talent?

To understand the extent to which less Figure 9 corroborates the importance

job flexibility in family firms affects of salary as a key factor in reducing the
employees' intentions to quit,** we used attrition rate in both types of firms, as well
a prediction model to examine the impact as its greater relative importance in family
of flexibility-related aspects according to businesses. When employees went from
whether employees worked in a family receiving a salary at the 10th percentile
business or not.'* Given that Spanish to a salary at the 90th percentile,

respondents pointed to dissatisfaction with their intentions to leave the company
salary as their main reason for quitting their ~ decreased by 11% in non-family firms,
job, the model also included salaries as a and by 24% in family businesses.
predictive factor. Figures 9, 10 and 11 show

the impact of each factor in predicting the

attrition rate.

Relationship between intention
to quit and salary

Family businesses Non-family

businesses
Lower salaries, between 20,000-40,000
(10th percentile)

13 We measured the intention to quit on a scale of 1 to 7, asking employees
to what extent they disagreed or agreed with the following two
statements I often think about quitting my job,” and "I am likely to
start looking for a new job next year” and calculated an average for the
responses to the two questions.

4 We used a linear regression model to estimate the parameters. This
model also included employees’ demographic variables (gender, age,
education, number of children) and job and company characteristics
(salary, number of subordinates, industry, size, and age of the business).

Family businesses in the new working environment = EY - IE University
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The main difference between family and
non-family businesses was teleworking
(Figure 11). Being allowed to telework
was highly important in non-family
businesses, where transitioning from not
being allowed to telework to being able

to do so reduced the intention to quit

by 15%. However, teleworking did not
have a statistically significant effect in
family firms. Therefore, while in non-family
businesses being able to telework proved

to be a key factor in reducing the attrition
rate, it did not seem to influence employees’
decisions to quit in family businesses.

The model also suggests that the lack of a working
environment that is conducive to a good work-life
balance increases the intention to quit in both
types of companies, although somewhat less so in
family businesses than in non-family businesses
(Figure 10). Transitioning from a working
environment that was not conducive to a good
work-life balance (10th percentile) to one that
was very conducive to a good work-life balance
(90th percentile) was linked to a 34% drop in the
intention to quit in non-family businesses and a
23% reduction in family businesses.

BRI Relationship between intention
to quit and working environment
conducive to a good work-life balance

Family Non-family
businesses businesses

The working environment is not at all conducive to a good work-life balance

BCICREEY Relationship between intention
to quit and teleworking

No teleworking
Teleworking

Non-family
businesses

EY - IE University = Family businesses in the new working environment
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Finally, flexible working hours did not
explain employees' intentions to quit,
regardless of whether they worked for
family firms or not.

These findings suggest that employees’
intentions to quit in family firms were less
affected by having a working environment
that was conducive to a good work-life
balance and the availability of teleworking
than in non-family businesses. However,
this should not lead to the wrong conclusion
that family firms can ignore employees'
demands in this area.

Our data revealed that when family

firms provided teleworking options,
employees' perceptions of the firm's
working environment were more positive
(Figure 12). Specifically, they perceived
greater autonomy and support from their
supervisors, as well as less nepotism. In
addition, they had a better perception

of their company's innovative capacities
and felt that the firm was less reliant on
doing things traditionally. These positive
perceptions in turn reduced employees’
intentions to leave the company, suggesting
that, indirectly, being able to telework did
contribute to retaining talent in family
businesses.

BCLICREYY Difference (in %) in working environment perceptions between
family businesses that offered teleworking and those that did not

Autonomy  Support from Clear Innovative
supervisors organizational abilities
goals

Tradition

Nepotism

In short, the findings gleaned from the reasons for
quitting in general and the role played by job flexibility in
particular, seem to indicate that employees in family firms

value other factors when deciding to stay in their jobs. To
explore this further, we compared the responses between
family and non-family firms regarding the retention factors
most frequently mentioned by the employees who stated
that they did not intend to leave their companies in the
following year (81% of the total sample).
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What are the retention factors Z

in family businesses?

Figure 13 shows that the two retention
factors most cited by respondents who
did not intend to leave their companies

were stability and flexibility, although their

relative importance varies considerably

depending on whether the company was a

family business or a non-family business.

Twenty-seven percent of employees
in family businesses cited job stability
as the main reason for staying at a

company compared to 21% in non-family

businesses.

Flexibility was a less important retention
factor in family businesses, as it was 7%

lower than in non-family businesses.

The importance of a good working
environment emerged as a key retention
factor and was equally important in
family and non-family businesses.

There were no significant differences

in the remaining factors, although in

line with the reasons for quitting, we
observed that employees in family
businesses cited non-economic factors
such as “positive impact on society” and
“support from supervisors" as important
retention factors.

BT CRKY Retention factors

Stability
Company benefits
Good working environment

Support from supervisors

Personal values aligned
with those of the company

Recognition based on merit

Company has a positive
impact on society

Professional challenges
Job flexibility measures
Opportunities for promotion
Good workload management

Salary
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Duality of family b
in the battle for t:

In conclusion, employees’ response
survey reflect differences in percep
about the employment relationship i
and non-family businesses.

» Employees in family firms reported company’
that family businesses offered them businesses than in non \ iness
stability as well as jobs that were more (4.49 vs. 4.29 measured on a scale of
challenging and had a greater impact on 1 (very low) to 7 (very high)). However,
society, compared to employees in non- we should not forget that this increased
family firms. commitment to family businesses contrasts

sharply with employees’ intention to quit, as
> Family businesses were less competitive we mentioned at the beginning of this report

in terms of salaries and flexibility (25% in family businesses compared to 17%
than non-family businesses, although in non-family businesses).

flexibility appeared to be less important

for employees in family firms. Therefore, the findings from employee

responses reveal that family businesses
have a unique employment framework
which has two sides to it: one that fosters
a strong emotional bond between the
employee and the company, and another
that points to greater challenges when it
comes to retaining talent.

We conducted a series of interviews with
human resource directors in leading
Spanish family businesses to find out more
about the reasons for this dichotomy in
family firms and to discover how companies
are successfully adapting to the new

labor market reality. In these interviews

we initially sought to gain a better
understanding of the consequences of the
two sides or duality of family businesses.
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The duality of family business employment
relationships can be summarized in five
points that highlight both the strengths of
family businesses and the challenges they
face in the "battle for talent.”

Family businesses are in a better position to
provide their employees with a clear corporate
purpose, yet they face greater challenges in
positioning themselves as organizations that
offer competitive salaries.

The human resource directors pointed out that one of
the greatest strengths of family businesses is their clear
corporate purpose. This heightened purpose is explained
by the unique nature of the family business employment
relationship, in which employees have close ties with
the owners.

In my view, people stay in a family business because
they feel they are close to decision-making and to
management. The fact that you can influence the
decision-making process in @ company increases your
commitment to it, because in the end you realize that
you are part of a bigger picture, that it is not just a
business, it is a family.

This close relationship with the owners may pose a challenge
for family businesses in retaining its employees for economic
reasons (salary and benefits). This issue appears to be real:
our quantitative data show that economic considerations
were the main reason why employees intended to leave

their jobs in family businesses. Although the interviewees
suggested that saying that the salary was the reason why
they wanted to leave actually masked other factors.

In general, staff don’t leave because of money,; most
of them say they are leaving because they want to
grow careerwise and be promoted when asked in their
final interviews. They are probably being given the
chance to take on a position of greater responsibility,
which brings better compensation.

Respondents justified lower salaries in family businesses on
the grounds that there is greater control over spending in this
type of firms.

Salaries are lower because family businesses are much
more prudent in terms of spending. They are more
careful with investments, and it is more difficult to
convince them to take the plunge. They are happier to
spend more on training and looking after their
employees, because they see it as an investment.

EY - IE University = Family businesses in the new working environment
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Family businesses are in a better position
to offer job stability to employees, yet
they face greater challenges in providing
opportunities for career advancement.

Job stability is the greatest retention factor in Spanish companies,
and family businesses have an edge in this regard. Greater job
stability was confirmed by several human resource directors,

who indicated that family businesses were reluctant to make

redundancies and lay people off as a solution to cost-cutting, even
in crisis situations.

I think that family businesses do everything they can before
making redundancies or laying people off, often at the cost
of sacrificing their own assets. The principle that my people
should not suffer is totally ingrained..

When the pandemic hit, the first thing the shareholders said
was that nobody was leaving. As long as the company had
the resources, they were not getting rid of anyone, which
strengthens the idea of how important people are to

the company.

However, banking on job stability as a retention factor can also be
problematic for family businesses, as it can lead to insufficient staff
turnover, creating a lack of promotion opportunities.

Low turnover is an advantage, because it builds loyalty but,
on the other hand, it sometimes becomes a handicap when it
comes to promoting and developing people’s careers.

Family businesses in the new working ronment¥ P niversity-
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Family businesses are in a better position to offer
job flexibility that suits individual employee needs,
yet they face greater challenges in terms of work-
life balance.

The family business employment framework is based on “relational
contracts,” where greater emphasis is placed on personal
relationships and on meeting employees' individual needs. In

line with this trust-based employment model, family businesses
understand job flexibility as being “tailor-made” to fit each
employee’s particular situation.

We are totally flexible as a company. It doesn’t matter if it's a
medical problem, family issues, kids, or whatever. All the
employees know that if they have a specific personal
problem, they just need to talk to their department manager,
and it will be sorted out. We are completely flexible in terms
of people taking time off.

Many interviewees suggested that this tailor-made flexibility
explains why family businesses are not as receptive to teleworking
and also thought that this may be why employees do not see
teleworking as being such a major retention factor. In this sense, job
flexibility goes beyond teleworking.

Flexibility is a concept that goes beyond teleworking and
that's where I think family businesses have always been more
accommodating. The owners make you go to the office, but
when you tell them that your son has to do a test in Boston,
they'll take you to Boston if necessary. A family business
owner may not see why you have to leave on Thursday
afternoons because you are teleworking, but they may
understand if you ask them whether you can leave on
Thursday, fFriday and Monday for a good reason.

This customized flexibility generates a feeling of reciprocity that
fosters high levels of engagement with the company.

You are asked to do things that are not part of a standard
working relationship, for example, driving 300 km in a
morning to sort out an emergency somewhere... when | am
asked, I am more than willing to go because | know that when
I need it, the company is there for me and is happy to help
me out.

However, the human resource directors also admitted that this
customized model, when taken to the extreme, can create a climate
that is not conducive to a good work-life balance.

Employees work flat out here, but the fact that they give it
their all leads to a poorer work-life balance. For example, up
to now, if an employee has asked for shorter working hours
this has put their career on hold.

EY - IE University = Family businesses in the new working environment
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Family businesses are in a better position to
create a sense of belonging among employees,
yet they face greater challenges in implementing
teleworking.

The family business working environment, which has a clear
corporate purpose and more attractive professional challenges

for employees, needs strong personal relationships, based on a
sense of belonging to the family and to the business concept. These
relationships require physical proximity, which may explain why
family businesses are more reluctant to implement teleworking.

‘ ‘ Our culture is largely based on personal relationships. We
believe that the creativity needed to solve problems and the

collaboration required to overcome challenges involves
physical interaction. That is why our company has not
invested heavily in teleworking. We want to see each other
face-to-face, and we want everyone to be here. There is an
option to telework a few days a year and if someone needs to
or if something comes up, we can put together a “tailor-
made arrangement.” But we don’t encourage teleworking on
a reqular basis because it doesn’t really fit in with what
makes things work here.

However, since COVID, teleworking is now looked upon in a

more favorable light. There is general agreement that there is

a considerable increase in employees’ demands for teleworking

and that if they are not able to respond to them, they may have
difficulties in recruiting people, especially to fill vacancies in certain
positions.

‘ Teleworking is being implemented and things are becoming
more flexible, because we have a family and a Board of
Directors that listens and understands that if we do not make
it available, we are going to have problems recruiting people.
But they are not doing it because they believe in it. They
have experienced the exact opposite, i.e., always being at the
office, and that is what has made them successful.

We have to implement teleworking because it is a market
requirement for some positions. For example, it is a must for
digital and IT positions.

In addition to allowing people in certain positions to telework, some
human resource directors stated that teleworking has helped them
to offset one of the basic challenges that many family businesses
face when it comes to attracting and retaining employees.

Family businesses in the new working environment | EY - IE University
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‘ We know that one of the problems we have is location, which
is why we allow people to telework two days a week in
specific cases. We are very flexible. We always try to strike a
balance.

Finally, despite the higher potential cost of implementing
teleworking in family businesses, there is no evidence that this
system is incompatible with good performance.

‘ ‘ We have already implemented a system of part-time
teleworking for many jobs that can be done remotely, and it
hasn’t reduced employee performance. We have actually
realized that work is done more efficiently, in other words,
we have found that some people are more productive when
they telework.

Family businesses are in a better position to foster
proactivity among employees, yet they face greater
challenges in preventing perceptions of unfairness.

A tailor-made employment relationship, such as those encouraged
by family businesses, means that processes can be less formal. This
way of working has some advantages, as it tends to be more agile
and intuitive, thus increasing proactivity among employees.

More agile management means that employees are more
involved in decision-making because they feel that they can
go beyond what is established in their contract, since this is
what the owners expect.

However, sometimes a lack of professionalism can have negative
consequences, such as unobjective decision-making, which could
lead to perceptions of unfairness.

A multinational or a company with various owners inbuilds
processes as a way to prevent subjectivity. This does not
occur in family businesses. Even though processes are in
place, power is still concentrated in the hands of a few.

Moreover, working with more informal processes can also be
problematic if the company grows quickly, as it makes it difficult to
implement talent management policies.

What struck me the most when | started working in a family
business is how informal everything was. When we
implemented teleworking, we had to put the cart before the
horse because there were no processes in place.
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Our findings suggest that family businesses
need to be able to capitalize on the
strengths inherent to their employment
relationships, while proactively adapting

to employees’' changing expectations and
needs in today’'s working environment.

The following are ten key recommendations
for family businesses to leverage their
strong points in the battle for talent to
address the challenges of the labor market.

Clear corporate

purpose to

attract talent

and forge Ongoing

commitment moves towards
flexible working
arrangements

Innovative,
humanistic
leadership

Well-being Competitive
as a talent salaries

retention to attract and
strateqy 09 Ten retain talent

recommendations
to help family
businesses

develop talent Fairness
as a core

corporate
principle

06

Employee Internal
reskilling mobility to
to ensure a build career
sustainable Consistency opportunities
future to enhance

employer

branding
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01

The corporate purpose of

the family business must be
clearly conveyed throughout
the hiring process, from initial
interviews to onboarding, so
that candidates understand the
unique value and opportunities
inherent to working for the
firm.

The corporate purpose must

be conveyed by creating a
uniqgue narrative, measuring

its uptake, and defining a

set of initiatives that enable
employees to understand

how this purpose impacts on
business results and on society.

02

Flexible working environments
must be created to respond

to new employee demands,
including teleworking, without
compromising on a customized
approach to employees' needs
in terms of the work-life
balance that family businesses
currently offer.

03

Competitive salaries
to attract and retain
talent

Family business compensation
policies should be continuously
compared with market
benchmarks so as to offer
competitive salary packages.
These should be understood as
an investment in human capital,
which is essential to successfully
overcome the challenge of
finding the right talent.
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Fairness as a core
corporate principle

The existence of a merit-
based culture that promotes
equal opportunities must be
conveyed to employees who
must be convinced that they

can flourish based on their
achievements.

015

Internal mobility
to build career
opportunities

Businesses must continue to
focus on job stability while
ensuring internal upward and
cross-functional mobility,
providing new learning
scenarios for employees to
enhance their experience,

and promoting new career
opportunities which, in turn,
contribute to the development
of key competencies in the
company.

06

Consistency
to enhance
employer branding

It is essential to ensure
consistency between how the
company says it acts and how

employees are treated, if firms
are to maintain their credibility
and reputation in the labor
market and prevent damage
that could jeopardize the family
business’ image as an employer.
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sustainable future

“Businesses must accelerate
employee upskilling and
reskilling to ensure the
organization and its future
objectives are aligned with
securing key capabilities.

08

Flexible talent
management
strategies

Talent management strategies
must be implemented to
combine increasing the loyalty
of internal talent, through in-
house development, with the
recruitment of external talent
to meet specific company

and employee needs at any
particular moment in time.
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Well-being as a
talent retention
strategy

The values of the family
business model in which
looking after employees is a
priority must be showcased,
promoting initiatives to support
employees’ physical, mental,
social and economic
well-being.

10

Innovative,
humanistic
leadership

It is essential to leverage

the importance of values

and legacy care in family
businesses to foster leadership
styles that encourage

learning and upskilling, the
approachability of leaders,

the delegation of decision-
making, and the importance
of teamwork in increasingly
diverse geographical working
environments.

51
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This material has been prepared for general informational purposes only and is not intended
to be relied upon as accounting, tax, legal or other professional advice. Please refer to your
advisors for specific advice.
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