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Abstract 

Family firms currently face the largest transfer of wealth in history, notably “The Great Wealth 

Transfer”. However, the current literature exhibits a lack of research concerning the valuation of 

privately-held family firms. Based on this, the paper contributes in two ways. Firstly, the paper 

investigates the relative transaction value of privately-held family firms in Scandinavia compared to 

privately-held non-family firms. Secondly, the paper examines how specific family characteristics 

affect this relative transaction value.  

Based on a sample of 56 family firm transactions and 219 comparable transactions, the paper 

applied a multiple transaction approach to estimate the relative transaction value of privately-held 

family firms compared to privately-held non-family firms. Subsequently, this paper utilised multiple 

regression analysis in order to investigate which specific family firm characteristics that affect this 

relative transaction value. 

The findings of this paper contribute to the current literature on two levels. First, the paper finds 

that privately-held family firms are on average acquired at a discount relative to privately-held non-

family firms. Secondly, the paper provides knowledge on specific family firm characteristics which 

might affect the relative transaction value of privately-held family firms in Scandinavia. It does so 

through four findings: (I) the paper finds that true family firms on average trade at a higher 

discount as opposed to founder-owned family firms. (II) an increase in the number of independent 

board members on average lowers the discount of family firms. (III) a family firm chairman on 

average lowers the discount of privately-held family firms. (IV) the paper finds that a strategic 

buyer on average increases the discount compared to a financial buyer when looking at our specific 

sample of transactions completed within the investigated time period. 

In sum, the results of this research paper highlighted that privately-held family firms could benefit 

from professionalisation and optimisation of internal dependencies of the firm. Based on this, the 

paper recommends family firms to prepare themselves, for the coming years transfer of wealth, if 

they are considering a sale to a third party. The findings suggest that lowering internal 

dependencies could increase the likelihood of completing a sale and potentially even increase the 

transaction value.   
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1 - Introduction 

Over the next 30 years, the world is going to experience the largest transfer of wealth in history 

(Accenture, 2015; Bergfeld, Bergfeld & Bannys, 2017; PwC, 2018). Namely, the generation of 'baby 

boomers' retire, and begin the succession process and consequently pass their wealth on to the next 

generation. This transfer of wealth is estimated to amount to 30 trillion USD in North America alone 

over the coming thirty years (Accenture, 2015). Surprisingly, whereas the phenomenon of mergers 

and acquisitions (M&A) has attracted fascination and interest from a broad range of scholarly 

disciplines, only a relatively low amount of research has been conducted on the acquisition of 

family firms (Cartwright & Schoenberg, 2006; Granata & Chirico, 2010). The low amount of 

research seems surprising considering that family firms are the most common type of 

organizational form across the globe representing as much as up to two-thirds of all companies, 

employing around 60% of the global workforce and contributing over 70% of the global GDP (FFI, 

2017). One of the most pressing issues within M&A is the question regarding the valuation of the 

target. The acquirer wishes to maximize their wealth by obtaining the lowest possible price, 

contrary to the seller who wishes to maximize their wealth by selling at the highest possible price. 

In order to complete a transaction, an equilibrium between the acquirer's perceived value and the 

seller's perceived value must be obtained. Surprisingly, an even smaller amount of research has 

been done within the field of valuation of privately-held family firms. Specifically, most of the 

research done with regards to the valuation of family firms investigates the value of listed family 

firms and how they perform relative to listed non-family firms (Anderson & Reeb, 2003; Maury, 

2006; Barontini & Caprio, 2006; Villalonga & Amit, 2006). To the best of our knowledge, very few 

have investigated the relative valuation of privately-held family firms (Granata & Chirico, 2010; 

Gonenc, Hermes, Sinderen, 2013). Moreover, only the research conducted on listed family firms has 

investigated the valuation effects of the specific family firm characteristics that separate them from 

non-family firms. 

Most research on the relative valuation of family firms has been performed on US and European 

companies, and not on smaller regions such as Scandinavia. Given the availability and transparency 

of financial information in the Scandinavian region, more nuanced studies can be conducted of 

privately-held companies in this region compared to the US and Europe. In the US and Europe, the 

availability of financial information for privately-held companies is limited, which makes the 

collection of accurate data challenging. Thus, focusing on the Scandinavian region enable us to 

expand the research regarding the relative valuation of privately-held family firms compared to 

non-family firms. Moreover, by taking specific family firm characteristics into account and assess 
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how these potentially affect the valuation of privately-held family firms, enable us to make 

suggestions about how family firms potentially can increase the likelihood and value of a 

transaction. 

1.1 - Research question 

As indicated through our introduction, it seems surprising that we are approaching ‘the greatest 

transfer of wealth in history’, but research regarding the valuation of privately-held family firms 

seem relatively scarce. Thus, we find it interesting to investigate the transaction value of privately-

held family firms in Scandinavia relative to privately-held non-family firms, and how specific family 

characteristics affect this value. Hence, we aim to investigate the following research question:  

How does private Scandinavian family firms perform relative to non-family firms with respect to 

valuation, and how do specific family characteristics affect this relative valuation of family firms? 

Rooted in this research question, the paper strives to contribute to the current literature on 

valuation of family firms in two ways. Firstly, it expands the knowledge within the field of the 

relative valuation of privately-held family firms. Secondly, the objective of this paper is to broaden 

the knowledge of valuation effects arising from the specific characteristics of privately-held family 

firms. Through this, the paper aims to enlighten family firms about their relative transaction value 

as well as the potential initiatives that can prepare them for the forthcoming transfer of wealth, if 

the family intends to sell the family firm to a third party. Furthermore, due to the limited focus on 

the Scandinavian family firms, the paper aims to expand the literature on valuation of privately-

held family firms within this specific region.  

1.2 - Delimitation 

The paper focuses primarily on wholly-owned privately-held family firms in the Scandinavian 

region while investigating the transaction value of privately-held family firms compared to similar 

privately-held non-family firms, namely their relative transaction value. Recreating the study in 

other regions could potentially provide different results, which limits the conclusions of the paper 

to the area of Scandinavia. Furthermore, the paper limit itself to family firms acquired at an 

enterprise value of 10 EURm or above. The findings of the thesis, therefore, only provide evidence 

for family firms of a specific size. 

When referring to Scandinavia throughout the study, we imply the three countries; Denmark, 

Norway and Sweden. Furthermore, when referring to family firms, we utilize the broader family 

firm definition presented by McConaughy, Walker, Henderson & Mishra (1998). A family firm is by 
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McConaughy et al. (1998) defined as a firm run by a single founder or descendants to the founder. 

Furthermore, we limit ourselves to look into privately-held companies which both apply to the 

family firms and the comparable firms. This entails that when referring to family companies in the 

analysis and discussion, we always refer to privately-held family firms in Scandinavia unless 

otherwise stated. Lastly, we ensure that the comparable firms are non-family firms in order to 

investigate the valuation of family firms relative to non-family firms.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   
 

  8 
 

1.3 - Master thesis structure 

The structure of this paper is illustrated in figure 1. Section 2 presents a general introduction to 

family firms as an acquisition target, including an overview of the current outlook for family firms. 

Section 3 investigates the current literature within the area of family firm performance and 

valuation. In section 4 the contribution which this paper intends to provide to the current literature 

is presented. Subsequently, section 5 will develops hypotheses based on the literature review. 

Section 6 elaborates on the methodology of this paper, namely it goes through the sample 

construction and empirical approach. Section 7 provides an overview of the general sample 

statistics. This is followed by section 8, that analyses the results of our calculations with respect to 

the relative transaction value of privately-held family firms in Scandinavia compared to privately-

held non-family firms. Moreover, this section also analysis the results of the multiple regressions 

which was utilized in the paper. Section 9 & 10 discuss the findings from the analysis, the validity 

and limitations of the paper. Section 11 elaborates on the associations we have been able to infer 

and relate these to managerial implications for family firms. Lastly, section 12 & 13 concludes and 

propose future research based on the findings of the paper.  

Figure 1 – Overview of the paper 
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2 - Introduction to family firms as an acquisition target 

To set the scene for the forthcoming literature review, analysis and discussion, this section provides 

a description of the succession decisions, which is a significant moment in a family firm’s life cycle 

(Brockhaus, 2004). Notably, how the involvement of a third party at an increasing level is becoming 

a potential exit strategy for family firms in their succession decision. Lastly, the section investigates 

how family firms can optimize their preparedness for the potential sale of the family firm. 

As mentioned in the introduction, family firms are the most common type of organizational form 

across the globe, estimated to represent around two-thirds of all companies (FFI, 2017). Multiple 

authors support this, Bennedsen, Fan, Jian & Yeh (2015) state that “Globally, many if not most 

businesses have concentrated ownership by founders or founding family members, and often the 

family owners are also the senior managers” (Bennedsen et al. 2015, p. 212 - 213). Miller, Steier & Le 

Breton-Miller (2003) finds that throughout the world, more than 75% of all registered companies 

in most economies are family firms. Some of these firms have an important decision to make about 

whom the future owner of the firm should be. Mickelson & Worley (2003) states that many family 

firms, at some point in time, find themselves at a crossroad about the future of the company. Some 

of the considerations for the family firms is whether they should transfer the firm to the next 

generation, take the firm public, grow the business themselves or sell the family firm to a third 

party. However, far from all family firms manage to ensure the survival of their business for 

multiple generations. Concerning this, Ward (1997) states that fewer than 30% of family firms 

survive into the second generation, and only around 15% make it to the third generation. These 

numbers indicate the importance for family firms to make the right decision concerning the 

survival of the family business. This is further supported by the ‘Buddenbrooks effect’ which is 

often used to describe family firm’s low possibility of survival through multiple generations (Colli, 

2003). The Buddenbrooks effect refers to the inadequacy of the heirs to obtain the same amount of 

success as their predecessors. Namely, there is a general tendency for the family firm’s performance 

to decline over a period of three generations (Colli, 2003). In addition to this, multiple reports find 

succession as one of the central issues for family firms in the future. In Deloitte’s global family 

business survey from 2019, they among other things investigate the preparedness of family firms 

for the next 10-20 years. They ask owning families about their preparedness concerning their 

ownership, governance, succession and strategy. The report find that succession generally is the 

parameter of which family firm respondents assess themselves as least prepared (Deloitte, 2019). 
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The low likelihood for family firms to survive for multiple generations and the lack of preparedness 

concerning succession indicates the importance for families to consider all possibilities about the 

future of their company. Specifically, they need to ensure that the legacy of the family does not 

come to a sudden end. In some cases, family members or others might think that selling the family 

firm is a sign of greed or indicate lack of abilities to lead the family firm into the future. However, it 

can also pose as a significant opportunity for the family to succeed as an enterprising family and 

prove the best solution for the future of the company (Davis & Pellegrin, 2019). The authors further 

present a guiding principle, namely that families should use their assets, so they ensure 

productivity and manages to return value and satisfaction both to society and the family (Davis & 

Pellegrin, 2019). They further state that if the family cannot fulfil this, the family should consider 

selling the business to someone who could do better and allow for the family to focus elsewhere. 

This notion is similar to what is stated by Bennedsen et al. (2015), namely that the family only is 

going to be active owners if they can share assets and overcome the challenges presented before 

them. Based on this, Davis & Pellegrin (2019) further presents two reasons why families should 

consider selling their business when they have reached a sellable size. First, if they are unable to 

adapt to the constantly changing environments and therefore lose their competitive advantage. 

This loss of competitive advantage could in the worst-case result in the company merely dying out, 

and the family would be left with none of the value the family firm otherwise possessed. The second 

reason why family firms should consider selling is that families change over time and through 

generations, concerning both interest and skills. The argumentation is similar to the first reason for 

selling the family firm, namely that it is better to sell and gain something from the family business 

as opposed to seeing it all vaporize (Davis & Pellegrin, 2019).  

Globally and especially in continental Europe, a family business is still synonymous with insider 

succession (Colli, 2003). However, a trend seems to be prevailing, which points toward a more 

unprejudiced perspective on the involvement of a third party in the family business. Deloitte (2019) 

finds that one-third of the respondents would be willing to give up control in the family firm in 

exchange for greater financial success. Similar to these findings, PwC (2018) finds that private 

equity and family firms are reaching a convergence of interest. Even though most family firms still 

rely on banks as a source of financing, they additionally find that around one-third of the 

respondents would consider private equity as a source of financing. More specifically the report 

finds that family firms to a larger extent are interested in the professionalization of the family firm 

and that their ambition for long-term value creation increasingly matches the ambitions of private 

equity (PwC, 2018). A PwC study in Germany found that the family firm openness towards private 
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equity has gone from 18% in 2011 to 83% in 2017 (PwC, 2018). Over the coming decades, there is 

going to be the largest transfer of wealth in history, as the generation of baby boomers passes their 

wealth on to the next generation (Accenture, 2015; Bergfeld, Bergfeld & Bannys, 2017; PwC, 2018). 

Similar trends are found in Denmark, where up to 17.000 founder-owned companies have to 

transfer their wealth to the next generation before 2025 (Bennedsen & Meisner, 2015). Bennedsen 

& Meisner (2016) further investigate the succession trends of Danish founder-owned companies. 

These founder-owned companies constitute one type within the family firm categorization. They 

are the companies that have the potential of becoming true family firms in the future. Bennedsen & 

Meisner (2016) find that 25% of the respondents expect to sell their business to a third party. The 

authors also state that the market for M&A of family firms is likely to become increasingly active in 

the coming years (Bennedsen & Meisner, 2016).  

The above paragraphs aimed to explain the importance of knowing when to sell the family firm and 

further indicating the likelihood for family firms increasingly being a potential target for acquirers. 

The following, therefore, present the importance of a family firms’ ability to prepare themselves for 

acquisition rather than internal family succession. Plenborg & Nørbjerg (2009) state that the firm 

which does not prepare for a sale is more likely to experience difficulties in obtaining a satisfying 

sales price and even completing the sale. To better prepare for this, Plenborg & Nørbjerg (2009) 

presents eight parameters enabling privately-held firms to improve their preparedness for a 

transaction. They separate these into internal and external factors: 

Table 1 – Internal and external factors that affect a firm’s preparedness for a transaction  

 

Since this study aims to investigate the relative transaction value of family firms and how specific 

family firm characteristics affect the valuation of family firms, we limit the study to investigate how 

preparation concerning “Internal dependence” and “Strategy and management” can impact the 

valuation of a family firm. Internal dependencies refer to how firms should optimize their firm by 

lowering their dependence on specific individuals, especially the owner (Plenborg & Nørbjerg, 

2009). Strategy and management relate to how a firm should prepare for a sale by ensuring a clear 
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strategy and especially having the right board of directors and management team in place 

(Plenborg & Nørbjerg, 2009). We limit ourselves to investigate the implications of internal 

dependence, namely the management and board of directors, as we find these to overlap with the 

specific family firm characteristics. There is an increasing interest from family firms in transferring 

ownership to a third party and involvement of private equity in their ambitions to further grow 

their family firms, as well as the general transfer of ownership which is expected in the coming 

years (PwC, 2018). Through this we find it increasingly interesting to investigate how privately-

held family firms perform concerning transaction value relative to privately-held non-family firms, 

and further how specific family characteristics affect this relative transaction value. This enable us 

to provide suggestions about initiatives that can be undertaken by a family firm in order to 

optimize the sales process. 

3 - Literature review 

The following presents the theoretical field in which we operate and the field we wish to 

investigate. The section aims to map and to give a review of the current literature that enable us to 

determine the factors that influence the transaction value in the acquisition of a privately-held 

family firm relative to a privately-held non-family firm. After we have reviewed the current 

literature, the section highlights the potential gaps of the current literature. Based on a critical 

perspective of the current literature we then proceed to the hypothesis development section, where 

we develop the hypotheses that provides the base for our further investigation of the relative 

transaction value of privately-held family firms. 

Based on our literature research, we have found two areas of literature to be especially essential for 

us to form conjectures and empirically investigate the transaction value of family firms relative to 

non-family firms, and which specific family characteristics that separate family firms from non-

family firms. The two areas are the performance of family firms relative to non-family firms and the 

perception of value with regards to family firms. Based on these, the literature review consists of 

three sections, firstly “Performance of family firms”, secondly “Perception of firm value from the 

acquirer’s point of view” and thirdly “Perception of firm value from the family’s point of view”. 

Firstly, we investigate the relative performance of family firms compared to non-family firms. The 

investigation provides knowledge of the specific family characteristics that determine why a family 

firm is likely to be acquired at premium or discount relatively to non-family firms. Secondly, we 

investigate how the value perception could potentially affect the value of a family firm from an 
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acquirer and a seller’s perspective, to better understand the valuation considerations concerning 

family firm.   

3.1 - Performance of family firms 

The following performance section is rooted in a framework provided by Pindado & Requejo 

(2015). Their paper provides an overview of the growing body of empirical research within the 

field of family businesses. The framework sheds light on the performance of family firms from a 

corporate governance perspective, namely outlining the role of family ownership and family control 

for the performance of family firms. Pindado & Requejo (2015) state that the performance of family 

firms and non-family firms differ even though they possess similar levels of resources, which is 

because family firms and non-family firms have different governance structures. Specifically, they 

present three explanations to the differing performance of family firms compared to non-family 

firms; (I) ownership structure, (II) corporate decision making and (III) the succession process. The 

literature review is based on this framework because the three explaining factors presented by 

Pindado & Requejo (2015) are similar to factors found to be prevalent throughout our research. 

Namely, these components are prevalent as the explaining factors to why family firms might 

perform differently compared to non-family firms (Anderson and Reeb, 2003; Barontini & Caprio, 

2006; Maury, 2006; Villalonga & Amit, 2006). The following investigate how the ownership 

structure of a family firm affects performance, and afterwards investigate the decision making from 

the perspective of how active family ownership affects the family firm performance. As part of the 

influence of active ownership, we briefly look into the influence of the succession process, by 

investigating how descendants to the founder affect the family firm’s performance.  

3.1.1 - The influence of ownership structure on firm performance 

Anderson & Reeb (2003) sets out to investigate the relationship between family ownership and 

firm performance. The primary finding is that firms with family ownership can obtain higher 

profitability concerning ROA, and a higher valuation for Tobin’s Q compared to their non-family 

counterparts. Like Anderson & Reeb (2003), Maury (2006) and Barontini & Caprio (2006) analyse 

the performance both from a valuation perspective and from a profitability perspective and find 

similar results. While Anderson & Reeb (2003) focus on the US, the other two papers focus on 

performance in continental Europe. Anderson & Reeb (2003) states that the difference in 

performance is a consequence of the family firm’s ability to reduce agency problems without 

leading to significant decreases in decision making efficiency. The explanations provided by Maury 

(2006) are similar to that of Anderson & Reeb (2003). The author states that family ownership 
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decreases the classical agency problem between owners and managers when the family ownership 

and control level is lower. Maury (2006) then adds that at higher control levels, the potential for 

family opportunism increases and therefore lowers the valuation of the family firm. Likewise, 

Anderson & Reeb (2003) argues that there is a non-monotonic relationship between ownership and 

performance. The relationship amounts to a non-linear relation between performance and the 

ownership concentration. They suggest that the performance gains from being a family firm tamper 

off at around 30% of ownership. Notably, family firms have upsides from reducing agency conflicts 

until a point when the family opportunism begins to counter the upside of reducing agency costs 

and instead begin to make decisions that prioritise family gains rather than firm value creation. 

Oswald, Muse & Rutherford (2009) state that two opposing standpoints have advanced to explain 

the presented relationship between firm performance and family control due to the ownership 

structure. The first standpoint stems from agency theory, which argues that “[...] the greater the 

degree of ownership of financial attachment by those with decision-making authority, the greater the 

overall organisational performance. “(Oswald et al., 2009). This relation is a consequence of 

considerably lower costs of monitoring the managers of the firm. Contrary, the notion of 

entrenchment suggests that increasing levels of ownership can lead to decision making that does 

not align with the best interest of the company but are in turn more focused on the private benefits 

of the controlling owner, including the principal owner’s lower preferences for risk (Oswald et al., 

2009). The low-risk appetite of family firms is due to the large fraction of wealth that the family has 

invested in the company and, hence the diversification of their portfolio is relatively small (Wright, 

Ferris, Sarin, & Awasthi, 1996).  

Some of the early literature, such as Berle & Means (1932) claims that concentrated ownership 

enhances firm performance by reducing the conflict of interest between owners and managers. 

Anderson & Reeb (2003) elaborates on this, by stating that especially family firms can mitigate the 

owner-manager agency conflict. A simple explanation is that the owner and the manager often is 

the same person in family firms. An elaboration of this is that these high family ownership 

concentrations ensure that corporate decisions and investments are based on more long-term 

horizons and is consistent with the preferences of family owners. Antia et al. (2010) advocate that 

these longer-term investment horizons are negatively associated with agency costs and have a 

positive effect on the company’s performance and valuation. This is because family firms have 

patient capital which enables them to pursue more creative and innovative strategies because they 

are not as accountable for delivering short term profits (Sirmon & Hitt, 2003). Instead, they need to 

ensure the future of the family firm as they have most of their wealth invested in the business. 
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Further, Demsetz and Lehn (1985) state that the combination of control and ownership 

mechanisms that family firms possess enables them to minimise managerial expropriation of the 

firm’s resources. Minimising managerial expropriation implies they avoid management spending 

the firm’s resources on buying and investing in companies and objects which do not create value for 

the firm on a long-term basis (Gorbenko & Malenko, 2014).  

Managerial expropriation is likely to reduce the expected future cash flows and hence firm value 

(James, 1999). Anderson & Reeb (2003) elaborates on this by stating that due to the family’s close 

link to the welfare of the firm, they are incentivised to monitor managers and avoid them slacking 

with firm resources. They further state that the ability to monitor requires knowledge, therefore 

family members are likely to provide superior oversight due to their lengthy involvement in the 

company. Notably, this is also referred to as intangible or specialised assets by authors such as 

Bennedsen et al. (2015), Granata & Chirico (2010) and Gonenc et al. (2013).  

Intangible assets are another explaining factor to the differing performance of family firms relative 

to non-family firms which are examined by Bennedsen et al. (2015), Granata & Chirico (2010) and 

Gonenc et al. (2013). They investigate how intangible assets and private benefits affect a family 

firm. Bennedsen et al. (2015) establish a framework they call the family business road map. This 

roadmap makes it possible to identify and organise strategic opportunities and critical constraints 

that family firms face. The strategic opportunities that arise in a family firm are closely related to 

the specialised assets that family firms possess, which Bennedsen et al. (2015) refers to as family 

assets. Some of the constraints a family firm face, arise from the surrounding institutional 

environment, and the markets in which the firm competes. Bennedsen et al. (2015) state that 

families manage their companies because they can provide the firm with different contributions as 

opposed to a non-family owner. If these contributions enhance the value of the company above 

what could be expected by a non-family owner, then the family remains the owners of the company. 

According to the authors, some of these contributions could be specialised abilities that permit 

them to lower transaction costs with various stakeholders such as suppliers, employees, lenders, 

customers, and investors (Demsetz, 1964; Alchian, 1965; Bennedsen et al., 2015). These specialised 

assets are often intangible, and consist of networks, values, trust and reputation that can enhance 

the value of a family firm (Bennedsen et al., 2015). However, according to Bennedsen et al. (2015), 

family firms also face roadblocks which non-family firms do not. These roadblocks can be 

institutional, such as challenges that could be cultural or legal, or the family itself concerning 

subjects such as salary or pay-out to family members (Bennedsen et al., 2015; Isakov & Weisskopf, 

2015). The family business framework looks at how well the family is at preserving and employing 
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the family assets for competitive advantages, alongside how many roadblocks the family is facing. If 

the family is unable to bypass roadblocks and is unable to share the family assets, then it is more 

likely that the family is going to exit the business. If the firm, on the other hand, can bypass the 

roadblocks, but are unable to share the family assets, then the company is still be owned by the 

family. However, the management is going to consist of external managers. When the family is 

unable to bypass the roadblocks, but are still able to transfer the family assets, the family is going to 

exit the business but remain as a part of the management team. Hence, the family will only be active 

owners if they can share assets and overcome the roadblocks presented before them (Bennedsen et 

al., 2015). 

Following the notion of Bennedsen et al. (2015), authors such as Duncan & Hasso (2013) state that 

the valuation of a family firm require other measures than the general accounting principles. They 

suggest that current literature fail to acknowledge the value that a family brings, which is not 

reflected in the book value. Namely, Duncan & Hasso (2013) suggests that relying only on 

accounting information in the valuation, neglect some of the value and therefore undervalue family 

firms. Like Bennedsen et al. (2015), they focus on specific non-financial family factors that can 

increase the value of the family firm. These factors include decision making factors such as long-run 

orientation, corporate governance, patient capital and survival capital. The first factor of long-run 

orientation is rooted in the stewardship theory. This theory suggests that due to the nature of the 

family company, family members share a much stronger connection to the company than non-

family members. As mentioned earlier the long-run orientation provides the company with a lower 

risk profile and enables the company to extend the time horizon for future returns of the firm. The 

second decision making factor is regarding the governance structure of a family firm. Dawson 

(2011) argues that agency costs usually decrease with an increase in managerial ownership. Family 

control usually mitigates problems and costs that arise with the separation of management and 

ownership. The potential for expropriation is however more abundant in a family firm compared to 

a non-family firm, which makes it difficult to decide whether the governance structure impacts the 

firm’s return and risks positively or negatively (Villalonga & Amit, 2006; Duncan & Hasso, 2013). 

Family firms also enjoy the benefit of patient capital, the financial capital that the family has 

invested in the firm (Sirmon & Hitt, 2003). 

Contrary to non-family firms; however, this capital does not need to ensure dividends immediately. 

In turn, this results in a strategic advantage for the family firm because capital comes at a lower 

cost in the short-run (Duncan & Hasso, 2013). Survivability capital is the family’s possibility of 

utilising its family network to get free or loaned labour or loans at below-market rates. Survivability 
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capital enables family firms to cope with a crisis better than a non-family firm (Sirmon & Hitt, 2003; 

Duncan & Hasso, 2013). 

The article also investigates intangible assets which include social capital and human capital that 

constitutes the competitive advantage of the family firm. Duncan & Hasso (2013) states that if the 

purpose is to find the intrinsic value of a family firm, it is necessary to consider the value of 

intangible assets. The authors advocate that family firms have more unrecognised intangible assets 

relative to non-family firms (Duncan & Hasso, 2013). These intangible assets could, however, 

vanish when a buyer decides to acquire the family firm. This notion is supported by Plenborg & 

Nørbjerg (2009), which states the importance for family firms to lower the internal dependencies in 

order to optimise their preparedness for a potential sale. 

Family owners are often large shareholders and vote holders, which gives them an ability to 

exercise significant influence (Oswald et al., 2009). However, this form of family control also has its 

drawbacks as it creates a new agency problem between large and minority investors, also known as 

the principal-principal problem (Schleifer & Vishny, 1997). The problem arises in family firms, 

when the families have the incentive to expropriate the wealth of minority shareholders, by 

enjoying private benefits, consistent with the position of Fama & Jensen (1983). The authors 

highlight that combining control and ownership, provide the larger shareholder with an 

opportunity to choose personal advantages rather than maximising profits, and hence the value in 

the firm (Fama & Jensen, 1983). Anderson & Reeb (2003) elaborates on this by stating that large 

shareholders such as family firms try to ensure that management serves the interests of the family 

either through themselves being a part of the management or controlling the professional 

management, which is similar to the risks that follow, when firms become entrenched (Oswald et 

al., 2009). Wright et al. (1996) state that high concentration of ownership can lead to entrenchment 

due to the lack of diversification in the personal wealth portfolio. The result is risk-averse decision 

making, and consequently, companies avoid taking the necessary risk required for the company to 

grow. 

Further, Demsetz (1983) states that high levels of ownership controlling individuals to remove 

resources away from potentially profitable projects for personal gain. Oswald et al. (2009) extend 

this entrenchment theory to a family firm as the level of entrenchment can be expected to be 

significantly high in family firms. Gomez-Mejia, Nuñez-Nickel & Gutierrez (2001) see this as a 

consequence of the family’s status, which might lead to biased judgments concerning executive 

decisions due to entrenchment. The implication is that firms with significant family control have 
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less questioning of the decisions being taken by the family in control (Oswald et al., 2009). Without 

a safety measure that questions the decision making of the controlling family, the family is more 

likely to make self-serving decisions, which diverts the attention away from the initiatives that 

improve the performance of the family firm (Schulze, Lubatkin, Dino, & Buchholtz, 2001).  

The statement presented by Oswald et al. (2009) is also supported by Gomez-Mejia et al. (2001) as 

they suggest that the involvement of families play a significant role in the decision making for 

family-controlled firms. They suggest that due to the involvement of the controlling family their 

decision making becomes more clouded, resulting in the family prioritising the family needs rather 

than the needs of the firm (Gomez-Mejia et al., 2001). Gonenc et al. (2013) investigate the effect of 

this prioritisation of private benefits and whether companies must acquire family firms through a 

premium or not. Namely, the authors stress that to make up for the loss of private benefits a 

company must pay a premium to obtain the control rights of a family-owned firm. Notably, this 

premium entails that the acquirer reduces their possible value gains obtainable through the 

acquisition.  

Adhikari & Sutton (2016) sees the likelihood of firms paying a premium for family firms a bit 

differently. They conclude that family firms tend to perform better than non-family firms. The 

authors explain it to be a consequence of how family firms can mitigate the costs of agency 

problems. Furthermore, the authors state that the agency problems in non-family firms regarding 

the classical principal-agent problem are more severe and costly compared to the relatively larger 

agency conflict between large and small shareholders, that might apply to family firms. The notion 

indicates why multiple authors have found a positive relationship between family ownership and 

firm performance (Anderson and Reeb, 2003; Barontini & Caprio, 2006; Maury, 2006; Villalonga & 

Amit, 2006). However, Schulze et al. (2001) argue that this more often applies to listed 

corporations, whereas the situation for wholly-owned privately-held family firms is likely to be 

different.  

Schulze et al. (2001) state that altruism plays a significant role when investigating the agency costs 

of family firms. Altruism entails that private benefits of the family members are prioritised as 

opposed to the prosperity of the family firm. Schulze et al. (2001) states that it adds a distinctive set 

of self-control problems to those firms that are both privately-held and owner-managed. Schulze, 

Lubatkin, Dino, Peteraf, Margaret & Ferrier (2002) further elaborates on this as it can negatively 

affect the performance of family firms by threatening their ability to compete if some sort of formal 

governance does not limit it. Specifically, it can increase the agency cost and lower the performance 
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of the firm by engendering strategic inertia, a misalignment of incentives and ineffective 

governance (Schulze et al. 2002).  

Miller, Le Breton-Miller, Lester & Cannella (2007) have another perspective on the performance of 

family firms. They suggest that the relative performance of family firms is a question of how a 

family firm is defined. A family firm is by McConaughy et al. (1998) defined as a firm run by the 

founder or a descendant to the founder. This definition is similar to how Anderson & Reeb (2003) 

and Villalonga & Amit (2006) define a family firm. The definition is by Miller et al. (2007) proved to 

make a significant impact on whether family firms outperform their non-family counterparts or not. 

Miller et al. (2007) set out to investigate the influence of family ownership on firm performance. 

They do this by making the distinction between lone founder firms and true family firms. They 

define a true family firm as “[...] one in which multiple members of the same family are involved as 

major owners or managers, either contemporaneously or over time” (Miller et al., 2007, p. 836). They 

further state that they can replicate significant results of the articles by Anderson & Reeb (2003) 

and Villalonga & Amit (2006). They conclude that the outperformance of family firms depend on 

how a family firm is defined. When Miller et al. (2007) excluded lone-founder businesses, they no 

longer found any evidence of superior performance in family firms. These findings contrast to the 

findings of Anderson & Reeb (2003) and Villalonga & Amit (2006) with their broader definition of a 

family firm that combines true family firms with lone founder firms. Miller et al. (2007) argue that 

the reason for this difference is that lone-founder companies, with no other family involvement, 

have a less challenging decision-making process, making them more efficient. 

3.1.2 - The influence of active ownership on firm performance 

Multiple papers highlight that active ownership has a positive impact on how firms perform, 

moreover, multiple authors find family founder-CEOs to have a positive effect on family firm 

performance (Anderson and Reeb, 2003; Barontini & Caprio, 2006; Maury, 2006; Villalonga & Amit, 

2006). Anderson & Reeb (2003) suggests that the increased profitability for family firms stems 

from those firms in which a family member holds the CEO position. They suggest that this is a 

consequence of in-depth knowledge of the business and that the involved parties see themselves as 

stewards of the business. However, looking at the performance from a valuation perspective 

concerning the CEO position, the biggest value gains are when the firm is run by the founder or by 

an unrelated CEO (Anderson & Reeb, 2003). This finding is supported by Maury (2006), who states 

that active family control improves profitability. However, this improvement does not affect the 
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firm value due to the private benefits of the family. Hence, the increased profitability does not 

accrue to the minority shareholders.  

Gomez-Mejia et al. (2001) finds a negative correlation between family CEOs, or what they describe 

as an entrenched CEO and firm performance within the newspaper industry. According to the 

authors, this is due to the lack of accountability for family CEOs and that the consequence of poor 

performance not necessarily entails a replacement by a more competent candidate. Another 

perspective on this negative correlation is found by Bennedsen, Nielsen, Perez-Gonzalez & 

Wolfenzon (2007). They investigate the impact of family characteristics in corporate decision 

making and the consequences of these decisions on firm performance. Bennedsen et al. (2007) 

conclude that their results provide evidence of the importance of unrelated CEOs. The finding 

illustrates the importance of external CEOs, and how they can help the firm avoid the prioritisation 

of private benefits described in the previous section. Further Bennedsen et al. (2007) explains that 

minority shareholders in family-controlled firms are likely to suffer the most as they are not going 

to gain from the private benefits of the family control such as naming a family CEO.  

The findings of Granata & Chirico (2010) extends this as they find that family firms are acquired at a 

discount. They look at the two concepts of stewardship and stagnation and then examines which of 

these concepts prevail. Stewardship theory considers the family involvement itself to be a source of 

competitive advantage, which in turn enable the company to perform better than their comparable 

non-family peers. Stewardship entails that the active family members, prioritise the company goals 

ahead of their own (Corbetta & Salvato, 2004). On the other hand, the stagnation theory suggests 

that family firms face challenges that non-family firms do not because of problems concerning 

growth and expansion mainly due to restrictions on resources. The fact that family firms act 

altruistically might also result in the family appointing family members for positions that they are 

unqualified to undertake, which in turn defray qualified outside personal from applying for a 

position because a natural progression in the company could be limited (Vinton, 1998). Granata & 

Chirico (2010) concludes through their research of family firms, that the stagnation principal is 

evident since family firms on average are acquired at a discount relative to their non-family peers. 

McConaughy et al. (1998) state that, “[...] the unique relationship between the founding family CEO 

and the firm holds the potential for improved monitoring.” They investigate the efficiency and value 

of founding family-controlled firms, whose CEO is either a founder or a descendant to the founder 

of the company. McConaughy et al. (1998) find that founding family-controlled firms outperform 

both concerning valuation and efficiency compared to non-family-controlled firms. Furthermore, 
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they find that descendant-controlled firms are more efficient than founder-controlled firms. The 

findings of Barontini & Caprio (2006) are consistent with those of Maury (2006), namely that the 

performance of a family “[...] is highly positive at the founder stage – provided the founder still exerts 

an active role as CEO or non-executive director.” (Barontini & Caprio, 2006, p. 720) They further 

conclude that the descendants can have a positive influence when they limit their role to non-

executive positions (Barontini & Caprio, 2006). 

As mentioned in the introduction section, multiple authors such as Martinez & Requejo (2017) 

describes the succession decision as one of the most critical decisions to a family firm’s future 

performance and survival. As an extension of this multiple authors state that the retirement of the 

founder is a critical event, and the passing of ownership to an heir often leads to a decline in 

performance (Pérez-González, 2006; Bennedsen et al., 2007). Martinez & Requejo (2017) state that 

expropriation incentives of family members are lower when the first generation of the family still 

owned the company. Therefore, family firms are likely to perform worse for every time there is a 

transition of ownership. Pérez-González (2006) use CEO data from successions to examine how 

inherited control affects firm performance. Pérez-González (2006) finds that nepotism is prevalent 

in some CEO successions in publicly traded firms. The author measures that the impact of 

succession lowers the performance of a firm around the time when a new family CEO is appointed. 

Further, heir-controlled firms, compared to firms run by an unrelated CEO underperform (Pérez-

González, 2006; Villalonga & Amit, 2006; Bennedsen et al., 2007). Moreover, in contrast to this, they 

find that comparable firms that promote non-family CEOs do not experience declining performance. 

These findings are similar to those of Bennedsen et al. (2007). Both articles argue that it is a 

consequence of discrepancies between the family and the goals for the firm, and the fact that the 

descendants are selected from a small pool of managerial talent compared to finding an unrelated 

CEO (Burkart, Panunzi & Shleifer, 2003; Pérez-González, 2006; Bennedsen et al., 2007). 

Further family management destroys value when descendants serve as chairman or CEO. Villalonga 

& Amit (2006) elaborates on this by providing evidence on whether minority shareholders are 

exposed to more risk from large controlling shareholders, compared to the classic conflict of 

interest with managers. The article states that it hinges crucially on the CEO, whether this is the 

founder or a descendant. They show that non-family shareholders, in what they refer to as a 

descendant-CEO firm, are worse off compared to a non-family firm. Further, they elaborate on the 

agency conflict by showing that the implications of agency conflicts are dependent on whether the 

CEO is the founder or a descendant. 
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Martinez & Requejo (2017) examines how the value of a company is affected by family control and 

finds evidence that family firms outperform non-family firms. They use the research mentioned 

above performed by Villalonga & Amit (2006) and contribute to the notion that it mainly is the 

companies where family members serve on the board of directors and those companies which are 

controlled by the first generation that increases the value of the company. Villalonga & Amit (2006) 

further state that the proportion of independent directors on the board does not have a significant 

impact on the family firms market value.  

In opposition to this Anderson & Reeb (2004) investigate the influence of family involvement in 

boards and find that board independence has a positive impact of the performance and value of 

family firms in the US. More specifically, they find that family firms with higher levels of 

independence on the board of directors perform better compared to family firms with family 

dominated boards and non-family firms with insider dominated boards. The independent directors 

prevent the inappropriate use of firm resources, which in turn make the firm more professional and 

result in better performance. According to the stewardship theory, a family would insert an 

independent director on the board, to act as advocates of corporate viability and the firm’s well-

being, which in turn suggest a positive relationship between firm performance and independent 

board members (Anderson & Reeb, 2004). In the elaboration of this, Corbetta & Salvato (2004) 

states that the role of this independent board member is to service and advice, rather than 

discipline and control. They, therefore, argue that the role of the board is dependent on the family 

firm. This notion is in line with the findings of Anderson & Reeb (2004) which suggests that family, 

and especially founding family ownership, when “[...] balanced and tempered with outside directors, 

appears to be a particularly effective organisational structure” (Anderson & Reeb, 2004, p. 233).  

Bettinelli (2011) elaborates that the positive effect of independent board members is their ability to 

mitigate the conflicts of different owners, family groups and by staying clear of this conflicts and act 

as stewards, by protecting and promoting corporate welfare. Independent board members are, 

therefore, important for family firms as they can control agents and act as stewards, but also 

because they can enable the company to access more external resources (Anderson & Reeb, 2004; 

Bettinelli, 2011).  
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3.2 - Perception of firm value from the acquirer’s point of view 

The following section provides an overview of existing literature regarding the valuation of family 

firms. More specifically, how acquirers assess specific factors that add or decrease the potential 

transaction value of a family firm. Moreover, this section investigates the difference between a 

strategic and financial buyer and how this can affect the relative value. 

3.2.1 - Valuation from the financial acquirer's perspective 

The literature which investigates the value of a privately held family firm as an acquisition target is 

relatively scarce. A valuation is often viewed differently based on the perspective of the involved 

parties. Namely, a financial acquirer is often a Private Equity (PE) firm which have a shorter 

investment horizon compared to a strategic buyer (Pierini, Bozzolan & Villalonga, 2019). Several 

authors agree that a potential buyer of family firms must take the specific family characteristics into 

account when they are valuing a family firm (Dawson, 2011; Ahlers, Hack & Kellermanns, 2014; 

Pierini et al., 2019).  

Ahlers et al. (2014) have investigated the value of a family firm through PE investors. The authors 

state that one of the key questions for a PE investor is what the company would be worth without 

the family present. PE investors are often short-sighted and profit-focused, and they often acquire 

family companies at a discount because they regard those companies as inefficient and sees 

potential in optimising their cash flows (Dawson, 2011). According to Damodaran (2002), the 

financial theory suggests that the value of a firm can be calculated based on the future expected 

cash flows from the firms’ assets. Thus, Ahlers et al. (2014) advocate that no PE investor that is 

contemplating buying a family company would increase the economic valuation based merely on 

the sellers’ emotions. Namely, a PE firm is not going to pay for the emotions a family has towards 

the company unless the PE firm finds economic implications that indicate that they are able to 

obtain a higher return on their investment. Schickinger, Leitterstorf & Kammerlander (2018) 

elaborates on this by stating that PE investors often link investments in family firms with a higher 

risk than investments in non-family firms. Specifically, it might be harder to implement cultural and 

strategic changes for the PE firm in a family firm than in a non-family firm. Ahlers et al. (2014) 

contributes to the existing literature on the valuation of a family business, with a valuation 

approach based on real options that highlights value decreasing- or increasing elements of the 

given family firm. Real options is defined as the “[...] right, but not the obligation to exercise and take 

action in the future.“ (Ahlers et al., 2014, p. 386). The authors state that the transaction value is 

made up by a ‘non-family option’ as an upside, a ‘family option at risk’ as a downside and ‘mitigation 
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measures’ that limit the downside risk. The sum of these factors constitutes the family firm’s 

acquisition value, which translates into the value of the family firm from the PE firm's perspective. 

This value is adjusted for the future gains of the real options due to the exit of the family and the 

expected economic loss (Ahlers et al., 2014). The possibility for future resource enhancements in a 

family buyout is important when the PE firm decides on an investment. The way a family firm is run 

concerning non-economic goals vision and management could prevent family firms from enhancing 

their value due to inability or unwillingness to exercise and recognise the real options. Because a 

non-family buyer has other objectives there exist real options for value enhancements for a PE firm. 

Hence, according to the authors the drivers of the non-family options are: “options to grow arising 

from wealth preservation, options to switch arising from non-financial goals, options to divest arising 

from the escalation of commitment, and options to leverage arising from fear of losing control” 

(Ahlers et al., 2014, p. 388). Investigating the ‘options to grow from wealth preservation’; it is evident 

that family firms often have some constraints on their propensity to pursue investments and 

company growth, which is mainly rooted in the family’s desire to preserve wealth. Notably, some 

members of the family might prefer dividends pay-out instead of investments in growth projects 

(Ahlers et al., 2014). Hence, this suggest that a PE firm could grow the family firm significantly. ‘The 

option to switch arising from non-financial goals’, stems from the fact that family firms often pursue 

non-financial goals. These non-financial goals include biased incentive structures favouring family 

members, inclination to uphold unfavourable agreements with suppliers and customers or strong 

feelings towards personal ties with employees or a geographical area (Ahlers et al., 2014). This 

notion entails that the PE firm would be able to switch input and output factors. Specifically, they 

could change the way inputs are manufactured, such as outsourcing to lower-cost countries, and 

through this optimise efficiency and change firm processes (Ahlers et al., 2014). ‘The options to 

divest arising from the escalation of commitment’ stems from the family’s willingness to keep 

underperforming divisions in the company due to nostalgia, emotional attachment and family 

legacy that might arise from these divisions. Family firms are often willing to risk a significant 

amount of resources to maintain control over such assets (Gómez-Mejía, Haynes, Núñez-Nickel, 

Jacobson & Moyano-Fuentes, 2007). Thus, PE firms could seize this opportunity and divest the 

underperforming assets, which in turn could help them obtain an appropriate return on their 

investment. Lastly, ‘the options to leverage arising from the fear of losing control’ is rooted in the fact 

that family firms often refrain from using external financing. The reasoning behind this is that 

family firms usually do not share equity with outside investors since this would entail that they give 

up control. It allows PE investors to reorganise the capital structure and use leverage to obtain a 
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higher return on their investment (Ahlers et al., 2014). Hence, the first proposition of the authors is 

that buyers of family firms can realise real options that stem from family ownership and enhance 

firm value (Ahlers et al., 2014). 

Ahlers et al. (2014) state that option theory often focuses on the upsides, however because of the 

distinct features of family firms it is essential to look into what might decrease the value of the firm 

when the family owner is no longer apart of the company. These family options arise from patient 

capital, social capital and human capital (Sirmon & Hitt, 2003). Through social capital, the family 

can create unique relations to government, suppliers and customers, as well as facilitate 

transactions (Miller & Le Breton-Miller, 2006; Sirmon & Hitt, 2003). Family firms also enhance the 

value of their business through patient capital, where they have a longer time horizon on 

investment projects than a PE firm (Sirmon & Hitt, 2003). Lastly, human capital provides the family 

firms with unique characteristics because family and non-family employees of the family firm could 

be more loyal, more motivated and have longer job tenures (Sirmon & Hitt, 2003; Bertrand & 

Schoar, 2006). Thus, the second proposition of the article is that buyers of family firms could lose 

economic value under the new owners due to the loss of family induced real options (Ahlers et al., 

2014). There are, however, some measures buyers could apply to mitigate some of the risks 

associated with the acquisition of a family firm. Namely, they could use family members as 

ambassadors, appoint them to an advisory role or hand them management positions in the new 

company. Hence, the last proposition of the article is that buyers could reduce the downside risks 

by securing family involvement in the post-acquisition period (Ahlers et al., 2014).  

The options approach is viable because it allows the investors to obtain knowledge about how to; 

“[...] develop the business accordingly in the post-acquisition period, incorporating family firm buyers’ 

specific flexibilities to act in the post-deal closure period is a key valuation determinant in the buyout 

process.” (Ahlers et al., 2014, p. 392). Namely, a PE investor should search for family targets with 

high potential for non-family options because they would offer multiple opportunities for value 

enhancement. Likewise, the PE firm should also look for acquisition targets with a low possibility of 

family options at risk, or at least put in place mitigating measures if the possibility is evident 

(Ahlers et al., 2014). The notion of mitigating risk by keeping family members associated with the 

firm is however not supported by Dawson (2011), as she states that the agency costs that are 

prevalent in a family firm could be removed. Usually, the theory suggests that agency costs are 

diminished in family firms. However, there are some costs associated with being paternalistic and 

altruistic (Dawson, 2011). Notably, the family members could be freeriding, receiving benefits or 
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shirking, and a PE firm can remove this. Furthermore, it would be easier for the buyer to implement 

new strategies if there were no family members to intervene (Dawson, 2011).  

Granata & Gazzola (2010) also investigate the process of buying a family firm from a PE 

perspective.  Notably, one-third of the interview participants in their study stated that difference 

between family firms and non-family firms affected the price negatively. Among other things, the 

fact that family firms undertake governance structures and management practice different from 

those of non-family firms. Moreover, these practices often only work in a family setup which in turn 

affect the take-over for the PE firm (Granata & Gazzola, 2010). The study finds that PE firms 

generally perceive investments in family firms as riskier. Furthermore, Ahlers. et al. (2014) states 

that this risk is often found in human resources and transition risks. This higher risk entails that 

investors require a higher return and hence pay a lower price for the family firm.  

3.2.2 - Valuation from the strategic acquirer’s perspective 

According to Pierini et al. (2019), strategic buyers acquire companies that operate within the same 

or related industries as themselves. As opposed to financial buyers that seek a return over a 

relatively short period, a strategic buyer usually acquires a company with long term perspectives. 

Strategic buyers are typically larger corporations that aim to explore potential synergies with the 

acquired company. The potential synergies are usually obtained through economies of scale and the 

removal of redundant resources in the merged company such as a salesforce, HR department or 

accounting department or other resources commonly shared. Usually, a strategic buyer adds 

operational know-how or increase the performance of the acquired firm through their relationships 

with customers and suppliers in a giving industry (Porter, 1991; Pierini et al., 2019).  

The notion that strategic bidders and financial bidders differ from each other is supported by 

Dittmar, Li & Nian (2012). Notably, the methods and perspectives on the deals are different from 

the two types of acquirers. Strategic buyers identify operational synergies with the target firm, 

while financial buyers, on the other hand, try to improve the stand-alone value of the company or 

acquire undervalued targets. Notably, financial buyers are usually very qualified when it comes to 

identifying cost-cutting opportunities and revenue growth, which enables them to identify these 

undervalued targets (Dittmar et al., 2012). Gorbenko & Malenko (2014) substantiates this through 

their findings, which highlights that financial bidders on average, have lower valuations than 

strategic bidders. Their research is rooted in the assumption that strategic bidders generally are 

willing to pay more for their targets than financial bidders (Pearl & Rosenbaum, 2009). According 

to Gorbenko & Malenko (2014), this is because the strategic buyer has an advantage over PE firms 
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in auctions. Namely, because the strategic buyers can pay more due to the synergies they can 

achieve through a merger, which would not be possible for a PE firm (Gorbenko & Malenko, 2014). 

Furthermore, they advocate that the maximum willingness to pay could be even higher for strategic 

bidders due to the private benefits and empire-building the managers can enjoy due to such a 

transaction. The authors’ findings support this, and their quantitative approach suggests that 

strategic bidders are willing to pay more for a target company. However, Peal & Rosenbaum (2009) 

states that during robust credit markets, financial buyers could potentially compete more 

effectively with strategic buyers due to the higher leverage they can place on their targets (Bain, 

2020). 

Dittmar et al. (2012) use these differences to investigates how the presence of a financial buyer 

influences the deal structure. The results suggest that a corporate buyer may benefit from 

competing with a financial buyer relative to competing with another corporate buyer. Notably, if a 

corporate buyer is competing with a financial buyer, they might benefit from the financial buyers’ 

inclination to pay a lower price and hence win the auction. On the other hand, if two corporate 

buyers are competing against each other, they bid up the price and pay a higher price. Specifically, 

the article finds that corporate bidders earn a higher return when competing with a financial buyer 

than when competing with a corporate buyer (Dittmar et al. 2012).  

3.3 - Perception of firm value from the family’s point of view 

This last section of the literature review investigates the perceived value from the family firm’s 

perspective. When a family consider whether a sale of the company would be attractive or not, they 

need to consider different aspects to evaluate their options. Hence, this section investigates 

qualitative factors that could enhance or decrease the value in the eyes of the owner. The insights 

enable the family to prepare themselves for the next years transfer of wealth and a potential sale to 

a third party. 

3.3.1 - Socioemotional wealth and perceived value 

Early work concerning the research of family businesses, has tried to highlight the differences in 

performance between a family business and non-family business. It has also given rise to the 

awareness of different perspectives on loss aversion, diversification strategies and other things in 

that separate the two types of businesses. Since Gomez-Mejia et al. (2007) first proposed the 

concept of socioemotional wealth (SEW) which is rooted in the behavioural agency theory, it has 

received a significant amount of attention within the field of family business research. The research 
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is based on previous findings stating that wealth concentration in the family business would entail 

that such businesses are risk-averse. In turn, this could affect the overall performance of the 

company (La Porta, Lopez-de-Silanes & Shleifer, 1999). It entails that family firms let high-risk 

investment opportunities forego because of the family firm’s undiversified nature. However, 

Gomez-Mejia et al. (2007) postulate that a family firm is willing to increase the risk of their business 

to preserve SEW. Gomez-Mejia et al. (2007) describe SEW as the non-financial aspects of a business 

that is owned by a family. Moreover, how this meets the affective needs, such as reputation, the 

opportunity to be altruistic towards family members, identity and the preservation of a family 

dynasty (Kepner, 1983; Handler, 1990; Schulze, Lubatkin, & Dino, 2003). These are just some of the 

aspects that separate family firm from a non-family firm. Different authors have investigated how 

SEW affect the perception of value within the family business (Astrachan & Jakiewicz, 2008; 

Zellweger & Astrachan 2008; Zellweger & Dehlen, 2012). 

In general authors have different ways of viewing the concept of SEW. On the one hand, other 

authors equate SEW and emotional value, which includes Zellweger & Dehlen (2012), who argues 

that SEW is reflected in the perceived value of the company. It is constituted by the part of the value 

that cannot be explained solely by financial considerations made by the market (Zellweger & 

Astrachan, 2008; Astrachan & Jaskiewicz, 2008; Zellweger & Dehlen, 2012). Furthermore, they 

advocate that these perceived values of SEW could potentially lead to biased measures of the value 

when a family is considering an acceptable sales price (Zellweger, Kellermans, Chrisman & Chua, 

2012). Notably, the acceptable sale price from a family owners' perspective would have to 

compensate the perceived loss in SEW for it to be attractive for the family (Zellweger et al. 2012; 

Zellweger & Dehlen, 2012).  

Zellweger & Dehlen (2012) distance themselves from authors that advocate that family firms are 

homogeneous concerning SEW (Gomez-Mejia et al., 2007; Berrone, Cruz, Gomez-Mejia & Larraza-

Kintana, 2010; Miller, Le Breton-Miller, & Lester, 2010). Their overall assumption is that some 

family firms closely resemble non-family firms, and these companies SEW is not affected as much as 

companies that have distinct family features. Thus, the goal of the authors is to investigate how 

different types of ownership infuse affect towards the firm, which in turn bias the perception of 

value through SEW (Zellweger & Dehlen, 2012). The objective of the article is to develop a 

conceptual framework based on the Affect Infusion Model. The authors suggest that the “[...] degree 

of affect infusion in the formation of owners’ subjective ownership value assessments, is dependent on 

(a) the target features of the value assessment process, (b) the personal features of the owner 

assessing the value, and (c) the situational features under which the value is determined” (Zellweger 
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& Dehlen, 2012, p. 284). These features consequently act as moderators between affect related to 

the subjective valuation of the family firm and corporate ownership. Concerning target features, the 

article finds, among other things that unfamiliarity with the valuation process of different 

ownership stakes increases SEW and hence bias the valuation perception. Concerning the personal 

features, the article finds that when the fraction of personal wealth tied in the company goes up, so 

does SEW and the perceived value of the company. 

Furthermore, if the level of identification with the company is high for the owner, then the 

perceived value also increases. Which is why family firms are likely to have a large degree of SEW 

as opposed to other types of ownership. On the other hand, if the intention to sell increases, then 

SEW and the perceived value decreases. Lastly, Zellweger & Dehlen (2012) investigates the 

situational features under which the value is determined, where they find that the presence of a 

non-economically interested co-investor must increase the SEW and the perceived value of the 

company. In contrast, the presence of an economically interested co-investor have the opposite 

effect.  

Astrachan & Jaskiewicz (2008) contributes to the notion of an acceptable sale price. However, they 

instead advocate that the total value of a company is made up by the financial value plus the 

emotional value. This concept is based on earlier research which highlights that family businesses 

have both financial and non-financial goals (Gomez-Mejia et al., 2007). The article presents a 

formula that makes it possible to understand the total value of a company from the owner’s 

perspective. The formula is the financial value, plus the private financial benefits, plus the 

emotional value, minus the emotional costs. The formula entails that the non-financial value of the 

company can increase the total perceived value from the owner’s perspective if the emotional 

benefits are higher than the emotional costs or vice versa (Astrachan & Jaskiewicz, 2008). The 

financial value of the company is calculated by discounting the expected future cash flows of the 

company. The private financial benefits constitute the private perks that the owner can consume 

through the ownership, which aligns with the entrenchment theory suggesting that owners 

prioritise family wealth over the needs of the firm. These private financial benefits can be 

challenging to estimate for an acquirer. However, these are important since the investors could 

remove the use of these perks and increase the cash flows if the company was acquired (Astrachan 

& Jaskiewicz, 2008; Ahlers et al., 2014). The non-financial private benefits or the emotional value 

can among other things be seen as investments in projects that enhance the family reputation, 

maintaining a business in a giving community instead of outsourcing it, maintaining investments in 

unprofitable business areas because of its legacy (Demsetz & Lehn, 1985; Astrachan, 1988). Lastly, 
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there are the emotional costs of owning a family business which often is jealousy, resulting in 

family conflicts affecting the owners’ perceived value of the company (Grote, 2003; Astrachan & 

Jaskiewicz, 2008). Based on the emotional value of the company, the owner can either assess their 

company to be worth more than the pure financial value or be in a situation wherein the emotional 

costs of operating the family business, outweigh the emotional benefits and hence be inclined to sell 

the firm at a discount.  

Zellweger & Astrachan (2008) use the possession attachment and endowment literature, to 

research how the emotional cost and benefits affect the emotional value of the company. Like 

Zellweger & Dehlen (2012) and Astrachan & Jaskiewicz (2008), this article focuses on the value that 

a family firm would be willing to sell at. The gap between the willingness to accept from the seller 

and the willingness to acquire from the buyer represents the non-financial benefit from owning that 

asset. Zellweger & Astrachan (2008) defines the emotional value as the “[...] part of the willingness 

to accept unexplained by the financial value of the ownership stake and the private financial benefits 

of control accruing to the owner” (Zellweger & Astrachan, 2008, p. 347). The endowment literature 

suggests that sellers of endowed assets often focus on their sentiment toward letting go of the asset, 

and hence also factor in the emotional aspect when they have to suggest their willingness to accept 

an offer (Knetsch & Sinden, 1984). 

On the contrary, the price it takes to acquire an asset is more heavily affected by variables such as 

cost and benefits of owning the asset (Carmon & Ariely, 2000). Hence, the first proposition of the 

article is that the chance of a sale of ownership decreases with the increase of emotional value. The 

article further proposes that the endowment and valuation increase the duration of the current 

ownership. This idea also entails that the owner of a company might stay in control even though it 

is not justified through the financial results. Consequently, the authors propose that the increase in 

the duration of control supports the relationship between emotional benefits and value, which 

means that the longer the family is in control, the more the emotional value increases (Zellweger & 

Astrachan, 2008). Zellweger & Astrachan (2008) also investigates the emotional costs of owning a 

company. Namely, they state that these costs can be personal sacrifices, role ambiguity, the burden 

of responsibility long working hours, stress, among other things. Usually, an employee would 

reconsider their position when the costs of employment are deemed too high, relative to the gains. 

However, an owner that has put a lot of time and effort into the ownership implies that an exit is 

likely to be unfavourable because the cost of time and effort can be viewed as a sunk cost (Shephard 

& Zacharakis, 2000). 
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Moreover, the time and effort can also be seen as a missed opportunity for the owner when they 

have to evaluate the sunk costs. Notably, the more a family has invested concerning time and effort, 

the higher the perceived value of that company is (Zellweger & Astrachan, 2008). Nevertheless, 

there is a point in time, when the sunk cost and the cost of maintaining ownership outweigh the 

benefits, which entail that the owner would be willing to part with the asset at a discount price. 

Hence, there is an inverted u-shape between the perceived emotional cost and the perceived 

emotional value (Zellweger & Astrachan, 2008).  

Demographic variables also affect the emotional value according to the authors. Namely, there is a 

negative relationship between age and emotional value if the owner has no-one to pass on the 

ownership to within the family. Contrary, if there is a person within the family that would be willing 

to take charge of the family company, then there is a positive relationship between the owners’ age 

and the emotional value of the company (Zellweger & Astrachan, 2008). Gender could also affect 

the emotional value. Notably, women more generally exhibit stronger attachment to the ownership 

stake to serve social utility, whereas men show stronger attachment towards stakes that increase 

the financial value of the ownership (Wallendorf & Arnould, 1988; Zellweger & Astrachan, 2008). 

To conclude, the findings suggest that family business might be particularly challenging to sell if the 

firm supplies the family with SEW. That is, “[...] likelihood of a transfer diminishes with increasing 

emotional value” (Zellweger & Astrachan, 2008, p. 357). 

3.3.2 - Socioemotional wealth and emotional value 

Other authors such as Zellweger et al. (2012) also investigates how SEW affects the valuation of a 

family business. More specifically, they use prospect theory and hypothesise that SEW increases 

with intentions for transgenerational control, which entails passing the family firm to the next 

generation, current control and duration of control. Current control is essential because the family 

needs to have control to utilise the power and make decisions that are not merely based on 

financial calculations (Zellweger et al., 2012). Namely, increasing family ownership increases the 

SEW through measures such as altruistic appointments of family members. Moreover, duration of 

control is essential because of the possibility that the heirloom effect can increase the SEW, as well 

as the fact that emotional attachment for an asset increases over time (Janjuha-Jivraj & Spence, 

2009). Lastly, the intentions for transgenerational control is essential because it helps the family 

with a vision for a company and its general goals for SEW (Chua, Chrisman & Chang, 2004). This 

vision for the future of the family makes them want to use idiosyncratic strategies and policies to 

maintain their SEW. In sum, the intentions for transgenerational control ensure that families count 
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future benefits of control as an essential part of their current SEW (Zellweger et al., 2012). The 

authors use prospect theory to explain the gap there is between the sellers demanded price for 

parting with the asset, compared to the maximum price acquirers are willing to offer. In its essence 

prospect theory suggests that individual's loss aversion makes “[...] loss aversion makes decision-

makers attach greater weight to an asset’s loss than to the financially equivalent gain [...]” (Tversky & 

Kahneman, 1991 as cited in Zellweger et al., 2012). Thus, the prospect theory suggests that a family 

would be unwilling to sell their family firm only based on financial value. Zellweger et al. (2012) 

argue that it would be possible to calculate the total perceived value of the firm by calculating the 

financial value through cash-flows, the private financial benefits and the additional SEW value the 

family obtain through the company (Zellweger et al., 2012).  

They test their hypothesis through two samples of data, one in Germany, and the other one in 

Switzerland. The results of their research show that SEW increases with the intentions of 

transgenerational control, which in turn increases the price the family firm is willing to accept 

(Zellweger et al., 2012). However, their results also show that the extent of control has no real 

relationship with the perceived total value of the company. Notably, the hypothesis surrounding the 

duration of control only was marginally significant in the German sample, and insignificant in the 

Swiss sample (Zellweger et al., 2012). 

The notion of treating emotional value and SEW as equivalent has, however, received some critique 

by Martinez-Romero & Rojo-Ramirez (2016). They instead seek to investigate how the two 

concepts are interconnected. The authors argue that on the one hand, SEW, which is a unique 

feature of a family firm. SEW is, in their opinion, seen as “the intrinsic and inextricably emotional 

endowment that all family businesses have” (Martinez-Romero & Rojo-Ramirez, 2016, p. 4). Whereas 

on the other hand, the emotional value which both family firms and non-family firms are affected by 

because every company employ human beings and they have emotions. The authors’ definition of 

emotional value is “[...] the affective value derived from interpersonal relationships in a business” 

(Martinez-Romero & Rojo-Ramirez, 2016, p. 4). Notably, while SEW implies the presence of an 

emotional value, it might not be the case the other way around, and hence it becomes compulsory 

to distinguish between the two concepts. Which also entails that when talking about SEW, are 

referring exclusively to family firms. If talking about emotional value, it could be either a family firm 

or a non-family firm (Martinez-Romero & Rojo-Ramirez, 2016). 

Other papers investigate how businesses preserve or increase the SEW within family firms (Gomez-

Mejia et al., 2007; Kalm & Gomez-Mejia 2016; Gomez-Mejia, Patel & Zellweger, 2018). Kalm & 
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Gomez-Mejia (2016) advocates that family firms choose to take some measures that non-family 

firms avoid. It is because family firms seek utility through the increase or preservation of SEW, 

whereas non-family firms seek utility elsewhere. According to the authors, family firms increase 

SEW from different sources such as an emotional attachment, a family name associated with the 

company, and the ability to appoint family members in key managerial positions. Some of these 

measures that family firms tend to take to preserve SEW might seem unprofessional to outside 

observers because they seem financially unexplainable. As mentioned earlier, previous research 

has highlighted that family firms could be seen as risk-averse because the family’s wealth is often 

tied up in the organisation (Gomez-Mejia et al., 2007). However, a family firm would be willing to go 

through a great deal and take substantial financial risks to preserve SEW (Kalm & Gomez-Mejia, 

2016). 

Furthermore, family firms are also less inclined to diversify compared to non-family firms. When a 

company is diversifying, it is often done through either equity, which dilutes the family’s 

ownership, or debt. Both measures would mean that the family lose control and SEW. They state 

that family firms are likely to be hesitant with respects to acquiring unrelated companies and as a 

result of this diversifying their revenue streams. This is because future financial gains through 

these acquisitions are uncertain, but the loss in SEW is inevitable, according to Gomez-Mejia et al. 

(2018). Thus, family firms undertake strategic actions which could potentially hurt long-term 

performance (Kalm & Gomez-Mejia, 2016). 

4 - Contribution to current literature 

This section highlights the potential gaps in the current literature and describe how this paper 

extend the current literature within the valuation of family firms. Notably, it explains the 

contribution to the current literature, which was highlighted in the section “Research question”.  

The performance section illustrated that family firms generally outperform non-family firms. 

However, there are no literature that investigate how this performance materialize in an actual 

transaction. Namely, most articles examine the performance and the relative valuation of family 

firms compared to non-family firms. Most of the articles use the measures Tobin’s Q and ROA to 

investigate the performance of publicly listed family firms (Anderson & Reeb, 2003; Maury, 2006; 

Barontini & Caprio, 2006; Villalonga & Amit, 2006). Furthermore, most of the presented literature 

investigate public companies instead of privately-held companies. It strikes us as strange since the 

vast majority of family firms and non-family firms are privately-held. Based on the work of Schulze 

et al. (2001) & (2002), we find it likely that the performance of privately-held family firms is 
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different from that of publicly traded family firms. Since privately-held family firms are more likely 

to be vulnerable to the altruistic behaviour of the controlling family (Schulze et al. 2002). Moreover, 

we find it likely that the non-monotic relationship between ownership stake and valuation might 

impact the relative transaction value of privately-held family firms. This notion is based on the 

assumption that the owning family of privately-held family firms holds more than 30% of the 

shares, and therefore, the benefits of large shareholders begin to tamper off, and the risk of family 

opportunism increases (Anderson & Reeb, 2003; Maury, 2006).  

Moreover, the literature also exhibits a growing interest in the characteristics that separate a family 

firm from a non-family firm. As highlighted in the literature review, especially the intangible assets, 

makes the valuation of a family company a daunting task (Duncan & Hasso, 2013). These differing 

intangible assets can be assessed as specific family characteristics, which are investigated by 

several authors (Bennedsen et al., 2007; Duncan & Hasso, 2013). However, none of the authors 

examine how these characteristics affect the relative transaction value of family firms compared to 

non-family firms. Namely, this is because most family characteristics are qualitative and thus 

cannot be measured. However, we define which characteristics, that can be utilized in a regression 

model, which separates family firms from non-family firms and use these to measure which affect 

they might have on the relative transaction value. This is important for both a seller and an acquirer 

in order to understand how the intangible assets in the form of human resources, such as 

management or other personnel, would affect the relative transaction value. 

The only article that investigates how intangible assets affect the relative transaction value is 

Granata & Chirico (2010). However, they do not investigate specific characteristics and how these 

affect the relative transaction value. Furthermore, they only match their family firm with one 

comparable non-family firm. Thus, we wish to strengthen our analysis by using several 

comparables. Notably, as presented in the literature review, both management and board of 

directors are ways family firms differ from non-family firms. Furthermore, the literature review 

generally provided ambiguous findings related to the impact of active involvement of family 

members in board and management. To the best of our knowledge, the effect of these has only been 

done for publicly traded family firms.  

Moreover, most of the literature within family firm performance does not distinguish between the 

different types of family firms. Notably, the critique provided by Miller et al. (2007) highlights the 

importance of making this distinction of family firms, as there is a tendency for founder-owned 
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companies to be one of the main drivers of family firm outperformance compared to non-family 

firms.  

Several authors (Dawson, 2011; Granata & Gazzola, 2010; Ahlers et al., 2014) investigate how a 

financial acquirer, such as a PE Firm, look at family firms, but the articles fail to deliver an estimate 

of the relative transaction value of a family firm compared to non-family firms. It is especially 

crucial for PE firms which focuses purely on the financial return of their investments. If an acquirer 

consistently paid a premium for a family firm, this would erode some of the returns a PE firm would 

be able to generate relative to the acquisition of a non-family firm. On the other hand, if a family 

firm primarily were acquired at a discount relative to their non-family peers, this could prove a 

valuable opportunity to achieve a higher return. Family firms would also benefit from the research 

of their relative transaction value since these insights would enable them to better prepare for the 

“Great transfer of wealth” if they wish to sell their firm to a third party.  

Other authors investigate the specific premium paid (Dittmar et al., 2012; Gorbenko & Malenko, 

2014). These articles primarily investigate how the transaction value differs based on the 

characteristics of the buyer. Namely, they examine the difference in the transaction value paid by a 

strategic buyer versus financial buyer. This research generally highlights that strategic buyers 

would be willing to pay more than financial buyers. Nevertheless, we find it interesting to 

investigate this for privately-held family firms in the Scandinavian region.   

SEW is a concept that has received increasing attention within the research of family firms. 

Zellweger et al. (2012) use prospect theory to explain the gap between the price the acquires are 

willing to pay, and the price sellers are willing to accept. However, they do not investigate the size 

of this gap and how it differs from that of non-family firms. Lastly, Astrachan & Jaskiewicz (2008) 

proposes a theoretical formula that suggests that the emotional value of the company entails that 

the family firm can be sold at a discount if the emotional costs of owning the company are too high. 

Thus, the article suggests that the acceptable sales price is affected by the emotional value. 

However, like other research, they fail to give insights into how this affects the relative transaction 

value of family firms. SEW can be seen as a qualitative measure and hence it is difficult to measure. 

Thus, we limit ourselves to discuss how SEW affect the relative transaction value. 

This section has highlighted the potential gaps in the current literature, through which we 

contribute with the paper. Notably, we wish to investigate the relative transaction value based on 

historical deals which involve privately-held family firms in Scandinavia and privately-held non-

family firms. The estimation of the relative transaction value is, therefore based on actual 
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transaction values. Moreover, we make the distinction between what can be characterized as true 

family firms and founder-owned family firms and investigate how this affects the relative 

transaction value. As an extension of this, we investigate the family firm characteristics of privately-

held family firms, as opposed to the current literature, which primarily has investigated the effect of 

these characteristics for publicly traded family firms. Lastly, we wish to contribute by investigating 

the effect of different buyer characteristics on the relative transaction value of privately-held family 

firms in Scandinavia. 

5 - Hypothesis development 

The last two sections presented current literature concerning the performance of family firms and 

the acquisition of family firms, as well as our contribution to the current literature. In the following 

section, we develop different hypotheses based on the current literature and the gaps we found that 

it exhibits.  

The current performance literature highlights that listed family firms perform better than listed 

non-family firms. However, authors such as Pérez-González (2006), Bennedsen et al. (2007), Miller 

et al. (2007) find that the performance of family firms depend on how a family firm is defined and 

how the governance is structured. Anderson & Reeb (2003), Maury (2006) and Barontini & Caprio 

(2006) and Villalonga & Amit (2006) find that family firms generally outperform non-family firms 

concerning both profitability and valuation. However, Anderson & Reeb (2003), Maury (2005) and 

Barontini & Caprio (2006) and Villalonga & Amit (2006) generally investigate the performance of 

listed family firms relative to listed non-family firms. Furthermore, they argue that the 

outperformance of the listed family firms is due to their ability to lower classical agency costs. 

Nevertheless, as stated by Schulze et. (2001) & Schulze et al. (2002), the agency conflicts differ for 

privately-held family firms as a consequence for them being more likely to show non-beneficial 

altruistic behaviour. This behaviour is likely to result in lower performance for family firms when 

they are privately-held as opposed to being listed. Furthermore, we find it likely that there exists a 

non-monotonic relationship between the value of a family firm and the family ownership stake. 

Hence, privately-held family firms are likely to exhibit larger tendencies of expropriation, as their 

ownership is unchallenged, which result in a lower valuation. The literature review highlighted that 

Granata & Chirico (2010) found that the stagnation principle is prevalent within privately-held 

family firms in the Food & Beverage industry in Western Europe. Notably, they find that family 

firms within this specific industry on average are acquired at a discount. This notion suggests that 

privately-held family firms, in general, could trade at a discount. 
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Ahlers et al. (2014) suggest that mitigation measures such as keeping the family close to the firm, 

even after the acquisition, could prevent some of the downside risks of acquiring a family firm. 

Dawson (2011), however, states that this would prevent the buyer from making the strategic 

decisions that are required for the acquirer. Hence, the downside risks of the intangible asset’s 

family firms possess would diminish when the family leaves the firm. It is argued that acquirers are 

aware of this fact, and hence only be willing to acquire the family firm at a discount since their 

competitive advantage could vanish. Moreover, Granata & Gazzola (2010) finds that family firms 

are generally perceived as riskier compared to non-family firms. This entails that the acquirers 

would want to acquire the family firms at a lower price in order to obtain a higher return. Hence, 

the family firm is more likely to be acquired at a discount.  

As stated in the literature review family firms are generally recognized as being unprofessional by 

PE firms and other non-family firms. It is mainly because family firms expropriate private benefits 

(Ahlers et al., 2014). Moreover, the altruistic and paternalistic behaviour towards family members 

could be assessed as unprofessional by most investors. The research has also shown that when 

SEW is present in a family firm, the firm could be more reluctant to sell. Thus, it is argued that in the 

family firms where SEW is high, the family likely find it hard to agree on a sales price with a 

potential acquirer, because of the large gap between the two valuations. Notably, Zellweger & 

Dehlen (2012) state the unfamiliarity with the valuation process bias the owners on the perception 

of the value of the company. Hence, family firms which are only willing to sell at a high premium 

due to their biased perception of value are reluctant to sell, and this could be materialized in a 

discount (Zellweger & Dehlen, 2012).  

Furthermore, the theory also states that some CEOs of family firms stay in charge of the company 

even though they are not capable of producing the results that alternative management might be 

able to (Zellweger & Astrachan, 2008). Thus, some firms might find themselves in financial trouble 

due to bad leadership, and this would provide the opportunity for companies to acquire them at a 

discount. Additionally, the literature has highlighted an inverted u-shaped relationship between 

perceived emotional costs and emotional value. Thus, it is plausible that several of the family firms 

which are sold possess high emotional and sunk costs in the owner’s perspective. This could entail 

that the owner is more inclined to accept an offer at a discount because this would be better than 

the alternative of keeping the company.  

Even though several authors suggest that family firms require a premium in order to part with their 

assets, we hypothesize that these have a hard time finding a suitable acquirer. Notably, these 
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transactions never materialize because the acquirer and the family firm have a substantial gap 

between their valuations. This possibly provide results that highlight the deals where the family 

have been forced to sell, are willing to sell, or do not possess the capabilities to manage the 

company further. Thus, our first hypothesis is that our results exhibit that family-firms are acquired 

at a discount relative to family firms.  

Hypothesis 1 (H1) – Privately-held family firms in Scandinavia trade at a discount relative to non-

family firms. 

Our research has indicated that the value of a family company is dependent on how a family firm is 

defined. Notably, the findings of Miller et al. (2007) suggest that when you exclude companies 

where the only involvement of a family comes in the form of a founder, family firms no longer 

outperform non-family firms. This notion is mainly rooted in the fact that founder-owned firms 

have better decision-making capabilities. Furthermore, Barontini & Caprio (2006) and Maury 

(2006) supports this finding and states that whether a family firm outperforms a non-family firm 

correlates with the case where the founder still acts as CEO or a non-executive director. This further 

translate into how stewardship in family firms might be more prevalent at a founder stage, as 

expropriation and family conflict become more likely when the firm is owned and lead by multiple 

members. Thus, without more family involvement, the firms have a simpler decision making 

process, making them more efficient (Miller et al., 2007). Consequently, our second hypothesis is 

that the discount for family firms in Scandinavia decrease if the firm is a founder-owned firm 

relative to a true family firm with several members of the family involved.  

Hypothesis 2 (H2) - Founder-owned family firms trade at a lower discount compared to true family 

firms. 

Our next hypothesis relates to companies that have a family CEO. Notably, Gomez-Mejia et al. 

(2001) find a negative relationship between family CEOs and family firm performance. Their main 

explanation is that these CEOs are not held accountable for their actions in the same way as a non-

family CEO would. This notion is further supported by Bennedsen et al. (2007) which highlights the 

importance of unrelated CEOs. Namely, they state that a family CEO might hurt the performance of 

family firms, but an unrelated CEO would increase the performance of the same firm. Other authors 

such as Barontini & Caprio (2006) and Maury (2006) find that a family CEO only shows improved 

performance when this individual also is the founder. Thus, our third hypothesis is that family CEOs 

increase the discount found in transactions of family firms in Scandinavia relative to non-family 

firms.  
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Hypothesis 3 (H3) - Family firms with family CEO’s trade at a higher discount compared to family 

firms with an unrelated CEO 

Our next hypothesis focusses on the structure of the board of directors. Anderson & Reeb (2004) 

advocates that the presence of independent board members has a positive impact on the 

performance of family firms. Namely, the independent board members enable the company to avoid 

the misuse of resources and lower the risks of private expropriation. Further these board members 

ensure that the money spent goes into increasing the wealth of the company through valuable 

projects, and not into the pockets of the owning family. Moreover, these independent board 

members also increase the credibility of the company. At the same time, these independent board 

members also enable the firm to obtain external financing that would not be possible if the board 

only consisted of family members (Corbetta & Salvato, 2004). Hence, it could conceivably be 

hypothesized that an increase in the independent board members decreases the discount for 

privately-held family firms in Scandinavia.  

Hypothesis 4 (H4) - The higher the number of independent board members, the lower is the 

discount for family firms.   

The next hypothesis is rooted in the former. Namely, we suspect that an increase in independent 

board members have a positive impact on the family firm. Rooted in the notion of entrenchment 

and SEW, we expect that family firms could be more inclined to expropriate if they enjoy a larger 

fraction of the decision-making power on the board of directors (Oswald et al., 2009). Hence, our 

next hypothesis suggests that more family members on the board suggests a larger discount 

relative to having non-family members on the board.  

Hypothesis 5 (H5) - The higher the number of family board members, the higher is the discount for 

family firms. 

The following hypothesis concerns the chairman of the board of directors. The notion put forth by 

Gomez-Mejia et al. (2001) which was mentioned in our third hypothesis, potentially also concerns 

the chairman of the board. Specifically, if the chairman of the board is a family member, it is 

plausible that they are not held accountable for the actions in the same manner as a non-family 

chairman. Additionally, entrenchment theory states that family members could use their power to 

expropriate, and this would entail that the chairman of the board would agree on decisions that not 

necessarily is in the best interest of the company. Furthermore, it is plausible that a family 

chairman would decrease the credibility of the firm and make it harder to obtain outside financing. 
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Thus, we hypothesize that a family chairman would increase the discount of family firms in 

Scandinavia.  

Hypothesis 6 (H6) - If the chairman of the board is a family member, the discount for family firms 

increases. 

Our last hypothesis relates to the buyer of the family firm. Our literature review has highlighted the 

difference between strategic and financial buyers. Notably, financial buyers such as PE firms often 

regard family firms as riskier investments compared to non-family firms and hence often acquire 

them at a discount (Ahlers et al., 2014). Furthermore, the research has also stressed that strategic 

buyers, on average value targets higher than their financial counterparts. Mainly, they often have an 

increased valuation of the targets due to the potential synergies they can achieve through the 

acquisition. It should be noted that our research also highlighted that financial firms potentially 

could compete with strategic companies during robust credit periods (Pearl & Rosenbaum, 2009). 

However, our last hypothesis suggests that if a strategic buyer acquires the family company, the 

discount is lower compared to a financial buyer.  

Hypothesis 7 (H7) - If the buyer is a strategic buyer, the discount associated with family firms is 

lower compared to when the buyer is a financial buyer. 

These seven hypotheses enable us to develop a better understanding of the relative transaction 

value of family firms and how the family firm characteristics affect this valuation. Notably, this 

paper aims to contribute to the existing literature by applying a quantitative approach and 

investigate the transaction value of privately-held family firms in Scandinavia relative to privately-

held non-family firms. This potentially provide Scandinavian family firms with actionable 

knowledge they can utilize to prepare for the forthcoming transfer of wealth if they wish to sell 

their firm to a third party.  
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6 - Methodology 

This section presents the methodological approach applied enabling the paper to test the 

hypotheses presented in the previous section. Due to the comprehensiveness of the method used in 

this paper, the methodology section is divided into four primary sections, as illustrated in figure 2. 

Figure 2 - Overview of methodology section 

 

 

 

 

 

 

 

 

Firstly, the methodology section briefly describes the scientific research methodology, which is 

applied throughout this research paper. Secondly, the section presents the method applied to 

measure the relative transaction value of a family firm. Thirdly, the sample construction section 

gives a detailed explanation of the data collection process for both the family firms and the 

comparable transaction. Lastly, we describe and explain the empirical approach of this paper. 

6.1 - Scientific research methodology 

This paper is rooted in the positivistic research approach. It implies that we consider science to be 

universal (Egholm, 2014). Hence, the knowledge of interest we apply is technical since the paper 

aims to establish some general terms on which associations can be explained. This is achievable 

through an empirical-analytical approach (Egholm, 2014). The implications of the positivistic 

research approach imply that only observable phenomenons lead to valid data inputs and further is 

included in the test of our developed hypothesis. Therefore, we strive for objective explanations to 

the phenomenons we investigate (Egholm, 2014). Our scientific understanding is that we are 

conscious of the fact that a definitive truth exists. However, we are also aware of the fact that it 
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never can be definitively acknowledged. By thoroughly and consistently defining concepts, data and 

the area of research, we ensure the validity of our results (Justesen & Mik-Meyer, 2010). 

Further by building our paper based on publicly available data and thoroughly describing our 

empirical approach, we ensure a large degree of reliability in our research, which ensures that a 

recreation of the findings is possible. The sample construction follows the positivistic research 

approach as we aspire for our collection and treatment of data to be objective. However, we are 

only able to aspire for objectivity as our data collection and assessment of the data to some degree 

is biased.  

We apply a deductive approach, since we based the development of our hypotheses on the current 

literature. Subsequently, through an extensive data collection and later testing of these hypotheses 

we are able to either confirm or deny our hypotheses. The collected data is structured to enable the 

formulation and testing of the developed hypotheses (Egholm, 2014). The literature review serves 

the purpose of providing a nuanced and valid understanding of the relationships, research methods 

and theory within our area of research.  

Based on the ontological perspective of the positivistic approach, the guiding point of this paper is 

objectivity. It implies that all the observations that serve a part of our data collection process exists 

and is publicly available (Egholm, 2014). By aspiring to objectivity in our data inputs and data 

collection process, as well as in our treatment of the data, we ensure that the recreation of our 

research is possible. We strive for the developed hypotheses and the tests of these hypotheses to be 

independent of our views and treatment of data.  

6.1.1 - Quality criteria 

This following section reflects on several of the quality criteria proposed by Justesen & Mik-Meyer 

(2010), in order to reflect whether the academic value of this assignment is applicable or not.  

We set out to ensure that the paper is consistent and coherent. This implies that the individual 

parts should be structured, in a way that enable the research to answer the research question. 

Notably, it entails that our literature review, hypothesis and method are structured in a consistent 

manner (Justesen & Mik-Meyer, 2010). The paper also seeks to be consistent by using technical 

terms consistently in order to increase the readability of the paper. In order to meet these criteria, 

the first part of our analysis is structured around the methods provided by Granata & Chirico 

(2010) and Koeplin, Sarin & Shapiro (2000), and our second part is rooted in econometric theory 

and regression analysis.  
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In order to meet the criteria of transparency, we have elaborated our methodological and empirical 

approach in the sections “Measuring relative valuation”, “Sample construction” and “Empirical 

approach”. This implies that we illustrate the reasoning behind the choices made. It also entails that 

we provide in-depth descriptions of the data collection and the choices made in this process. 

Furthermore, we highlight how we have modelled and applied the data in order to provide us with 

the capabilities to perform the analysis that we aim to undertake. Hence, we construct our findings 

and results in a manner that ensure other scholars can follow and reconstruct the findings of this 

paper, which increases the reliability of our paper. This allow these same scholars to reflect and be 

critical towards the findings obtained by the paper (Justesen & Mik-Meyer, 2010). We strive to 

uphold this transparency by making sure our choices surrounding the methodical choices are made 

explicit in the paper.  

The last quality criterion is validity, which determines whether the findings of the paper are what 

they claim to answer (Justesen & Mik-Meyer, 2010). We intend to validate the research we do 

through our analysis comparing the relative transaction value of privately-held family firms in 

Scandinavia compared to non-family firms with other similar research. Moreover, we wish to 

validate these findings further by establishing which of the specific family characteristics found in 

our literature review that affects this relative transaction value. The validity of this paper is 

discussed in the section “Discussion of limitations and validity of results”.  

6.2 - Measuring relative valuation 

6.2.1 - Multiples 

The method used to estimate privately-held family firms relative transaction value is referred to as 

a relative valuation approach. The approach relies on multiples that apply a variety accounting 

measures or other financial inputs. Penman (2010) defines a multiple as the ratio between market 

price, which includes stock price, market capitalisation and enterprise value. Our estimates are 

rooted in enterprise value which is a company’s equity plus its net interest-bearing liabilities 

(Petersen, Plenborg and Kinserdal, 2017). Relative valuation approaches are used to create a 

market benchmark enabling the user to establish a valuation proxy for a target company or to 

analyse the value of a public company at a given point in time (Pearl & Rosenbaum, 2009). The use 

of the relative valuation method can either rely on traded peers or comparable 

transactions/precedent transactions. Relative valuation through traded peers is done by assessing 

and selecting companies that are publicly traded, and through the current trading of the traded 

peers establish a valuation proxy and then estimate the value of the target company. However, 
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since the focus of this paper is privately-held companies, the approach we apply is comparable 

transactions. This is by Pearl & Rosenbaum (2009) referred to as precedent transaction analysis. 

Precedent transactions are premised on the multiple that is paid for a comparable firm in a prior 

transaction (Pearl & Rosenbaum, 2009). This approach is by Damodaran (2006) described as the 

following; Firstly, comparable assets that have been priced by the market are determined, 

specifically comparable firms that have been through a transaction process. Secondly, the 

enterprise values emerging from these comparable transactions are scaled to a common variable 

such as EBIT or EBITDA, in order to establish a measure of comparability. This scaling can be done 

based on a variety of accounting measures. We apply EBIT and EBITDA, which is explained in the 

following paragraph. However, since we already know the price paid for the family firms, we use 

these comparable transactions to estimate the relative transaction value of family firms compared 

to selected comparable firms that have been through a transaction process. The use of multiples is a 

very broadly acknowledged method among practitioners due to its high applicability and its speed 

of use relative to other valuation methods (Pearl & Rosenbaum, 2009). However, the use of 

multiples can be quite complex in the sense that it easily can be affected by errors and biases. These 

sources of errors and biases is elaborated in the section “Discussion of limitations and validity of 

results”. 

6.2.2 - The EV/EBIT and EV/EBITDA multiples 

As mentioned, this paper will take its premise in the accounting measures EBIT and EBITDA. By 

applying these accounting measures, the paper establishes the multiples EV/EBIT and EV/EBITDA 

for comparability. The reason for the application of EV/EBIT and EV/EBITDA is that they are some 

of the most widely applied multiples in M&A analysis (Holm, Petersen & Plenborg, 2005; Pearl & 

Rosenbaum, 2009; Granata & Chirico, 2010). They are based on different measures of a company’s 

earnings and are both valuable measures for estimating the cash flows of a company. EBIT means 

“earnings before interests and taxes”, where EBITDA means “earnings before interest, taxes, 

depreciation and amortisation”. The paper considers the EV/EBITDA multiples as the most 

important multiple, as the EBITDA information is more available and reliable. Another reason for us 

to take premise in the EBITDA multiple rather than the EBIT multiple is due to the research done by 

Lie & Lie (2002). Through their research, they find that the EBITDA multiple generally yields better 

estimates compared to the EBIT multiple. However, we both test our hypotheses based on the 

EV/EBITDA and the EV/EBIT multiples.   

𝐸𝑉

𝐸𝐵𝐼𝑇𝐷𝐴
=

𝐸𝑞𝑢𝑖𝑡𝑦 + 𝑁𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑏𝑒𝑓𝑜𝑟𝑒 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡, 𝑡𝑎𝑥𝑒𝑠, 𝑑𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛𝑠 𝑎𝑛𝑑 𝑎𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛
    (1)  
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𝐸𝑉

𝐸𝐵𝐼𝑇
=

𝐸𝑞𝑢𝑖𝑡𝑦 + 𝑁𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑏𝑒𝑓𝑜𝑟𝑒 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑎𝑛𝑑 𝑡𝑎𝑥𝑒𝑠
    (2)  

In order to get a meaningful result using multiples, the compared firms need to be as homogeneous 

as possible. Therefore, EV/EBIT and EV/EBITDA are valuable measures as they are independent of 

a firm’s capital structure (Granata & Chirico, 2010). Because the measures are before interest and 

taxes, they are not affected by the mix of debt and equity, which often is different between 

otherwise comparable firms. Moreover, utilising EV/EBIT and EV/EBITDA ensures that when firms 

are compared across countries, differences in taxes paid are avoided. Again, this is because the two 

measures are earnings before taxes and therefore, is not be affected by differences in taxes. 

Therefore, the relative valuation based on the EV/EBIT and EV/EBITDA multiples is not biased by 

differences in taxes paid when comparing across countries. Another reason why the EV/EBITDA 

multiple is applied and differs from the EV/EBIT multiple is that it avoids the issues regarding 

depreciation and amortisation. Contrary to EBIT, EBITDA adds back the non-cash expense related 

to depreciation (Granata & Chirico, 2010). Therefore, it avoids the challenges related to how firms 

adopt different strategies related to in-sourcing vs outsourcing of ownership in property, plant and 

equipment (Petersen et al., 2017). Furthermore, the EBITDA measure is less fragile with regards to 

differences in certain accounting policies (Pearl & Rosenbaum, 2009). 

Holm et al. (2005) investigate the use of valuation methods when estimating the value of privately-

held companies. They investigate this by interviewing 22 financial advisors and investors. 

Concerning their findings, one of their respondent’s state that capital-based valuations methods 

such as the DCF is more theoretically correct, but contrary to the use of multiples, these are more 

likely to show the value potential, rather than what the actual value of a given company is. This 

supports the approach we apply, as we wish to investigate actual transaction value of family firms 

relative to other comparable non-family firms. However, the use of multiples is fragile with regards 

to the assumptions and biases on which they are determined. 

Moreover, in a perfect world, the use of multiples requires that the expectations on which they are 

determined are identical. This includes growth rates, the cost of capital and the profitability of the 

comparable companies (Petersen et al., 2017). Holm et al. (2005) further state that in practice, it is 

difficult to find two comparable companies that overlap in their expectation for future profitability, 

risk, growth and accounting principles. This is supported by Pearl & Rosenbaum (2009), stating 

that no two companies are precisely the same. Therefore, multiples are typically used in 
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combination with other valuation approaches. Thus, the use of multiples has its advantages as well 

as disadvantages. However, when investigating the relative valuation, the use of multiples serves as 

a relevant approach, especially for privately-held companies as the data availability for such 

companies is scarce compared to listed companies. Since we already know the transaction value of 

the family firms, we apply multiples to measure the relative transaction value of family firms as 

opposed to non-family firms. 

6.3 - Sample construction 

The following section provides a detailed walkthrough of the data collection. Notably, it explains the 

approach which was applied to determine the relevant family firm transactions and their 

comparables.   

The paper examines acquisitions of family firms in Scandinavia in the period between January 2010 

to January 2020. In order to construct the desired sample enabling us to investigate the relative 

transaction of privately-held family firms compared with privately-held non-family firms, a wide 

variety of inputs was required. Hence, we chose Scandinavia due to the accessibility of annual 

reports. As stated in the “Contribution to current literature”, this paper focusses on privately-held 

family firms, which entails that the data collection process excluded all transactions involving 

public companies. This focus holds both for the family firm transactions and their comparables. 

Specifically, we do not combine listed companies and privately-held companies due to the illiquidity 

of the stocks in privately-held firms. Compared to listed firms, the stocks of privately-held firms 

cannot be traded freely on the stock exchange. Hence, the acquisition of privately-held firms is a 

riskier investment and requires an illiquidity discount (Damodaran, 2005a). In order to avoid the 

effect of illiquidity discount, we only include privately-held companies in the sample. 

6.3.1 - Data collection 

The data collection conducted in this paper consists of two collection processes. First, we located 

family firm transactions and collected data on these. Second, we established which comparable 

transactions that might be suitable for these family firm transactions. These two inputs allowed us 

to estimate the relative transaction value of privately-held family firms in Scandinavia compared to 

privately-held non-family firms.  

6.3.1.1 - Family firms 

The initial screening for family firms was based on data extraction from the Mergermarket 

database. Furthermore, Nordic Knowledge Partners M&A insight database was used in the initial 
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screening process as a sanity check concerning the years 2017-2020. The reason why it only served 

as a sanity check in these years, is that the database does not contain data in the years before 2017.  

Table 2 – Overview of extracted data from Mergermarket 

Note 1: The reported revenues, EBITDA and EBIT are based on the last available financial year before the 

acquisition 

The data extraction from Mergermarket consisted of all transaction in Denmark, Norway and 

Sweden in the period from 1/1/2010 –1/2/2020. However, we applied one specific restriction, 

namely that the value of the transaction had to be larger than 10 EURm. This search resulted in 

2094 transactions. A similar search was done through Nordic Knowledge Partners. However, we 

also searched for transactions where a founder or family was acquired, an option that was not 

available in Mergermarket. The search through Nordic Knowledge Partners resulted in 61 relevant 

transactions. After this, the 2094 transactions found through Mergermarket and the 61 transactions 

found through Nordic Knowledge Partners were screened for relevant family firm transactions. We 

assessed these by visiting the companies’ websites and investigating whether a single individual 

founded the firm or if it was family owned. Lastly, we searched for relevant transactions through 

Google. Thus, through Mergermarket, Nordic Knowledge Partners, and Google searches, we found 

67 relevant family transactions (Appendix 1). 

The primary reasons why we obtained 67 family transactions through these searches were the 

applied exclusion parameters. Namely, we excluded transactions if they did not match the 

definition of a relevant family firm which was highlighted in the “Delimitation” section. However, 

we also excluded relevant family transactions extracted from Mergermarket and Nordic Knowledge 

Partner due to four other reasons. The first reason was that some of the transactions had negative 

financials. The inclusion of such transactions would result in negative multiples which would result 

in unmeaningful interpretations. We also excluded companies in the cases where we were unable to 

find the financials for the given transaction. 

Moreover, we excluded a transaction if it only involved a minority stake, namely less than 51%, as 

this potentially could affect the results through the control premium. A control premium is a 
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premium that an acquirer is willing to pay in excess for the stake in order to obtain a majority stake, 

that enables them to exert control over the acquired company (Damodaran, 2005b; Pearl & 

Rosenbaum, 2009). The exclusion of such transactions was done in order to ensure that comparison 

between family firms and their comparable transactions was carried out on equal terms. Lastly, if 

the sale were a division sale, it was excluded, as we aimed to investigate the sale of a company 

rather than a division. 

6.3.1.2 - Family firm variables 

After we found the 67 relevant family firm transactions, we began to collect the data for variables 

that contained the specific family firm characteristics, which were established through our 

literature review. We found the variables through information in annual reports, newspaper 

articles, press releases regarding the transaction and company websites. For Swedish firms, we 

used Hitta.se to find the annual reports. For Norwegian companies, we used the 

Brønnoysundregistrene.no, and finally data.virk.dk for the annual reports of Danish companies. 

Table 3 - Overview of family firm transaction inputs and variables 

 

Firstly, we collected data on the following five dummy variables. The first variable was whether it 

was a true family firm or a founder-owned family firm. This classification was determined by the 

definition provided by Miller et al. (2007), namely that a true family firm is a firm in which multiple 

members of the same family are involved as owners and/or managers. However, we also classify 

firms that were owned through more than one generation as true family firms. A firm was 

categorised as a founder-owned firm if it was founded and still owned by the same individual.  

The second dummy variable was whether the CEO was a family member or not. If the surname of 

the owner matched the surname of the CEO, we categorised this as a family CEO. Thirdly, we 

collected data on whether the CEO was the founder of the family firm or not. We assigned a family 
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firm to have a founder CEO if the founder and owner of the family was the CEO of the firm. Fourthly, 

we investigated whether the chairman was a family member or not. The approach applied was 

similar to the one regarding the family CEO, hence if the surname of the chairman matched the 

surname of the owning family, we assigned this firm to have a family chairman. Finally, we collected 

data on whether the acquirer was strategic or financial. Compared to the other four dummy 

variables, we established the variable by using the extracted data from Mergermarket and Nordic 

Knowledge Partners, which highlights the type of the acquirer. 

In the second part of the data collection, we found information regarding the discrete variables we 

needed for our sample. These discrete variables consisted of independent board members, the 

number of family members on the board and the founding year of the family firm. Firstly, the 

number of family members on the board was determined based on the annual reports of the family 

firms. Specifically, we matched the surname of the owning family with the surname of the board 

members. Secondly, the number of independent board members was based on the difference 

between the number of family board members and the total number of board members. Lastly, we 

established the variable which indicates the founding year of the companies through newspaper 

articles, company websites and press releases. 

6.3.1.3 - Comparable transactions 

The approach applied to determine comparable transactions was based on the approach of Pearl & 

Rosenbaum (2009). It consists of five steps: 

1. Select the universe of comparable transactions. 

2. Locate the necessary deal-related and financial information. 

3. Spread key statistics, ratios and transaction multiples. 

4. Benchmark the comparable transactions. 

5. Determine the valuation. 

The first step is to define the area of the search and begin the screening process of potential 

comparable transactions based on the characteristics of the target company, which in our case was 

the family firms. The second part refers to the extraction of financial data. The third step describes 

the process of setting up a spreadsheet for the extracted financials in order to calculate the relevant 

measures, which in our paper is EV/EBITDA and EV/EBIT. The fourth step is to do a final 

assessment of the comparables to ensure comparability of the selected transactions. The final step 

is the valuation step, where the value is estimated based on the preliminary work. However, we do 

not use this valuation approach to estimate the value of a company since family firms in our sample 
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already have been through a transaction. We instead use it to estimate the relative transaction 

value. Therefore, the fifth and final step of the presented approach by Pearl & Rosenbaum (2009), is 

explained as part of the “Empirical approach”.  

6.3.1.4 - Screening for comparables 

The following section describes the first step, which is the selection of the comparable universe, as 

presented by Pearl & Rosenbaum (2009). Pearl & Rosenbaum (2009) states that a good starting 

point for determining comparables is through a search on sector and subsector.  

We initiated the screening for comparables by doing a thorough assessment of the family firms, 

primarily through the family firms’ websites. When we obtained a reasonable understanding of the 

family firm, we began to search for comparable transactions through Mergermarket. We carried out 

the searches for comparable transactions with the premise in the family firms’ description, sector 

and sub-sector characteristics. We found at least three comparable transactions for every family 

firm included in the sample. However, for some of the family firms, this was not possible, and hence 

these family firm transactions were excluded. This exclusion is explained in more detail in the 

section; “Exclusion of relevant family firm transactions”. 

Furthermore, we ensured that the comparable transactions were privately-held non-family 

companies. Our search amounted to 4681 comparable transactions, within 21 industries. Through 

the assessment of these 4681 comparables, which included a variety of parameters, we found 219 

relevant comparable transactions for calculating the relative transaction value of privately-held 

family firms in Scandinavia compared to privately-held non-family firms. 

The parameters we applied to assess the comparability were similar to those applied by Granata & 

Chirico (2010) and to some degree also Koeplin et al. (2000). The comparability parameters 

presented by Granata & Chirico (2010) were industry, size of the firm in terms of sales and assets, 

geographical area, year of acquisition and products. The comparability parameters presented by 

Koeplin et al. (2000) were industry, country, year of acquisition and size. We applied the five 

parameters; industry, size, time of the acquisition, geography, and business model & product 

specifications. Initially, we applied, industry, size and the time measure in the searches for 

comparables. The initial parameters were applied relatively strict, primarily to ensure that the 

searches did not result in, e.g. 400 comparables, but rather 20-50 comparable transactions. 

Subsequently, we began an assessment consisting of three steps. 
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In the first step, we chose the companies that were most similar concerning the business model and 

product specification. We assessed the similarities through the business description provided by 

Mergermarket. When deemed relevant, we examined the comparable companies’ websites in order 

to obtain a better understanding of their business and ensure similarities in customers and 

service/product offerings with the family firm transactions. Through this search, we created an 

output document, based on the initial criteria and our assessment of similarities in the businesses 

(Appendix 2). 

Through the second step, we assessed a combination of firm size, time of acquisition and 

geography. We based the size parameter on an evaluation of the enterprise value. Granata & Chirico 

(2010) states that it is essential to neutralise the size effect. Size is important because it is likely to 

affect the multiple calculations due to economies of scale (Fama & French, 1995). The effect of size 

would entail that significantly larger comparables possibly could obtain economies of scale. 

Namely, this entail that they could have better margins within similar industries and therefore 

trade at a higher multiple (Pearl & Rosenbaum, 2009). The assessment of size was in some cases 

violated as we prioritised similarities in the business model rather than size. 

Concerning the time of the acquisition, we applied a range of six years from when the family firm 

transaction had taken place. However, this was violated in a few cases due to a lack of relevant 

transactions within the six-year time frame. Damodaran (2012) underlines the importance of time 

of the acquisition. Namely, he states that multiples also reflect the market mood. This entails that 

transaction values potentially are too high in periods when the market is overvaluing comparables 

firms, and too low when the period tends to undervalue the comparables. This insight emphasises 

the importance of ensuring that the date of the family firm transaction and comparable transactions 

are within a relatively short period. Pearl & Rosenbaum (2009) elaborates on this by stating that 

similarity in the time of acquisition is relevant due to sector trends. Namely, that two compared 

transactions preferably should trade within periods that show similar market trends, confidence in 

the sector and economy as well as other factors (Pearl & Rosenbaum, 2009).  

Concerning geography, we initially prioritised the comparable transactions to be within the 

Scandinavian region. However, through our searches, it became evident that this was not possible. 

Hence, we expanded our focus to Western Europe, and in some cases included the USA, the rest of 

Europe. Moreover, we included Asian companies in a few cases, when the comparable transactions 

were scarce. 
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The third and final step was to ensure that the transactions which were deemed relevant, provided 

us with valid data points for the comparison with the family firm transactions. This third step 

required a similar final four-step exclusion process as we did when we assessed the family firm 

transactions. First, we removed companies with negative financials and those where the financials 

were missing. Subsequently, we excluded companies that were either a transaction which did not 

involve a majority stake or division sale. 

6.3.1.5 - Verification of financials 

The following sections investigate step 2) the extraction of the necessary deal-related and financial 

information, and step 3) the preparation of spread key statistics, ratios and transaction multiples, 

as presented by Pearl & Rosenbaum (2009). Since Mergermarket to a large extent provides 

financials directly in datasets when extracted, step 2) was used as a verification process of the 

financials provided by Mergermarket. 

We based the verification process of the financials for the family firms, and comparable 

transactions on the same approach, which we applied in the dataset extracted from Mergermarket. 

It implied that we searched for the most recent financials leading up to the transaction, in order to 

ensure that the foundation for comparison was similar. This verification process was to the extent 

possible done through the actual annual reports of the firms. In situations where the companies 

were outside of Scandinavia, the financials were verified using the database of Amadeus. Amadeus 

is a database for comparable financial information for public and private companies across Europe. 

In the few cases where the comparable transactions were outside of Europe, we relied on the 

information provided by Mergermarket. 

We found the financials in local currency when this was possible. However, it was primarily 

relevant concerning the family firm transactions as the financials of these transactions was based 

on information from their annual reports. The financials provided by Mergermarket and later 

verified through Amadeus was stated in EUR. We then converted the financial inputs into DKK in 

order to determine the enterprise value, revenue, EBITDA and EBIT in one currency, enabling us to 

assess the relative sizes of the transactions. Exchange rates were based on averages of the full-year 

rate and were then matched with the date of the transaction. In order to avoid the impact of 

differences in exchange rates, we based the calculation of the multiples on initial financial inputs in 

their specific currencies. Hence every calculation of the EV/EBITDA and EV/EBIT multiple was 

calculated using the financial inputs from annual reports, Amadeus or Mergermarket.  
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Concerning step three presented by Pearl & Rosenbaum (2009), the financials were continuously 

written into the excel spreadsheet, which was used to keep track of the comparable transactions 

found to be relevant (Appendix 2). Furthermore, it enabled us to assess the comparability of the 

comparable transactions with regards to especially the size parameter. 

6.3.1.6 - Exclusion of relevant family firm transactions 

As a final step before we began applying the gathered data, we made a critical review of the family 

firm transactions and comparable transactions resulting in the exclusion of 11 family firm 

transactions. Further, we excluded another six transactions in the EV/EBIT valuation. This step was 

similar to step 4), as presented by Pearl & Rosenbaum (2009), namely it required that the output 

was benchmarked and assessed before we performed the estimation of relative transaction value. 

Table 4 – Overview of the excluded family firm transactions in the EV/EBITDA relative transaction 

analysis 

 

As presented in the above table, we excluded 11 family transactions from the sample due to three 

reasons (Appendix 1). Firstly, we excluded ICM A/S because it was not completed due to Covid-19. 

All other transactions were completed. However, the ICM transaction was pending, and the bid by 

Bunzl plc was withdrawn. 

Secondly, rooted in a critical review of the comparables found for the family transactions, we 

decided to exclude seven of the transactions due to inadequate comparability with its potential 

comparables. The process was rooted in the assessment of the comparable transactions and their 
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comparability related to the five applied parameters. The primary reason for the exclusions was 

due to the lack of similarities in product offerings. More specifically, most of the excluded family 

firms have particular product/service offerings, which could not be found in comparable 

companies. 

The final of the three explanations for the exclusion of the relevant family firm transaction was due 

to outliers. Dellner Couplers AB, Hylte Jakt & Lantmannen AB and Gudrun Sjoeden Design AB were 

excluded as they showed immensely high EV/EBITDA multiples relative to their comparables. More 

specifically, they exhibited multiples which were three-five times larger than their comparables. We 

decided that this would affect our results in a non-meaningful way, and therefore these three were 

excluded from further analysis.  

The exclusion of the six family firm transactions in the EV/EBIT analysis of the relative transaction 

value was because they had no comparables with EBIT inputs (Appendix 1). The companies 

excluded were Urbanium AS, Ski Bygg A/S, Ribacka Group AB, Dykon A/S, Reconor A/S and 

SteelSeries ApS. However, the exclusion of Ribacka Group AB and Urbanium AS was due to missing 

EBIT inputs for the family firm transactions. The other reason for the exclusion was because they 

were missing EBIT inputs in the comparable transactions. This exclusion is elaborated in the 

following paragraph “Exclusion of comparable transactions”. 

6.3.1.7 - Exclusion of comparable transactions 

We only applied the criteria which state that all family firm transactions should have at least three 

comparables on the EV/EBITDA multiple. Namely, we were not able to uphold this criterion for the 

EV/EBIT multiple. The result of this was that for the EV/EBIT analysis, we had 132 comparable 

transactions, relative to the 219 comparable transactions in the EV/EBITDA analysis. Further, we 

excluded 16 of the 87 comparable transactions in the EV/EBIT analysis relative to the EV/EBITDA 

analysis due to outliers. Namely, the EV/EBIT multiple of the comparables was meaninglessly high, 

which meant that we excluded comparable transactions that had shown an EV/EBIT above 40x. We 

allowed for a more considerable variation in the EV/EBIT as this generally is a more volatile 

measure, compare to the EBITDA (Lie & Lie, 2002). 

6.4 - Empirical approach 

6.4.1 - Relative transaction value  

This section elaborates on the choices made in order to investigate the relative transaction value of 

privately-held family firms in Scandinavia compared to privately-held non-family firms. Namely, the 
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section goes through our empirical approach and describes how we have carried out our 

calculations of the relative transaction value.  

Our analysis is rooted in the methods put forth by Granata & Chirico (2010) and Koeplin et al. 

(2000). Notably, they use multiples in order to estimate the relative transaction value of family 

firms compared to non-family firms. This is done using the following formula: 

𝑅𝑒𝑙𝑎𝑡𝑖𝑣𝑒 𝑡𝑟𝑎𝑛𝑠𝑎𝑐𝑡𝑖𝑜𝑛 𝑣𝑎𝑙𝑢𝑒 = 1 − (
𝐹𝑎𝑚𝑖𝑙𝑦 𝑚𝑢𝑙𝑡𝑖𝑝𝑙𝑒

𝑁𝑜𝑛 − 𝑓𝑎𝑚𝑖𝑙𝑦 𝑚𝑢𝑙𝑡𝑖𝑝𝑙𝑒
)   (3) 

It is important to note that a negative result indicate that a family firm is acquired at a premium, 

and a positive result indicate that the family firm is acquired at a discount. Opposite other authors, 

we have a minimum of three comparable transactions (Koeplin et al., 2000; Granata & Chirico, 

2010). Based on the multiples found on these transactions, we calculate the transaction value of 

privately-held family firms relative to each of its comparables. According to Pearl & Rosenbaum 

(2009), the mean of comparable transactions is used in a precedent transaction analysis as they 

pose as a meaningful valuation guiding post. Hence, we use the mean of the calculated relative 

transaction value on each family transaction to derive our results. 

Consequently, we have a mean of the relative transaction value for each of our 56 transactions 

involving family firms. After calculating the means of the relative transaction values, we test 

whether these are statistically different from zero or not. Namely, to compare the mean of the 

multiples between the matched family firms and their comparables, we apply a t test approach 

(Koeplin et al., 2000; Granata & Chirico, 2010). Taking the average of already averaged values can 

pose a problem due to the Simpson Paradox (Agresti & Franklin, 2013). Among other things, this 

entails that one cannot take an ‘average of averages’ if the underlying parameters do not have the 

exact same amount of observations or at least is very close to it. Since the number of comparable 

companies ranges from three to seven for each of our family transaction, these average numbers 

might differ. Thus, we test to see if the averages of the comparables is close to the average found 

when calculating the ‘average of averages’ which consists of the family transactions. It enables us to 

detect whether there are any large differences and whether this would make our results unreliable 

or not. Namely, if the difference is large, we would not be able to further investigate our relative 

transaction value through the approach applied in the paper. 

6.4.2 - Regression analysis 

This following section explains the regression analysis that we apply in our paper. Notably, it 

presents the underlying assumptions of regression analysis and how these regressions are carried 
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out in order to draw associations of what might affect the relative transaction value of privately-

held family firms compared to privately-held non-family firms.  

As stated earlier, this paper utilises the EV/EBITDA multiple as our primary measure, and EV/EBIT 

is used to test the strength of the applied method. Our main interest regarding the hypotheses is to 

infer associations between our dependent variable, and the underlying characteristics of family 

firms which is our independent variables. We investigate our six family specific hypotheses through 

the statistical software programme “Stata”. Specifically, we wish to apply multiple regression 

analysis in order to estimate what effect our independent variables in our analysis have on our 

dependent variable, which is the relative transaction value of privately-held family firms relative to 

privately-held non-family firms. The sample used in this multiple regression analysis consists of the 

family transactions found in our data gathering. Hence, the comparables only enter the regression 

through their presence in the relative transaction value. The sample consists of 56 transactions 

concerning EBITDA and 50 transactions concerning EBIT. The linear regression model allows us to 

estimate the unknown effect of a change in one variable, X, on a dependent variable Y (Stock & 

Watson, 2015). Conceptually the linear regression model is defined the following way with a single 

regressor: 

𝑌𝑖 = 𝛽0 + 𝛽1 ∗ 𝑋𝑖 + 𝜇𝑖    (4) 

The general interpretation of this model is that the intercept is 𝛽0, and the slope is 𝛽1, these two 

objects are also referred to as parameters of the population regression line. Further, the slope 𝛽1 

represents the change in 𝑌𝑖  related to a unit change in 𝑋𝑖  (Stock & Watson, 2015). In order to best 

estimate the slope of this regression, we utilise a concept referred to as the ordinary least square 

(OLS) estimator. This method chooses the line that produces the least-squares fit to the given data. 

The OLS estimator chooses the regression coefficients, which ensures that the estimated regression 

line is as close as possible to the observed data (Stock & Watson, 2015). The OLS has its own 

notation, so the regression model looks the following: 

�̂�𝑖 = �̂�0 + �̂�1 ∗ 𝑋𝑖 + 𝜇𝑖    (5) 

In order to obtain appropriate estimates of the unknown regression coefficients �̂�0 and �̂�1, certain 

assumptions need to be met. The first assumption is that the conditional distribution of 𝜇𝑖  given 𝑥𝑖  

has a mean of zero. This entails that the factors which are represented in the error term cannot be 

related to 𝑥𝑖 . If this is not the case, then the model is likely to be affected by omitted variable bias. 

The second assumptions is that (𝑋𝑖 , 𝑌𝑖), i=1,...,n, are independently and identically distributed. The 

statement relates to how the sample is drawn. It is met when the sample is randomly drawn from a 
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single large population. The third assumption is that large outliers are unlikely because the OLS is 

somewhat sensitive to large outliers.  

In our literature review and hypothesis section, we have found several family firm characteristics 

that could affect the transaction value of a family firms relative to a non-family firm. Thus, we utilise 

multiple regression analysis in the paper in order to investigate how these different variables affect 

the relative transaction value of family firms. The multiple regression model allows us to test for 

the average effects on the relative transaction value of family firms when changing one of the 

variables while holding other variables constant (Stock & Watson, 2015). Moreover, we include 

some other variables, such as founding year, that might have an impact on our dependent variables 

or be correlated with our control variables, in order to avoid omitted variable bias (Stock & Watson, 

2015). Notably, the founding year might have an impact on whether you have an external CEO due 

to time specific cultural opinions by the owner of the firm or not, moreover it could plausibly be a 

determinant of the dependent variable. Several of the variables we have found through our 

research are categorical variables, hence in order to use these in a multiple regression, we have 

converted them into dummy variables. This means that when analysing the variable of “Strategic or 

financial buyer”, we have replaced strategic buyer with the value of one, and financial buyer with 

the value of zero. This entails that the variable only enters the regression if that given variable is 

categorised with a one.  

As mentioned, our dependent variable is the relative transaction value between the family firms 

and the non-family comparable firms. One of the discrete explanatory variables in our regression is 

founding year, which is a measure of how old the company is. Besides founding year, we have two 

other variables that are discrete, namely the number of independent board members and the 

number of family board members. The rest of our variables is dummy variables. Specifically, 

whether the company is a true family firm or founder-owned, whether the company has a family 

CEO or not, whether the firm has a family chairman or not, whether the CEO also is the founder or 

not and lastly whether the acquirer is strategic or financial. Thus, our initial multiple regression 

model takes the following form:  

𝑅𝑒𝑙𝑎𝑡𝑖𝑣𝑒 𝑡𝑟𝑎𝑛𝑠𝑎𝑐𝑡𝑖𝑜𝑛 𝑣𝑎𝑙𝑢𝑒

=  �̂�0 + �̂�1 ∗ 𝐹𝑎𝑚𝑖𝑙𝑦𝐹𝑜𝑢𝑛𝑑𝑒𝑟 + �̂�2 ∗ 𝐹𝑎𝑚𝑖𝑙𝑦𝐶𝐸𝑂 + �̂�3 ∗ 𝐹𝑎𝑚𝑖𝑙𝑦𝐶ℎ𝑎𝑖𝑟𝑚𝑎𝑛 + �̂�4

∗ #𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡 𝑏𝑜𝑎𝑟𝑑 𝑚𝑒𝑚𝑏𝑒𝑟𝑠  + �̂�5 ∗ 𝑆𝑡𝑟𝑎𝑡𝑒𝑔𝑖𝑐 𝑜𝑟 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 + �̂�6

∗ #𝐹𝑎𝑚𝑖𝑙𝑦 𝑏𝑜𝑎𝑟𝑑 𝑚𝑒𝑚𝑏𝑒𝑟𝑠 + �̂�7 ∗ 𝐹𝑜𝑢𝑛𝑑𝑖𝑛𝑔𝑦𝑒𝑎𝑟 +   �̂�8 ∗ 𝐶𝐸𝑂𝐹𝑜𝑢𝑛𝑑𝑒𝑟 +  𝜇𝑖    (6) 
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When applying multiple regression instead of the regression with one control variable, a fourth 

assumption is required. This assumption is that there is no perfect multicollinearity, which entails 

that one of the regressors is a perfect linear function of another of the regressors (Stock & Watson, 

2015). Stata automatically ensure that when perfect multicollinearity is present one of the variables 

which causes this is dropped. Moreover, we also apply a correlation matrix to check for imperfect 

multicollinearity. As noted by Stock & Watson (2015), imperfect multicollinearity happens when 

one or more independent variables are highly correlated with other independent variables. If this is 

the case, it could imply that one or several of the independent regressors could be estimated 

imprecisely. Thus, we drop variables if they have a correlation that exceeds 0.5 with other 

independent variables, which could be categorised as a high correlation. Moreover, we utilise an 

approach called best-subset regression. This method entails that we look at different variables and 

then drop variables based on their significance and relation to the dependent variable. We then 

choose the optimal regression based on the R square measure (Lind, Marchal & Wathan, 2012).  

We have to the best of our knowledge tried to establish as many factors as possible which could 

potentially affect our dependent variable. This is done through our investigation of the differences 

between family firms and non-family firms. Hence, all variables in our sample and regression, 

except for founding year and strategic or financial buyer, are rooted in the fact that they probably 

differentiate family firms and non-family firms. Due to our positivistic scientific approach, we only 

include variables in which we can measure an effect. Notably, a concept such as SEW is challenging 

to measure because it is based on the emotions of the giving family firms. Thus, we may have left 

out variables that could potentially have an impact on our regression, and hence we cannot neglect 

the possibility of endogeneity. Endogeneity entails that one or several of our explanatory variables 

are correlated with the error term and a determinant of the dependent variable, which in turn 

affect the estimate of our independent variables. Notably, our explanatory variables could 

incorrectly reflect the influence of the omitted variables. Thus, we are not be able to rule out the 

possibility of omitted variable bias (Stock & Watson, 2015), which entails that we only are able to 

talk about association rather than causality. This is discussed after we have run our regressions to 

assess the robustness and viability of our results. 

In order to get the best regression, we use robust standard errors. This is done because we want to 

obtain constant variance in order to avoid heteroskedasticity (Stock & Watson, 2015). Further, we 

check whether our explanatory variables collectively have a statistically significant effect on our 

dependent variable through the F score of our multiple regression. If this is small, notably smaller 

than 5 percent, we have a model where the variables collectively are statistically significant and 
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thus, different from zero (Agresti & Frankin, 2013). Namely, if the F test is significant, at least one of 

the variables in the regression is statistically different from zero. After this, we investigate each of 

the different elements and check which ones are statistically significant in order to highlight which 

of the variables that potentially affect our dependent variable. Lastly, when we comment on our 

regression statistics, we consistently report statistical significance as: *** = significant at the 1% 

level, ** = significant at the 5% level, * = significant at the 10% level. 

7 - General sample statistics 

The following section presents the general statistics of the constructed data sample. It primarily 

investigates the parameters applied for assessing the comparability of the comparable transactions. 

However, it only investigates the following four of the five parameters; industry, geography, time of 

acquisition and size. As the last applied parameter, business model & product specification was 

based on an individual assessment of the initial 4681 comparable transactions and therefore is not 

a quantifiable measure applicable for further analysis.  

7.1 – Sample statistics 

Initially, we set out to match each family firm transaction with a minimum of three comparable 

transactions.  In some cases, we found more relevant comparable transactions and therefore 

included these in order to assess the relative valuation better. 

Table 5 - Number of family firm and comparable transaction 

 

The number of comparable transactions for the EV/EBITDA measure, ranges from three to seven 

comparable transaction for each family firm transaction. This resulted in a median between family 

firm transactions and non-family comparable transaction of 4 concerning EV/EBITDA. This entails 

that for each family firm’s EV/EBITDA measure, we generally found 4 non-family comparable 

EV/EBITDA measures, as shown in table 5. As explained in the method section the median for the 

EV/EBIT measure is smaller, namely it is 2.  

The comparable transactions were matched based on similar measures as Granata & Chirico (2010) 

and Koeplin et al. (2000). The first parameter which was applied was the parameter related to the 

industry/sector of the family firm transactions, as described in the “Methodology” section. This 
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parameter was applied using similar industry characteristics of the family firms in the search 

criteria for comparables in Mergermarket.  

The distribution of the family firm transactions relative to the comparable transactions on the 

industry is depicted in table 6. The table illustrates the comparability concerning both the 

EV/EBITDA and EV/EBIT. It exhibits that the family firm transactions are distributed between 21 

different industries. Specifically, it highlights that the distribution between family firm transactions 

is similar to both the EBITDA and EBIT comparables. With only two significant differences that the 

industries “Real estate” and “Computer: Hardware” which is not included in the EBIT comparables. 

Table 6 - Distribution of industry characteristics of the transactions included in the sample 

 

Table 6 generally indicate that the data sample exhibits similar industry parameters between the 

family firm transactions and the comparable transactions. Even though the total number of EBIT 

comparables is significantly lower than that of the EBITDA comparables, the percentage 

distribution still holds the same proportions.  

The second parameter that was applied was geography. Table 7 below illustrates the geographical 

distribution of the family firm transactions. It shows that all the 56 family firm transactions 

included in the sample for the analysis is from within Scandinavia. However, it also indicates that 

the majority of the family firm transactions comes from within Denmark. More specifically, it 

indicates that 76.8% of the family firm transactions involved Danish companies. This was a result of 
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the availability of information concerning the board of directors through the annual reports. The 

information was more accessible through the Danish database data.virk as opposed to the Swedish 

and Norwegian databases. 

Table 7 - Country distribution of family firm transactions 

 

Table 8 display the geographical distribution of the comparable transaction. As opposed to the 

distribution of transactions on industry, the geographical distribution is more dispersed. Danish, 

Swedish and Norwegian comparables constitute only 24% of the EBITDA comparables and 27% of 

the EBIT comparables. As written in the “Methodology” section, we had to look outside Scandinavia 

for comparables. We aspired to stay within Europe and more specifically tried to focus on Western 

Europe, in order to avoid differences in the development of the economies of the countries included 

in the sample. 

Table 8 - Country distribution of comparable transactions 

 

As presented in the table 8, more than 92% of the EBITDA comparables in the data sample are 

within Western Europe. Further, this number is 97% for the EBIT comparables. The USA, Australia 

and Canada represent the remaining 8% of the EBITDA and 3% of the EBIT comparables. These 

countries are assessed as similar to Western European countries, due to the development of their 
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economies. Rooted in this, we find that the sample complies with our initial ambition for the 

sample, which is that the sample primarily consists of comparable transactions from within Europe, 

preferably Western Europe. As stated earlier, size and time could potentially affect our results 

based on the notions of economies of scale and mood of markets as presented by Fama & French 

(1995) and Damodaran (2012). As a consequence of this, we investigate size and time more 

thoroughly in the following paragraph. The in-depth analysis will only be performed for the EBITDA 

comparables because it constitutes all the comparable transactions for both multiples. 

As presented in the table 9 below, the transaction year of the family firm transactions and 

comparables exhibits similar patterns, both for the EBITDA comparables and EBIT comparables.   

Table 9 - Percentage distribution of transaction year for family firms and comparable companies 

 

It generally exhibits that the family firm transaction is within the period 2020-2010, which is the 

period we have limited ourselves to investigate. However, for the comparables, the time frame is a 

bit different as we found comparables within the period 2019-2005. The table further shows that 

82% of the family firm transactions is within five years from 2019-2015. Similar to this, 76% of the 

comparable transactions are within the same period. Based on the notion presented by Damodaran 

(2012) concerning market moods, we found it necessary to analyse the data sample further, to 

ensure that the overlap between the family firm transactions was sufficient. Specifically, we did this 

in order to avoid that the relative valuation of the family firms was affected by differences due to 

different market moods. This could potentially bias our results. Namely, if the family firm 

transaction took place in a period showing undervaluation relative to its comparables acquired in a 

period showing overvaluation. Thus, our results would become biased due to the comparables 

trading at a higher valuation relative to the family firm transaction, which could result in a larger 

discount. The effect of the time parameter can be explained with premise in the exclusion of Top-

Toy A/S as a family firm transaction. Top-Toy A/S was a big retailer within children's toys, and it 

was formerly family-owned and was acquired by the Swedish PE fund EQT in 2016. The exclusion 

of this transaction was done because we could not find any comparables within a relatively narrow 

time frame. Notably, this is important because of the market mood and sector trends (Damodaran, 

2012; Pearl & Rosenbaum, 2009). The comparables we found were within the period 2020-2018, a 

period where the general trust in the retail business model as opposed to earlier (Forbes, 2019). 
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Hence, we decided to exclude Top-Toy as a family transaction as we suspected it would bias our 

results. If comparables between 2018-2020 were used our result would have been biased by the 

fact that Top-Toy was more likely to trade at a premium relative to its more recent comparables. In 

order to test our sample for potential outliers such as the Top-Toy transaction, we performed a 

more in-depth analysis of EBITDA comparable transactions concerning the transaction date of the 

comparables. 

Compared to table 9, this more in-depth analysis presented in table 10 ensures that the time of 

acquisition relates the specific comparable transactions for the given family firm transaction. 

Table 10 - Distribution of transaction year for family firm and comparable companies 

 

Table 10 ensures a more precise measure of the comparable transactions, as it specifies whether 

the comparable transactions are within a one-year, three-year, six-year or above the six-years’ time 

frame from the given family firm transaction. The table indicates that 37% of the EBITDA 

comparables are within a one-year time frame, 73% are within three years, and 94% of the EBITDA 
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comparables are within a six-year time frame. The six-year time frame was the targeted time frame, 

for the comparables, as mentioned in the “Methodology” section. The table further indicates that 

the targeted time frame was violated for 6% of the comparable transactions. The 6% of the 

comparable transactions translate into 13 comparable transactions, which is referred to as outliers. 

The handling of these potential outliers is explained in more depth after the presentation of the 

following analysis of the size parameter. However, we generally find the data sample to comply 

with the time of the acquisition parameter.  

The following investigates the size of the comparable transactions relative to the family firm 

transactions. The analysis of the size is presented in table 11. The table illustrates the size 

comparability between the family firm transactions and its EBITDA comparables. The method 

compares the enterprise value of the family firm transactions against the average enterprise value 

of the EBITDA comparables. This analysis is performed to ensure that the sample complies with the 

size parameter. The analysis is rooted in the notion presented by Fama & French (1995) which 

concerns economies of scale. We investigate this because our comparables include relatively large 

companies, which could bias our results. This entails that the outcome of the relative valuation 

calculation, would be more likely to show discount as opposed to a premium. This could potentially 

result in a bias indicating that family firms trade at a larger discount due to the size of their 

comparable transactions, because of their economies of scale. 

 

 

 

 

 

 

 

 

 

 



   
 

  65 
 

Table 11- Overview of size comparison of family firm transactions relative to non-family firm 

transactions 

 

The application of comparables is to a large extent based on an assessment of the comparability 

between the firms. Hence, there is no direct formula for estimating when the size of a comparable 

transaction loses its applicability. However, we found it relevant to investigate what the impact of 

the size parameter potentially could be for our sample. All 219 transaction in the sample was 

deemed relevant even though some comparables transactions was significantly larger than the 

family firm transaction. As table 11 indicates there are some of the comparable transactions that 

exhibits significant differences between the enterprise value of the family firm transaction and its 

comparables. In order to account for these significant differences, we analysed the relative 

measures and set up narrower restriction for the size of the comparable companies. The average 

enterprise value of the comparable companies was not allowed to exceed the enterprise value of 

the family firm transaction with more than a factor of five. This resulted in the potential exclusion 

of the 23 comparable transactions. The exclusion of these 23 comparables further meant that the 

average size of the family firm transactions relative to the EBITDA comparables went from 4.3 to 
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2.2. It implies that the overall sample after the removal of the 23 comparable transactions, in 

general, are 120% larger than the family firm transactions. Generally, we evaluate the overall 

EBITDA comparables to be good comparables, and that the application of the size parameter to a 

large extent has been satisfactory. However, we also find it necessary to investigate the impact of a 

narrower range with regards to the size of the comparables.  

The process of determining comparables are to a large extent based on an assessment performed 

individually, and therefore will be biased (Damodaran, 2012). The last section investigated the 

comparability of the comparable transactions relative to its given family firm transactions. The 

analysis assessed the comparability based on four of the five parameters applied in the data 

collection process. The fifth parameter was not quantifiable as it was based on our assessment of 

the similarities in product offerings and business models. The other four parameters were found to 

comply with the initial ambition for these parameters. However, it was evident that when 

narrowing the range for the size and time parameters, potential outliers exist. Hence, we found it 

relevant to investigate the impact of a narrower range for these two parameters. The regressions 

performed in this paper, therefore, consist of three tests, one for the EV/EBITDA multiple, one for 

the EV/EBIT multiple, and finally one where we narrow the range for the time and size parameter 

based on the EV/EBITDA multiple. 
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7.2 - Control variables - dummy and discrete variables 

The following presents the distributions of the dummy variables and the discrete variables used to 

test the various family characteristics which might impact the relative valuation of family firms put 

forward in the hypothesis development section. The EV/EBITDA reflects both the EV/EBITDA 

regression sample as well as the one corrected for potential outliers due to size and time. 

Table 12 - Distribution of family and founder-owned transactions 

 

Table 12 shows the distribution of the family firm transactions that have been identified as either a 

true family firm or a founder-owned firm. The distribution between the two categorizations is more 

or less the same across the two multiple measures. Further, it shows that the EV/EBITDA and 

EV/EBIT samples consist of a distribution close to 60/40. 

The following dummy variables presented in the table below consists of the variables family CEO, 

CEO founder and family chairman. Again, the distribution between the two multiple measures is 

more or less the same. Further, table 13 exhibits that family firms have a family member as CEO 

more often than not. Moreover, the CEO founder indicates whether the founder of the company also 

is positioned as CEO of the company, which is less likely compared to the family CEO. Finally, the 

family chairman distribution is more or less 50/50 between the two measures. 

Table 13 - Distribution family firms with Family CEO, CEO Founder and Family Chairman 

  

The last of the dummy variables is the categorization of the acquirer, notably whether it is a 

strategic or financial acquirer. Table 14 shows that the distribution between the two measures 

differs very little.   

Table 14 - Distribution acquirers of the family firms in our sample 
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Figure 3 exhibits a representation of the members of the boards for the family firm transactions. 

Namely, it presents how many board members which are from within the family and the number of 

independent board members. Figure 3 indicate that one or two family members of the family firms 

typically are present on the board. More specifically, on average, 87% of the family firms have one 

or two family members of the boards.  

Figure 3 – Distribution of independent and family board members 

 

The final variable applied in the sample is the founding year of the family firm transactions. As 

indicated by the table below the sample of family firms are founded between the period from 1918 

to 2012. Further, the median indicates that the sample consists of a mix of both old family firms and 

young family firms.  

Table 15 - Distribution of founding year based on multiple 
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8 – Analysis of results 

8.1 - Relative transaction value 

This section presents the results from our relative transaction calculations. Thus, through this 

section we investigate whether privately-held family firms in Scandinavia compared to privately-

held non-family firms are acquired at a discount or a premium. 

Table 16 - Relative transaction value results 

 

Note 2: A positive measure of the mean and median in the “Discount” column indicates a discount, while a 

negative measure indicates a premium. 

Table 16 illustrates that all the multiples we investigated in our paper are lower for family firms 

than non-family firms. Notably, family firms on average have a multiple of 9.2x on our most 

important measure of EV/EBITDA, which is lower than non-family firms which exhibits an 

EV/EBITDA multiple of 10.8x. The table also highlights that we find a discount on all of our 

measures. 

Table 17 - The t tests for the relative transaction values (Average of average) 

 

Note 3: The t tests investigating the relative transaction value of privately-held family firms in Scandinavia 

compared with privately-held non-family firms. A positive value of the mean indicates a discount, and a negative 

value indicates a premium. 

Looking at table 17, we see that our EV/EBITDA multiple, which is our main point of interest is 

highly significant. Notably, we see that when we compare the 56 family transactions with our 
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comparable non-family firms, they on average trade at a discount of 11.94 percent. This indicates 

that an acquirer on average would pay less for a family firm with the same EBITDA as a non-family 

firm. Moreover, our results display that the confidence interval ranges from 8.24 percent to 15.64 

percent, which entails that we can be 95 percent certain that this interval contains the mean of the 

population. Further examination of table 17 illustrates that even though the EV/EBIT results, which 

we have obtained through our underlying data collection, was more volatile compared to the 

EV/EBITDA estimates the discount is still significant. Notably, we find that family firms on average 

trade at an even higher discount of 23.41 percent relative to their non-family comparables. With 

respect to the confidence intervals, we see that this ranges from 17.42 percent to 29.41 percent. 

Lastly, we see that even though we remove the outliers with respect to time and size, we still get a 

significant discount for family firms at 11.22 percent, and the confidence interval ranges from 7.24 

percent to 15.21 percent.  

As stated in the empirical approach, we test if these results, which is an ‘average of an average’, 

differ significantly from the results calculated based on the comparables. This is done due to the 

risk of the Simpson Paradox. If there is no significant deviation, we conclude that it will be suitable 

to use the discount of the family firms as the dependent variable in our regression analysis. Thus, 

the following t test is rooted in the comparables sample we used to calculate the discount for 

EV/EBITDA sample consisting of 219 comparable companies. The next t test consists of 132 

comparables because we have removed the comparables that do not report their EBIT figures. The 

last t test is based on a sample of 190 comparables, because we have taken out outliers concerning 

time and size.  

Table 18 - The t tests for the relative transaction values of the comparables 
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Looking at the two t tests for EV/EBITDA, we see that the average discount of family firms 

compared to the comparable companies is 11.88 percent compared to 11.94 percent. Furthermore, 

we see that the confidence interval goes from 8.31 to 15.45 percent. Looking at the t test for our 

EV/EBIT multiple, we observe that the mean is 22.85 percent compared to the 23.41. Moreover, the 

confidence interval now ranges from 16.39 to 29.29 percent. Lastly, the mean which accounts for 

the outliers concerning size and time is 11.97 compared to the average of family firms which was 

11.22. The confidence interval for this variable ranges from 8.19 to 15.72 percent. These figures are 

very close to the results we obtained in our first calculations of the discount. Moreover, our results 

still exhibit significance. Hence, we conclude that we have some reasonable ranges for the values of 

our discount and confirms that a family discount is very plausible when examining the relative 

transaction value of privately-held family firms relative to privately-held non-family firms.  

Through this section, we have established that acquirers in generally pay a discount when acquiring 

family firms relative to non-family firms, which confirms our first hypothesis. Notably, we have 

found that when examining all the measures which we apply in our assignment, we obtain a highly 

significant discount paid for family firms relative to non-family firms. Looking at the EV/EBITDA 

multiple, we see that on average acquirers pay a discount of 11.94 percent, and when looking at the 

EV/EBIT multiple, this discount increases on average to 23.41 percent. Moreover, we have 

established that when we adjust for time and size, the EV/EBITDA-Size & Time discount decreases 

to 11.22 percent, which aligns with our initial suspicion. This suspicion was rooted in the fact that 

an acquirer potentially pays more for a larger company because it contains more economies of 

scale, and our results confirm this because the discount decreases when we remove these 

comparable companies. Hence, we can confirm the first of our hypotheses. Namely, our results 

exhibit that privately-held family firms in Scandinavia, on average, are acquired at a discount 

relative to privately-held non-family firms. 

8.2 - Regression results 

This section presents the empirical evidence of our regression results. As the last section 

established, our results indicate that family firms on average are acquired at a discount relative to 

their non-family comparables. Consequently, this section provides empirical evidence about which 

family firm characteristics that affect this relative discount. Hence, we seek to understand the 

characteristics associated with these results. First, we go through the correlation matrix to check 

for imperfect multicollinearity, and then we run our regressions. Lastly, we investigate these 

regressions and choose the best model.  
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8.2.1 - EV/EBITDA 

Table 19 - Correlation matrix for EV/EBITDA multiple 

 

Note 4: The variable “Family Founder” indicates whether the firm is a family firm or a founder-owned firm. The 

variable “#Family board” indicates the number of family board members. The variable “#Indep board” indicates 

the number of independent board members. The variable “Strategic/Financial” indicates whether the acquirer is 

strategic or financial. 

 

Looking at the correlation matrix of the EV/EBITDA multiple, we see that several variables are 

correlated. This could, in turn, result in imperfect multicollinearity in our regression results (Stock 

& Watson, 2015). Specifically, we see how CEO founder exhibits the highest correlation with other 

explanatory variables. The variable is significantly correlated with other family characteristics, for 

instance, it exhibits a correlation with Family Founder and Family CEO at 0.510 and 0.531, 

respectively. The fact that these variables are positively correlated suggests that when one variable 

goes up, the other follows. In the “Empirical approach” we stated that we exclude variables with a 

correlation above 0.5, hence we exclude this variable. Moreover, we see that Founding Year has a 

correlation just below 0.5 with Family founder. Since Founding Year also exhibits relatively high 

correlation with other variables such as Family CEO, CEO founder and the number of independent 

board members, this variable potentially affects our regression. Lastly, we see that Family Board 

members show a correlation of -0.40, which suggest that we might benefit from dropping this 

variable. Hence, based on our analysis, we run four different regression concerning our EV/EBITDA 

multiple. Notably, we exclude one of the described variables until our last regression consists of the 

control variables: Family founder, Family CEO, Family Chairman, number of independent board 

members and Strategic or Financial. Before we exclude each variable, we check whether the 

coefficient of the variable is significant and, if it is significant, we refrain from dropping it. Finally, 

we investigate which model that exhibits joint significance through the F-test and which model that 

has the highest R squared and choose the best model based on this. 
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Table 20 - Multiple regression for EV/EBITDA multiple 

 

Our first regression includes all the key and control variables, and it displays that the coefficients 

for the variables; Family Founder, Family Chairman, number of independent board members and 

whether the acquirer is strategic or financial are all statistically significant (i.e. they are different 

from zero at an acceptable level). Notably, Family founder and the number of independent board 

members are significant at a 5 percent level. The coefficient on the variable of whether the company 

is a family firm, or a founder firm exhibits that when the company is a family firm, then the discount 

on average increases with 8.5 percent, ceteris paribus. Looking at the variable of the number of 

independent board members, we see that if this number increases by one the discount on average 

decreases with 3 percent, all else equal. Family chairman which is significant at a 10 percent level 

exhibits that when the chairman of the board is a family member, then the discount is associated 

with an average decrease of 8.3 percent if holding all other variables constant. The last significant 

variable is whether the buyer is financial or strategic, which also exhibits significance at a 10 
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percent level. The coefficient on this variable exhibit that when the buyer is strategic, then the 

discount increases on average with 7.5 percent, ceteris paribus. The model also rejects the null 

hypothesis of no joint significance at a five percent level through its F-test.  

This first model might, however, suffer from an imperfect multicollinearity problem given that the 

variable CEO founder is highly correlated with other variables. Therefore, we exclude the variable 

in the subsequent models. Looking at model two, we see that the coefficients of the variables Family 

Founder, Family Chairman, independent board members and strategic or financial are all 

statistically significant. More specifically, they exhibit the same level of significance as the former 

model. However, we are now able to reject the null hypothesis of no joint significance at 1 percent 

level. Our R squared results exhibit similar results to the former model, specifically still 26 percent 

of the variance in our dependent variable can be explained by our explanatory variables. In our 

third regression, we have removed the variable founding year, because this also exhibited signs of 

multicollinearity and its coefficients exhibited no signs of significance, and this changes our 

regression results slightly. Specifically, the impact of the variable measuring the number of 

independent board member becomes significant at 1 percent level. 

Moreover, the coefficient of the variable indicating the type of buyer (i.e. strategic or financial) now 

becomes insignificant. Furthermore, the variable Family Founder is only significant at a 10 percent 

level. Lastly, we observe that the Family Chairman is still significant at a 10 percent level. 

Concerning our R squared, we see that it falls slightly to 25%, and our model is now jointly 

significant at a 5 percent level again. It is also notable that none of the coefficients changes by much, 

hence the second model seems like the better model in general. The best model, when examining 

the R squared, is the second model since this is higher than the third and fourth model. Rooted in 

the fact that the first model might contain imperfect multicollinearity and that the second model 

has a similar level of R squared, we proceed with the second model.  

Interpreting the results of our second model gives us an indication of the relationship between the 

size of the family firm discount and our explanatory variables. Namely, our results suggest that if 

the company is a family firm the discount is on average higher by 7.8 percent, ceteris paribus. 

Moreover, we see that when the chairman of the board is a family member, the discount is on 

average lower by 7.9 percent, ceteris paribus. Our third significant coefficient is the number of 

independent board members. Our results suggest that when the number of independent board 

members increases by one, we will on average see a decrease in the discount of 2.9 percent, holding 

other variables constant. Lastly, our model suggests that when the buyer is a strategic buyer, the 



   
 

  75 
 

family firm is acquired at a discount that is on average, 7.4 percent higher compared with the case 

where the buyer is financial, ceteris paribus.  

Looking into the coefficients of the variables which shows no signs of significance can still give us 

some indications of how specific factors is related to the size of the discount for family firms. For 

example, we observe a negative coefficient for the CEO variable; although this coefficient is not 

statistically significant (i.e., the observed value might be due to the chosen sample and cannot be 

confidently generalised to other samples), it suggests that having a family CEO decreases the 

discount. The variable of the number of family board members has a coefficient of -2.8 percent and 

is not statistically significant. Nevertheless, it indicates that when the number of family members 

increases, the discount on average decreases. Our last variable, which represents the Founding year 

of the family company, does not show any significance either. Furthermore, we see that the 

confidence interval ranges from -1 percent to 3 percent and through this, we are not able to infer 

any associations concerning the coefficient of this variable (Appendix 3).  

8.2.2 - EV/EBIT 

The following presents the results from our second multiple, which is EV/EBIT. As stated earlier, 

these results have exhibited a larger variation than the EV/EBITDA multiple. The section first goes 

through the correlation matrix in order to detect potential imperfect multicollinearity and then 

investigates the regression results.  

Table 21 - Correlation matrix for EV/EBIT multiple 

 

It is important to note that when looking at the correlation matrix for EV/EBIT, we have taken out 

six family transactions due to the reasons described earlier. Hence, this sample only consists of 50 

family transactions compared to the 56 in the EV/EBITDA sample. The correlation matrix does, 

however, exhibit similar patterns as the results obtained in the EV/EBITDA sample. Thus, we also 

see that the CEO founder has a correlation of above 0,5 with the other control variables. 

Consequently, we could favourably exclude the variable from our regression in order to avoid 
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imperfect multicollinearity. Furthermore, the variables Founding year does show some correlation 

with other variables and could decrease the predictive power of our results. Hence, we have run the 

following regressions: 

Table 22 - Multiple regression for EV/EBIT multiple 

 

Looking at the regressions of EV/EBIT, there are a few important differences from the EV/EBITDA 

regressions. Namely, table 22 reveals that the coefficient of the variable Family Founder no longer 

is significant in either of our models. In the first model where we have included the correlated 

variable of CEO founder, we see that the number of independent board members again is significant 

at 5 percent level. The coefficient of the variable, which is based on the number of independent 

board members, indicates that when this number goes up by one, then the discount decreases on 

average with 3.7 percent, when holding all other variables constant. Moreover, whether the buyer is 

strategic or financial is also significant at a 10 percent level like it was when we investigated the 
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EV/EBITDA. Like the EV/EBITDA regression, the coefficient of the variable regarding the strategic 

buyer also shows a negative impact on the average discount. Namely, when the buyer is strategic, 

then the discount increases on average with 14.9 percent, compared to when the buyer is financial 

while holding all other variables constant. Lastly, we see that the number of family board members 

also is significant at a 10 percent level. The coefficient of the variable suggests that when the 

number of family board members goes up by one, then the discount on average decreases with 6.3 

percent, ceteris paribus. Investigating the F-test of the model, we see that it does reject the null 

hypothesis of no joint significance at a 1 percent level. 

Similarly, we see that our R squared estimate tells us that our explanatory variables can explain 25 

percent of the variance in our dependent variable. In our second regression, where we removed the 

variable CEO founder which showed signs of imperfect multicollinearity, we see similar results. 

However, the coefficient of the variable which illustrates the number of family board members is 

now insignificant, while the number of independent board members is significant at a 5 percent 

level. Lastly, we see that the coefficient of the variable that indicates whether the buyer is strategic 

or financial is significant at a 10 percent level. This model is close to being jointly significant at a 1 

percent level, and the R squared falls slightly to 24.8 percent.  

The results change slightly in our third regression, where we have removed the variable Founding 

year. Notably, the coefficient of the variable that indicates the number of independent board 

members is now only significant at a 10 percent level. Moreover, the regression exhibits that the 

coefficient of the variable, which indicates whether the buyer is financial or strategic becomes 

significant at a 5 percent level. The F-test only rejects the null of joint significance at a 10 percent 

level, and the R squared now falls to around 20 percent. In our last model, where we have removed 

the variable number of family board members, we only have one significant variable. Namely, the 

coefficient of the variable, which indicates whether the buyer is strategic or financial, is significant 

at a 5 percent level. Moreover, both the F-test and R squared exhibits similar results as our third 

regression. Based on the same reasoning as we used for the EV/EBITDA multiple, we conclude that 

our second regression where we only exclude CEO founder is our optimal model.   

Interpreting these results, we can infer similar associations as we could in the regression with 

EV/EBITDA. Specifically, we see that when the number of independent board members goes up by 

one the discount paid for family firms relative to non-family firms on average increases by 4 

percent, ceteris paribus. It is about one percent more than we saw in the regression with 

EV/EBITDA. However, when the buyer is strategic the discount on average increases with about 
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with 15 percent while holding other control variables constant, which is more than double the 

number we saw in our EV/EBITDA regression. Hence, these results differ significantly. However, it 

is relevant to note that the coefficient of the variable for a strategic buyer is only significant at a 10 

percent level, and the confidence interval ranges from -1.2 percent to 31 percent (Appendix 4). This 

entails that we cannot confidently rule out the possibility that the relationship between this 

variable and our dependent variable is in fact zero. 

Interestingly this regression shows no signs of significance for the variable that represents whether 

the company is a Family firm or Founder firm. The coefficient of this variable was significant at a 5 

percent level in our regression with EV/EBITDA. Moreover, the confidence interval also contains 

the number zero, so we are not able to certainly estimate a direction of this relationship (Appendix 

4). Additionally, our regression also estimates a coefficient of 7 percent for the coefficient of the 

variable that indicates whether the firm has a family CEO or not. This coefficient could suggest that 

a family CEO would imply that the discount would increase on average, ceteris paribus. As with the 

other insignificant results, we cannot reject that the difference between having a family CEO or an 

external CEO is zero. The same analysis account for the last variables Family Chairman, number of 

family board members and founding year.  

8.2.3 - EV/EBITDA size & time 

This section investigates the sample where we have removed outliers in the comparable companies 

concerning size and time. It is done to ensure that the data is not affected significantly by 

differences in size between family firms and comparable transactions. Moreover, we also strive to 

ensure that the data is not affected significantly by differences in time.   

Table 23 - Correlation matrix for EV/EBITDA Size & Time multiple 

 

It is important to note that this sample includes 56 family transactions, just like our first 

EV/EBITDA data sample. However, the relative transaction value is based on a calculation that 
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consists of 29 fewer comparables. Looking at the correlation matrix, we see similar results as the 

two previous regressions. Namely, the variable CEO founder still exhibits traits of imperfect 

multicollinearity. Moreover, we also see that the variables of Founding year and the number of 

family board members also exhibit some sorts of correlation with other variables. Hence, we will 

run the same four regressions as done previously.   

Table 24 - Multiple regression for EV/EBITDA Size & Time multiple 

 

Just as the other regressions, we choose not to proceed with the first model because the variable 

CEO founder exhibits traits of imperfect multicollinearity. In the second regression, we see that we 

have two variables that are significant at a 5 percent level, which is whether the chairman of the 

board is a family member and the number of independent board members. Moreover, we see that 

whether the buyer is strategic or financial is significant at a 10 percent level. The second regression 
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model also exhibits a relatively high R squared, namely, that the explanatory variables can explain 

31 percent of the variation in the relative transaction value in our regression. 

Moreover, we see that we can reject the null hypothesis of no joint significance at 1 percent level 

based on the F-test. Looking at the third regression, we see that whether the chairman of the board 

is a family member or not is still significant at a 5 percent level, and whether the buyer is strategic 

or financial also exhibits similar significance as the second regression. However, we also see that 

the number of independent board members is now significant at a 1 percent level. Looking at our R 

squared we see it falls slightly to 30 percent and we are still able to reject the null of no joint 

significance at a 1 percent level. In the last regression, we see a change in significance between 

Family chairman and the number of independent board members. 

Moreover, the variable which indicate whether the acquirer is strategic or financial is no longer 

significant. The R squared of this model falls to 26.8 percent, and we are now only able to reject the 

null of no joint significance at a 5 percent level. Like with EV/EBITDA and EV/EBIT regressions we, 

therefore, choose to proceed with the second regression due to the high R squared.  

Through an in-depth analysis of our second regression, we can see several patterns. First, we see 

that the model predicts that if the family firm has a family member as their chairman, the discount 

will on average decrease with 10.2 percent, ceteris paribus. Moreover, we see that if the number of 

independent board members increases with one, the discount will on average decrease by 3.9 

percent all else equal. Additionally, we observe that if the buyer is strategic, the discount will on 

average decrease with 8.1 percent, compared to when the buyer is financial, ceteris paribus. This 

coefficient of this variable is, however, only significant at a 10 percent level. When looking at the 

confidence interval, it is evident that the difference between a strategic and financial buyer could be 

zero (Appendix 5). Our regression also exhibits that the confidence interval of the variable Family 

founder goes from -1.7 percent to 14.1 percent (Appendix 5). Thus, the coefficient of the variable 

might be insignificant, but the results could indicate that if the firm is a true family firm, the 

discount might increase on average. Looking at the coefficient of the variable that indicates whether 

the firm has a Family CEO or not, it is harder to make any interpretations since the confidence 

interval goes from -10.2 percent to 6.9 percent. Hence, it is plausible that the difference between 

whether the CEO is external, or a family member might be zero. Likewise, it is harder to infer 

association about the last two variables of the number of family board members and the founding 

year since the confidence intervals suggest that the relationship could be zero (Appendix 5).  
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8.3 - Comparison of the three regressions 

This section has both shown consistency and difference in the regression results obtained through 

our regression analysis. Notably, the coefficient of variable which concerns the number of 

independent board members has been significant at a 5 percent level in all three parts of our 

analysis, and the average coefficients is -2.9, -3.7 and -3.9 percent, respectively. Moreover, we have 

seen that the coefficient of the variable which indicate whether the buyer is strategic or financial, 

has been significant at a 10 percent level and that the three confidence intervals all included the 

number zero. With respect to the coefficient of the variable which indicates whether the firm has a 

chairman that is a part of the family was only significant at a 10 percent level in the first EV 

/EBITDA regression. The confidence interval does, however, go from 0.6 percent to -16.5 percent. 

This could indicate that there potentially is an average decrease in the discount when the company 

has a family chairman. This is further supported by the regression where we remove outliers for 

time and size where the coefficient of the variable is significant at a 5 percent level, notably the 

coefficient is -10.2 percent. The coefficient of the variable that indicates whether the buyer is 

strategic or financial also exhibits some small significance in all the models. Notably, it is significant 

at a 10 percent level in all models, and the average coefficients are 7.4, 14.9 and 8.1 respectively. 

The confidence intervals for the two EV/EBITDA regression ranges from -0.7 percent to 15.5 

percent with outliers and -0.4 percent to 16.5 percent without outliers. The confidence interval for 

the EV/EBIT multiple ranges from -1.2 percent to 31 percent. Hence, our results indicate that even 

though there is only a small significance, a strategic buyer most likely will entail an increase in the 

discount on average. The last significant coefficient regards the variable which indicate whether the 

firm is a family firm, or it is founder-owned. In the first EV/EBITDA we see that it is significant at a 

5 percent level, and the average coefficient is 7.8 percent, which suggests that the discount 

increases when the company is a family firm. Even though the coefficient of the variable is 

insignificant in the two other models, the confidence interval of the EV/EBITDA without outliers, 

which ranges from -1.7 to 14.1 percent, still suggests that there is a relationship. This is, however, 

not the case for EV/EBIT multiple where the difference between whether the company is family or 

founder is very likely to be zero. All other coefficients in our regressions are insignificant. We, 

therefore, do not find it relevant to explain these further. 
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9 – Analysis & discussion of results 

The first part of this section analyses and discusses the finding which indicate that privately-held 

family firms in Scandinavia are acquired at a discount relative to privately-held non-family firms. It 

aims to theoretically analyse the implications of this finding and discuss why family firms trade at a 

discount. The second part analyses and discusses the findings regarding the specific family 

characteristics and their impact on the valuation of family firms. Notably, it aims to provide support 

to the results through our theoretical research.  

9.1 - Analysis & discussion of discount 

Our results suggest that a discount on average is paid for family firms relative to non-family firms. It 

confirms the first hypothesis of this research paper. The discount suggests that an acquirer is more 

likely to assess a family firm as unprofessional and hence are only willing to acquire the family 

firms at a discount (Ahlers et al. 2014). It can be explained by the fact that family firms are more 

inclined to expropriate and enjoy private benefits relative to non-family firms. This potentially 

implies that acquirers will offer a lower price for the family firm relative to a non-family firm 

(Schickinger et al., 2018). Moreover, this could be a consequence of the fact that acquirers usually 

apply a discount to family firms because they are perceived as riskier investments (Schickinger et 

al., 2018). Additionally, the fact that family firms on average are acquired at a discount could imply 

that an acquirer, in order to obtain the required risk-return ratio, will acquire a family firm at a 

discount in order to justify the investment. Another plausible assumption is that investors 

recognise that a large part of the family firms’ competitive advantage might disappear when 

acquired by a third party. Namely, a large part of the competitive advantage could stem from the 

family’s involvement (Ahlers et al. (2014). This could underline why acquirers might be inclined to 

acquire family firms at a discount.  

The fact that we find a discount for privately-held family firms opposes some of the findings within 

the literature, which state that listed family firms outperform listed non-family firms (Anderson & 

Reeb, 2003; Maury, 2006; Barontini & Caprio, 2006; Villalonga & Amit, 2006). One explanation 

could be that the ability for listed family firms to lower the classical agency problems is not 

prevalent for privately-held companies, and that non-beneficial altruistic behaviour is more 

prevalent for privately-held family firms (Schulze et al. 2001 & 2002). Furthermore, it is potentially 

associated with the non-monotonic relationship between firm value and ownership stake, as 

presented by Anderson & Reeb (2003) and Maury (2006). Namely, this relationship states that the 

benefit of larger stakeholders tampers off at a certain level of ownership. Almost all family firms in 
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our sample have been wholly-owned by the family or a single founder. It is therefore likely that 

altruistic behaviour of the owning family counter the benefits potentially obtained through larger 

stakeholders that mitigate the agency costs due to principal-agent problems. Such acts include 

hiring family members as CEOs, even though they do not possess the required skill set compared to 

an unrelated CEO (Schulze et al. 2002; Bennedsen et al. 2007). A plausible assumption is that this 

could lead to family firms getting acquired at a discount relative to their comparables.  

As presented in the above paragraph, family firm ownership is typically characterised by high levels 

of ownership. This potentially implies that entrenchment is more likely to occur, which can lead to 

increased expropriation of private benefits (Oswald et al., 2009). Furthermore, owning families 

usually have most of their wealth invested in the family firm, which entails that their portfolio is not 

very well diversified. However, as Antia et al. (2010) states, longer-term investment horizons, are 

negatively associated with agency costs and have a positive effect on the company’s performance 

and valuation. Nevertheless, our findings suggest that this might not be the case for privately-held 

family firms. Notably, the low diversification of the family portfolio combined with non-beneficial 

altruistic behaviour and the prioritisation of private benefits of the family decreases the likelihood 

of investments in the prosperity of the business, even though they might have longer investment 

horizons as opposed to non-family firms. Thus, the assumption is that family firms make fewer 

investments in riskier projects which are needed for the family to grow and maintain their 

competitive advantage (Wright et al., 1996). These less risky investments in relevant projects 

potentially result in the family firms trading at a lower valuation as opposed to non-family firms, 

which we have found to be prevalent in our sample. 

Furthermore, the fact that family firms are acquired at a discount relative to non-family firms could 

suggest that these firms possess some traits of SEW that are negatively assessed by an acquirer. 

Namely, SEW might entail that the family uses firm resources to increase the family’s utility. A 

reasonable assumption Is that this could affect key accounting figures such as EBITDA or EBIT. 

Moreover, our literature research also highlighted that family firms face roadblocks that potentially 

can hinder the development of the family firm. Namely, family firms potentially pay higher salaries 

to family members in key positions and could face cultural and legal issues that they are not able to 

bypass (Bennedsen et al., 2015). The misuse of firm resources could entail that acquirers pay less 

for these family firms, as the discounted cash flows will be lower due to inefficient use of the 

resources and therefore resulting in a lower valuation. Hence a plausible assumption is that several 

of those family firms that are not able to bypass these roadblocks and ensure acceptable use of 

company resources, therefore are sold as the benefits of maintaining ownership is countered by the 
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costs of ownership. If this assumption holds then these family firms potentially pull the relative 

transaction value in a negative direction compared to non-family firms, which entails that these 

family firms are sold at a discount.  

Moreover, the fact that family firms are acquired at a discount relative to non-family firms could 

also be a consequence of the SEW that family firms possess. Specifically, our literature review 

suggested that family firms and potential acquirers often have relatively large gaps between their 

valuations. Hence, a plausible assumption is that family firms that perform exceptionally well are 

associated with a significant amount of SEW. It is reasonable to assume that this performance could 

provide the family-firm with a great deal of pride and reputation that the family would want to keep 

at a very high cost (Kalm & Gomez-Mejia, 2016). Notably, Zellweger & Astrachan (2008) states that 

the likelihood of a sale diminishes with an increase in the emotional value. Thus, this could entail 

that the family firm is not sold even though the acquirer values the family firm in line with the 

valuation of a comparable non-family firm. This is supported by the prospect theory, which 

describes that decision makers attach greater value to the loss of an asset relative to a financially 

equivalent gain from an asset. Prospect theory suggests that a family firm would be less willing to 

part with their firm if they associate the ownership with a large amount of SEW. If this is the case, 

then our calculation of the discount could be affected by what Gorbenko & Malenko (2014) 

categorise as selection bias. Due to the presence of selection bias the average discount could stem 

from the fact that primarily underperforming family firms would be willing sell their company due 

to high emotional cost. Specifically, if the emotional cost is higher than the emotional benefits, the 

family would be willing to part with the asset at a lower price than the actual value which will 

increase the discount of family firms relative to non-family firms (Astrachan & Jaskiewicz, 2008). 

Thus, a plausible assumption is that mainly the underperforming family firms are acquired and 

therefore present in our sample. This notion could also imply that the discount represents the 

emotional costs of the family firms within our sample. Notably, since the emotional value of the 

company is equal to the sum of the emotional value and the emotional cost, a plausible assumption 

could be that our discount might to some degree quantify the emotional cost for the family firms in 

our sample. Specifically, a credible assumption could be that a family firm under normal 

circumstances only would sell at a price equal to what a comparable company would be sold.  

Through this section, we have discussed and analysed some of the theoretical findings presented in 

the literature review, which might be prevalent when examining our sample of family firms. 

Namely, we suggested that the family firms in our sample plausibly are assessed as more 

unprofessional than their non-family firm counterparts, and that this entails they on average are 
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acquired at a discount. Moreover, we established that an acquirer might, on average, apply a 

discount for the family firms in our sample because they acknowledge that the family firm’s 

competitive advantage might disappear when they are acquired. Furthermore, the prioritisation of 

family benefits, as opposed to investments in riskier and more beneficial projects for the family 

firm’s prosperity, could be another reason why family firms are likely to get acquired at a discount 

in comparison to their non-family counterparts. Through this section, the paper has also 

established that the concept of SEW might entail, that some companies which have a high degree of 

SEW might not be included in our sample. Hence, most family firms in our sample could have higher 

emotional cost than emotional value. These firms are possibly willing to part with their company at 

a lower value than otherwise comparable non-family companies, which could be a form of selection 

bias. This, in turn, mean that these firms pull the average transaction value in a negative direction 

and hence make the discount larger.  

9.2 - Analysis & discussion of regression  

The following section presents the findings of our regressions and discuss the possible associations 

we can infer from these. Notably, this section analyses and discusses the findings from our 

regressions based on the literature found to be prevalent through the literature review. We analyse 

and discuss each variable in a structured manner.  

Our results from the EV/EBITDA regression suggests that founder firms outperform family firms. 

Miller et al. (2007) states, the performance of family firms relative to non-family firms depends on 

how a family firm is defined. As stated in the “Methodology” section, we have categorised true 

family firms as firms that have multiple involved family members and/or has been owned for more 

than one generation. Therefore, the fact that family firms on average are acquired at a discount 

relative to non-family firms can be a consequence of the involvement of multiple family members, 

which leads to more complicated decision making, and further affects the performance of the firm 

(Miller et al. 2007). Oswald et al. (2009) elaborates on this by stating that increased entrenchment 

in family firms with significant family control makes the firms more prone to self-serving decisions. 

Secondly, since most of the true family firms in our sample have been through a transition of 

ownership, the performance of these family firms might be affected negatively (Martinez & Requejo, 

2016). Namely, Martinez & Requejo (2017) suggest that firms which are still owned by the founder 

tend to expropriate less than firms which are owned by future family generations. This is supported 

by Ahlers et al. (2014), which suggests that some members of the family might prefer dividend pay-

outs instead of investments in projects. Hence, it is likely that the discount paid for a true family 
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firms in our sample is a consequence of increased complexities in the decision making and the 

entrenchment which make true family firms more likely to expropriate firm resources. 

Consequently, this could be an explanation for the lower relative transaction value, which our 

EV/EBITDA results in part suggest. Contrary to this, our EV/EBIT multiple finds no significant 

results through the coefficient of the variable which indicate whether the firm is run by a family or 

is still founder-owned. Thus, we are only able to infer ambiguous associations. These results also 

entail that we can partly accept our second hypothesis, which states that founder firms will trade at 

a lower discount than family firms. Hence, we can infer this at the EV/EBITDA level, but we fail to 

do so on the EV/EBIT level and EV/EBITDA Size & Time.  

We also hypothesised that when the CEO of the company was a family member, the discount would 

on average be higher than when an external CEO was leading the company. However, our results do 

not exhibit that the average discount paid for family firms relative to non-family firms is affected by 

this variable. Hence, we have not been able to confirm this hypothesis. Bennedsen et al. (2007) 

proposed the importance of unrelated CEOs, which could suggest that family firms with a family 

CEO were acquired at a discount. This notion is supported by Pérez-González (2006), who suggests 

that unrelated CEOs are better for the performance of family firms. Hence, it is plausible that a 

family firm with an unrelated CEO will trade at a lower discount relative to a firm with a family CEO. 

Moreover, the fact that family firms often enjoy patient capital and do not focus entirely on short 

term profits, could entail that an unsuitable family CEO could oversee the family firm for too long, 

which in turn increase the discount of the family firm. However, our results do not infer such 

associations since the coefficients of the variables are insignificant and the confidence intervals 

suggests no real indication of relationship (Appendix 3, 4 & 5). On the other hand, our research has 

highlighted that the in-depth knowledge of the firm the family CEO might possess could prompt 

superior performance of family firms. Moreover, these CEOs that invoke active ownership could see 

themselves as stewards who would further strengthen this performance (Anderson and Reeb, 

2003; Barontini & Caprio, 2006; Maury, 2006; Villalonga & Amit, 2006). Nevertheless, our results 

do not have the strength to infer any difference between an external CEO or a family CEO.  

Our results suggest that when the number of independent board members increases the discount 

on average decreases. A plausible assumption is that outside investors assess family firms with 

more independent board members as more legitimate and professional, and hence is willing to pay 

a higher price for these firms (Plenborg & Nørbjerg, 2009). The discount could also possibly be 

affected by the increase in the number of independent board members because it might be easier 

for the family firm to increase the corporate viability, and obtain outside financing (Anderson & 
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Reeb, 2004). Moreover, if more family members are present, the possibility for entrenchment, 

which might lead to decisions which favour the family and not the firm potentially is higher. 

Additionally, Gomez-Mejia et al. (2001) suggest that decisions made by the family might be biased 

based on entrenchment. Notably, families with a high degree of family involvement could imply that 

the decisions being made are less likely to be questioned. Schulze et al. (2001) states that without a 

safety measure that questions the family, they are more inclined to make self-serving decisions and 

expropriate the resources of the family firm, instead of prioritising the development of the family 

firm. The fact that we can infer an association between a higher amount of independent board 

members and a lower discount for family firms supports this notion. A plausible assumption is 

therefore that the presence of independent directors can mitigate the risks arising from 

entrenchment and ensure that an acquirer is more likely to perceive the family firm as professional 

(Plenborg & Nørbjerg, 2009). The acquirer is, therefore, more likely to pay a higher price for the 

family firm and hence lower the relative discount compared to non-family firms. Based on our 

regression results, we can confirm our hypothesis that increasing the number of independent board 

members lowers the discount.  

Our hypothesis concerning the family board members stated that when the number of family board 

members increases the discount would increase. Through our results, we are, however not able to 

make any confident associations, since the coefficients on each of the variables analysed do not 

indicate any significance. The hypothesis was rooted in the assumption that more independent 

board members had a positive impact on the discount. Moreover, a plausible assumption is that a 

family firm with several family board members would be assessed as more unprofessional 

compared to a family firm with fewer family board members. 

Additionally, Miller et al. (2007) suggest that family firms with less involvement from family 

members have easier decision making. Moreover, it is plausible that the more family members 

present on the board would increase the complexity of the internal decision making. This could 

make the company less efficient and hence increase the discount of family firms relative to non-

family firms. Looking at the confidence intervals of the coefficient in both EV/EBITDA and EV/EBIT, 

does however not indicate any real relationship. Thus, through our results, we are not able to 

accept that the number of family members has an impact on the relative transaction value since we 

find no significant results. Thus, we reject this hypothesis.  

Our sixth hypothesis was that if the chairman of the board were a family member, then the discount 

would increase. This was rooted in the fact that more family power on the board could potentially 
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entail that the family could be more inclined to expropriate resources. Moreover, the fact that a 

family member was a chairman of the board could seem unprofessional and decrease the credibility 

of the family firm. Our results do, however, not show any signs of such a relationship. In fact, we are 

able to infer opposite associations. Notably, our results at the EV/EBITDA multiple shows that 

when a family chairman is present, the discount is likely to decrease. The coefficient of the variable 

is however only significant at a 10 percent level in our first model, but it is significant at a 5 percent 

level when we remove the outliers for size and time. This could be related to what Anderson & Reeb 

(2003) states, namely that the ability to monitor the family firm requires knowledge. It is therefore 

likely that a family chairman can provide superior oversight of the company's activities, due to a 

lengthy involvement in the affairs of the family firm compared to an external chairman. 

Furthermore, a plausible explanation is that a family chairman would be able to utilise social capital 

and form special ties to external stakeholders (Sirmon & Hitt, 2003; Miller & Bretton, 2006). 

Therefore, the results might indicate that active ownership through the role of chairman entails 

better monitoring of both managers and other family members. Further, it could indicate that a 

family chairman through social capital can increase the performance of the company, which in turn 

could suggest that they are acquired at a lower discount relative to non-family firms. Another 

explanation could be based on the findings of Villalonga & Amit (2006) which suggests that family 

involvement adds value when the founder serves as chairman. However, through our sample we 

are not able to account for this since we have not specified a variable which investigates such a 

relationship. A plausible assumption could be that the involvement of founders in the role as family 

chairman could have affected the association between a family chairman and lower the relative 

discount. Thus, we are unable to accept our sixth hypothesis, and we are in fact able to infer 

opposite association through our regressions compared to what we hypothesised.  

Lastly, we hypothesised that a strategic buyer would be more inclined to pay a higher price than a 

financial buyer. This hypothesis is however not confirmed by our regression analysis. Instead we 

find that when the buyer is strategic the discount on average will increase, which in turn means that 

strategic buyers are more likely to pay less than financial buyers. Our results do however not 

exhibit any real significance, namely the coefficients of the variables in all the regressions are only 

significant at a 10 percent level. A plausible assumption for these results could be the time period 

we are investigating. As stated in the literature review Pearl & Rosenbaum (2009) suggests that 

financial buyers are more competitive in credit robust periods. This is supported by the fact that the 

last ten years generally has been characterised by high growth and strong financial markets in most 

countries (Bain, 2020). Since most of our family transactions are conducted between 2015 and 
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2019, it is plausible that financial buyers have been capable of competing with the strategic buyers 

for M&A targets due to the robust credit period. Thus, the robust credit period could explain the 

association we can infer from our regression, as to why the financial buyers on average have paid 

more compared to strategic buyers. However, we cannot reject that the two types of buyers on 

average pay the same through our regression results since they are only significant at a 10 percent 

level.  

The results of our regressions have highlighted several interesting findings. First, we find that our 

first hypothesis which states that when the family firm is a true family firm, the discount will on 

average increase relative to when the firm is a founder-owned family firm. We confirm this 

hypothesis at a 5 percent level for the multiple of EV/EBITDA, we are however not able to confirm 

this hypothesis based on the EV/EBIT multiple since the coefficient of the variable is insignificant, 

and the same is prevalent when we control for size and time. Moreover, we found that when the 

number of independent board members increases then the discount decreases on average. This was 

significant at a 5 percent level for all our chosen regression models. Hence, we can confirm our 

fourth hypothesis. 

We also observed that there, to some degree, existed statistical significance for whether the buyer 

was strategic or financial. Notably, we found that the coefficient of this variable was statistically 

significant at a 10 percent level in all our chosen regression models. Due to this significance level 

we cannot deny that the impact of this variable might in fact be zero. However, the coefficients 

exhibited that strategic buyers, on average, pay a higher discount than financial buyers. This was 

opposite what we hypothesised since we suspected that financial buyers on average would pay less 

for family firms than strategic buyers. Thus, we also decline this hypothesis. For all other 

hypotheses, we were not able to detect any statistical significance. Hence, we are not able to accept 

the three hypotheses of whether a family chairman and family CEO harms the relative transaction 

value, and whether the number of family board members harms the relative transaction value. 
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10 - Discussion of limitations and validity of results 

Since the paper relies on a relatively small sample concerning family firm transactions, we find it 

increasingly important to discuss the limitations of our research as well as the validity of our 

results. The following section presents a discussion of the limitations which are prevalent within 

this paper. Firstly, it discusses the limitations of the empirical approach applied to estimate the 

relative transaction value of privately-held family firms and the family firm characteristics which 

affect this value. Secondly, it discusses the validity of the results presented.  

10.1 - Discussion of limitations to the empirical approach 

This section discusses the limitations of the empirical approach of this study. Generally, it considers 

the sample biases that exist in the constructed sample. Moreover, it debates the bias arising from 

applying the relative valuation approach. Namely, this section discusses the subjective matching 

this approach requires between the family firm transaction and the non-family comparable 

transactions. Afterwards, it discusses the selection bias that exists in the sample.  

10.1.1 - Sample biases 

The sample bias, which is present in our study is due to the selection process applied in the data 

collection. Specifically, we have selected and dropped observations based on prespecified 

characteristics in the data collection section. These observations include both our comparable 

transactions and our family firm transactions. 

Damodaran (2012) states that for every multiple, there are other firms of which the multiples 

cannot be calculated. This refers to the fact that for every included multiple, there are several 

multiples that potentially is excluded. Thus, this paper is prone to sample bias. Firstly. Damodaran 

(2012) refers to the fact that when companies have negative financial, a practitioner will not be able 

to calculate multiples on these companies. Hence, they are excluded from the sample. This entails 

that there exists an upward bias because these companies would have affected the sample 

negatively. Our paper is prone to this sort of sample bias because we excluded transactions that 

exhibited negative financials, such as a negative EBIT or EBITDA. The exclusion of these firms 

strengthens the sample bias of the study with an upward bias, both for family transactions and 

comparable transactions.  

Secondly, this paper is prone to sample bias because of financials not being available, as mentioned 

in the “Methodology” section. We stated that comparables and family firms extracted from the 

Mergermarket database primarily were excluded due to missing financials. 
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10.1.1.1 – Bias from matching 

As mentioned previously, there exist no two companies that are exactly the same (Pearl & 

Rosenbaum, 2009). Relative valuation, therefore, relies on the subjective assessment by the user 

applying this approach. Therefore, the use of comparable transaction entails some level of bias. 

More specifically, Damodaran (2012) mentions three potential pitfalls when applying relative 

valuation. Firstly, the ease of the approach. He refers to this as both the strength of the approach, as 

well as its weakness. The ease of the approach can result in inconsistent estimates of the value due 

to factors like risk and growth. Secondly, the effect of market moods, which has been described in 

much detail previously. Lastly, the approach’s lack of transparency makes it particularly vulnerable 

to manipulation. Damodaran (2012) further states that a biased user of this approach virtually can 

ensure that almost any transaction value can be justified. 

The study has strived to counter the risk of bias from matching the family firm transactions with 

comparable non-family transactions. Firstly, we strived to account for the risk of inconsistent 

estimates of value due to the ease of the approach. It is more or less impossible to precisely account 

for the risk and growth profile for privately-held companies as the information regarding these 

companies are limited. However, we have tried to ensure that the comparables used in the study 

are very similar to the family firms by applying the five comparability parameters similar to 

Granata & Chirico (2010) and Koeplin et al. (2000). These parameters further ensured that both 

market moods and the transparency of our approach were accounted for. Further, the exclusion of 

both relevant family firms and comparable transactions was done in order to ensure the validity of 

our results and transparency of the applied approach. Moreover, this ensured that only valid data 

points were included in the regressions. Generally, we have strived to account for the transparency 

of the approach by thoroughly describing the process of data collection and sample construction in 

the “Methodology” section. 

Furthermore, since we do not try to forecast the value of the family firms, but rather estimate the 

historic relative value of the family firms, we lower some of the uncertainty  which usually is 

prevalent through the application of the relative valuation approach when it is applied for valuation 

purposes.  

We have also strived to counter the sample bias from to size and time outliers in our model. This 

was done in order to prevent that we had a sample bias with respect to especially size outliers. 

Namely, bigger comparables could pose as a more desirable target for acquirers that wish to obtain 

economies of scale. Our results do indeed suggest that the relative discount for family firms 
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decreases when we remove comparable firms that are significantly bigger. Namely, the discount 

goes from 11.94 to 11.22. This result should be analysed with care because, on the one hand, it 

suggests that when the family firms are similar in size to their comparables, the discount is 

lowered. On the other hand, as the EV/EBITDA Size & Time both exclude outliers from the sample 

due to size and time outliers, we cannot conclude that the effect only is driven by the size outliers.  

10.1.1.2 - Selection bias 

As mentioned in the “Discussion of the discount”, a selection bias might be present in our sample, 

namely a survival bias. Consequently, the family firms that have been acquired might only have 

been the ones underperforming or firms where the SEW is lower as opposed to other family firms. 

This is based on the notion that the price of a company is a result of reaching an equilibrium 

between the sales price and the purchase price. As stated by Gonenc et al. (2013), the effect of the 

prioritisation of private benefits has an impact on the perceived value of the company for the 

family. Thus, the authors stress that to make up for the loss of private benefits a company must pay 

a premium to obtain the control rights of a family-owned company. 

If there is a requirement for a transaction premium due to private benefits and a high perceived 

value of SEW, our sample could potentially infer a biased measure of the sales price (Zellweger et 

al., 2012). This is because the acceptable sales price from a family firm perspective would have to 

compensate the perceived loss in SEW and the loss of the private benefits in order to be attractive 

(Zellweger et al., 2012; Zellweger & Dehlen, 2012). Hence, it is plausible that family firms which 

perform well, but have a biased perception of their value is unwilling to go through a transaction 

process because they cannot come to an agreement on price with a potential acquirer, and this 

could lower the discount found in our sample. Since, we find a discount for acquired family firms 

our sample potentially primarily include family firms with a relatively low SEW. As highlighted in 

the discussion, these families might have higher emotional costs than emotional value towards their 

family firms. Hence, they are more likely willing to part with the firm at a discount because of these 

perceived emotional costs.  

Through this section, we have established that our paper might be prone to several sample biases. 

Notably, the sample is prone to bias through the exclusion of negative financials which might infer 

an upward bias in our multiples. Moreover, we have excluded transactions which had missing 

financials. This further bias the findings of this paper. Additionally, the relative transaction 

approach which has been utilised in this paper, entails that we select the family transaction and 

comparable transactions based on the prespecified parameter, which we as researchers has 
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specified ourselves. Hence, we might have biased the sample through the selection of family 

transactions and comparables transactions, even though we have strived to be as objective as 

possible. Lastly, the sample we have investigated might be prone to selection bias due to survival 

bias. Namely, as established in the discussion section, family firms which possess a very high degree 

of SEW might not be willing to part with their firm. Thus, our sample plausibly consists primarily of 

family firms with relatively high emotional costs which entail that these would be more willing to 

sell their family firm at a discount.   

10.2 - Discussion of the validity of the results 

The following discusses the validity of our results. The discussion consists of three parts. Firstly, a 

discussion of the validity of the databases from which we build our sample. Secondly, it discusses 

the endogeneity within our regressions, and finally, it discusses the robustness of our results.  

10.2.1 - Discussion of database validity 

The validity of the findings is dependent on the reliability of the applied databases from which the 

sample is constructed. This includes both Mergermarket, Nordic Knowledge Partners and Amadeus. 

This importance is rooted in the fact that larger discrepancies in the applied data could impact the 

validity of our results. Hence, we find it important to discuss the validity of the databases applied.  

Generally, one of the reasons why we did the study in Scandinavia was due to the data availability 

since the approach required the annual reports of the family firms in order to determine the control 

variables related to the governance of the family firms. Hence, the financial data for the family firm 

transactions are based on information from the last available annual reports leading up to the 

transaction.  

As stated in the “Verification of financials” section, we used Amadeus as a source to verify the data 

provided by Mergermarket for the companies outside of Scandinavia. Mergermarket is frequently 

used and applied by practitioners and is also used by Granata & Chirico (2010) in their research of 

the transaction value of family firms relative to non-family firms. We, therefore, found it to be a 

valid source of transaction information. Mergermarket served as our primary source of 

transactions information. Moreover, we used Nordic Knowledge Partners as a sanity check. The 

choice of Nordic Knowledge Partners was due to their focus on transactions in Scandinavia, and 

further because they provide specific insights into whether the transactions are family or founder-

owned exits. However, as mentioned, they only provide transactional information from 2017 until 

today. Nevertheless, we generally find our transactional data to be reliable. 
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Orbis is frequently mentioned as the data source used by academia for financial information. Orbis 

is owned by Bureau van Dijk, and so is Amadeus. We, therefore, find that the data inputs used from 

Amadeus to verify the initial data output from Mergermarket and Nordic Knowledge Partners to be 

highly valid. Furthermore, we used Amadeus due to accessibility and the fact that their primary 

focus is on European companies. Since 92% of our EBITDA and 97% of our EBIT comparable 

transactions comes from Western Europe, we find it relevant and valid to use Amadeus in order to 

provide reliable and valid data inputs. 

10.2.2 - Discussion of endogeneity  

This section discusses the endogeneity concerning our regression models. As stated earlier, we 

have used the literature review to determine the variables that potentially affect the relative 

transaction value of family firms. However, there might be other factors that our regressions do not 

include, which might have an impact on our dependent variable and be correlated with the control 

variables. Hence, this section discusses the endogenous factors that could affect our findings. 

We have not included a variable that accounts for size with respect to our family transactions. A 

plausible assumption is that size is a determinant of the relative transaction value, since it could 

affect this through economies of scale. Moreover, size might also affect the number of independent 

board members, and the number of family board members, hence a reasonable assumption is that 

size will be positively correlated with these control variables. Because size plausibly would affect 

the dependent variable and control variables positively, the effect of our included control variables 

might exhibit larger coefficients than they would if we had included this omitted variable.  

Moreover, the fact that a country could have gone through weak credit markets in recent years 

suggest that the origin of the family companies also pose a potential for omitted variable bias. 

Namely, the origin of the family firm might affect the dependent variable if differences in market 

moods exists in Scandinavia. Moreover, the origin of the family firm could affect the number of 

family board members or the choice of whether the CEO of the company is a family member or not. 

Specifically, differences in cultural and country-specific aspects and how to adjust the company in 

different market moods could be correlated with the independent variables. To the best of our 

knowledge, the countries in which our family transactions stem from, namely Denmark, Sweden 

and Norway, does have a similar culture. Nevertheless, there might be small cultural differences 

which could explain how some of our control variables are decided upon. Thus, the origin of the 

country also fits the criteria for an omitted variable.  
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Moreover, SEW could plausibly also have an impact on our dependent variable, which is the relative 

discount of family firms. On the one hand, the family firm might have a perceived value of the 

company, which could be affected by the reputation the family enjoys, the perks from company 

resources and the ability to appoint family members to different positions within the company. This 

might affect the relative transaction value of family firms compared to non-family firm. On the other 

hand, SEW considerations could also potentially affect the independent variables. If a specific family 

firm obtains higher SEW through altruistic behaviour towards family members, the selection of a 

family CEO or Chairman could potentially be correlated with SEW. Since SEW is based on the 

emotions of the specific family members involved in the family firms, it is near impossible for us to 

account for in our regression model. Namely, through our sample, it is not possible to detect how 

much a family firm value the presence of a family CEO, family board members or family chairman. If 

we were to estimate the SEW, it could have been a viable option to send out questionnaires in order 

to obtain some measure of the emotional attachment to the family firm. This could be achieved with 

questions where the family firm specifies a number within a range for each question asked. This 

would then allow us to quantify these emotions, which in turn would allow us to put these variables 

into our regression.  

Lastly, as mentioned in the “Analysis and discussion of discount” we highlighted the potential 

impact of a founder chairman. Notably, whether the chairman is also the founder of the company 

could have an impact on the relative transaction value due to the notion suggested by Villalonga & 

Amit (2006). Moreover, this variable is possibly correlated with the number of family board 

members and thus could be an omitted variable. Thus, we might have benefited from including this 

variable in our regression.  

10.2.3 - Robustness of results  

This section presents the robustness of the relative transaction calculation and regressions we have 

carried out in this paper. Hence, we reflect upon the empirical approach which we have applied to 

investigate the research question of the paper.  

The results obtained for the relative transaction value of family firms compared to non-family firms 

exhibits similar results as previously conducted investigations. Notably, Granata & Chirico (2010) 

find that family firms, on average, is acquired at a discount of 14 percent relative to non-family 

firms when looking at the EV/EBITDA multiple. Hence, this provides us with an indication that our 

EV/EBITDA discount of 11.94 percent is similar to what has been found in previous studies. 
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Moreover, Granata & Chirico (2010) also investigate the EV/EBIT multiple. The authors does not 

find any significance concerning this multiple. 

To ensure that the inference we make based on the hypotheses test in this paper, we need to 

confirm that the residuals of our regressions model follow a normal distribution. Hence the 

residuals must be close to normally distributed in order to ensure that the t and f distributions are 

not violated (Lind et al., 2012). This is especially important because we have a relatively small 

sample of family transactions. The associations that we form in the paper is based on the 

significance of p-values and since these are reliant on the t and f distributions. Hence, if the 

underlying data violates the assumption of normality one could question the validity of this paper. 

Looking at the histograms and normal probability plots, it can be concluded that the residuals of 

our regression models do exhibit normality (Appendix 6, 7 & 8). Thus, our results are deemed 

robust in this respect.  

Based on the discussion of our database validity, we generally find our use of databases to be valid 

and reliable. Specifically, because Mergermarket was used by Granata & Chirico (2010) and that 

Amadeus is a subsidiary of Bureau van Dijk. Moreover, our discussion of endogeneity highlighted 

that our regressions might pose problems of endogeneity. Hence, we are only able to infer 

associations through our results instead of concluding causality. Notably, our discussions 

highlighted that our regression might suffer from omitted variables such as the size of the 

transaction as well as the origin of the family firm. Moreover, the endogeneity section also 

established that SEW which we are unable to quantify confidently could entail that omitted variable 

bias exists. Lastly, through the section robustness of results, we concluded that our calculations of 

the relative transaction value exhibit similar as the study performed by Granata & Chirico (2010). 

Notably, our results for the EV/EBITDA multiple is that the family firms in our sample on average 

are acquired on a discount of 11.99 percent, compared to 14 percent which is found to be present in 

the Granata & Chirico (2010) study. The section also established that residuals of our regression 

exhibit a normal distribution, which in turn ensure that we can utilise the t- and f-distributions 

which have been used throughout the analysis. 
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11 - Managerial implications 

Besides contributing to the current literature, namely by investigating the relative transaction value 

of privately-held Scandinavian family firms compared to non-family firms and how specific family 

firm characteristics affect this relative value. We have strived to perform a study which provides 

the family firms in Scandinavia with relevant initiatives which they can undertake in order to 

prepare themselves for the forthcoming transfer of wealth, if they wish to sell to a third party. This 

section highlights these initiatives. However, we limit ourselves to present potential associations 

rather than direct causality in the suggestion we present in the section below. 

11.1 - Optimising the sale of the family firm 

As described initially, there is an increasing interest from family firms to the transfer of ownership 

to a third party, as well as the involvement of private equity for further strengthening the growth of 

the family firms (PwC, 2018). Moreover, there is an increased likelihood for a heightened activity 

level for M&A of family firms due to the upcoming transfer of wealth (Bennedsen & Meisner, 2016; 

PwC, 2018). Based on this we find it interesting to describe how our findings through transaction 

preparation initiatives, potentially can enable family firms to increase the likelihood of a sale and 

potentially even increase the transaction value of the family firm. We, therefore, aim to describe 

how our findings surrounding the family firm characteristics can translate into how family firms 

can prepare their organisation for an exit. More specifically, we investigate internal dependence 

through the board of directors and management (Plenborg & Nørbjerg, 2009). 

The lower internal dependence is supported by Zellweger & Dehlen (2012). They suggest that some 

family firms have a lower degree of SEW relative to other family firms, which entails that their 

competitive advantage might lie outside of the family. Additionally, Ahlers et al. (2014) find that 

financial acquirers primarily search for family targets with high potential for non-family options 

because they offer more opportunities for value enhancement. More specifically, these financial 

acquirers look for acquisition targets with a low possibility of family options at risk (Ahlers et al., 

2014). This suggests that family firms should be aware of the consequences of SEW and internal 

dependence when they are preparing for a sale. Namely, because better preparation concerning 

these measures is likely to increase the probability of completing a sale to a third party, and it might 

even increase the transaction value. 

This implies that family firms increasingly should assess themselves through the lens of a potential 

acquirer. Ahlers et al. (2014) states that PE assess family firms as a source of real options (Ahlers et 

al., 2014). Based on this and the preceding findings we suggest that family firms increasingly should 
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assess themselves as a source of real options when preparing for a sale to a third party. To some 

extent, this is supported by Granata & Gazzola (2010) which investigate the process of buying a 

family firm from a PE perspective. They find that family firms undertake governance structures and 

management practice different from those of non-family firms. Moreover, these practices often 

function in a family setup which in turn affect the take-over for the PE firm (Granata & Gazzola, 

2010). Based on our findings, a plausible assumption is that real options potentially exist, which a 

family firm can exercise throughout the family firm's lifetime in order to optimise their potential 

exit strategy. These options are rooted in specific family characteristics, which the firm can 

optimise if they seek an exit to a third party. Through these real options, they can potentially 

extract value gains rather than letting a financial acquirer optimise the family firm and enjoy these 

gains. 

First and foremost, our findings associate family firms with a lower discount on average compared 

to founder-owned family firms. Among other things, this could entail that the owner of a company 

stays in control even though it is not justified through the financial results. Consequently, the 

increase in the duration of control supports the relationship between emotional benefits and value, 

which means that the longer the family is in control, the more the emotional value will increase 

(Zellweger & Astrachan, 2008). To avoid entrenchment and a non-beneficial increase in emotional 

value, it might be valuable for family firms to exit while they are still founder-owned. According to 

Plenborg & Nørbjerg (2009), it is likely that lowering the risk of internal dependence in the future 

could lower the expropriation of private benefits, and through this ensure the prosperity of the 

family firm.  

Subsequently, our findings suggest an association between independent board members and a 

lower discount. Therefore, family firms could potentially increase their value by hiring independent 

board members. The appointment of independent board members could lower the internal 

dependence and make the perception of the family firms more professional (Plenborg & Nørbjerg, 

2009). And through this increase the family firm's preparedness for an exit and potentially even 

increase the transaction value. Our results also indicate an association between the relative 

transaction value and having a family chairman. Namely, that the discount could be lowered by 

appointing a family chairman. Based on the notion that it requires in-depth knowledge to monitor a 

family firm, it is likely that a family chairman can provide this knowledge through their extensive 

understanding of the company (Anderson & Reeb, 2003). Even though this does not lower the 

internal dependence, a family firm might benefit from such an appointment. 
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The last of our findings present a valuable insight that a family should take into consideration when 

preparing for an exit to a third party. Extensive research within the area has suggested that 

strategic buyers, on average, acquire targets at a premium compared to financial buyers (Dittmar et 

al., 2012). However, through our study, we can infer a positive association between the relative 

transaction value and financial acquirers. Namely, our findings suggest that family firms should sell 

to a financial buyer in order to increase the likelihood of financial gains from the sale. However, 

these findings are only significant at a 10 percent level, which entails that we cannot neglect that 

this relationship might in fact be zero. Nevertheless, a positive association between the relative 

transaction value and a financial buyer could potentially be different if a family firm were to 

exercise the presented real options that arise due to their specific family characteristics. The 

reasoning is that if these real options are exercised, a financial buyer might be less inclined to buy 

the family firm if the value gains from optimising the family firms through different governance 

mechanism have been obtained by the family. Hence, the family firm could plausibly improve their 

value in the eyes of a strategic third party acquirer through the presented transaction preparation 

initiatives.  

The previous section underlines the importance of knowing when to be actively involved in the 

family firm and when it might be more beneficial for them to lower the degree of internal 

dependence in order to better prepare for a sale to a third party. Specifically, we suggest that 

exiting the family firm while founder-owned could potentially increase the value. Furthermore, by 

placing a family member as chairman with independent board members could improve the relative 

transaction value of family firms. Lastly, we present the importance of choosing the right buyer, 

namely a family firm, could potentially benefit from professionalising and lowering their internal 

dependence in order to obtain a higher sales price from a strategic buyer. Contrary, if the family 

choose not to proceed with this optimisation, a financial buyer might provide them with higher 

relative transaction value.  
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12 - Conclusion 

The purpose of this paper was to investigate the relative transaction value of privately-held 

Scandinavian family firms compared to privately-held non-family firms. Secondly, this paper 

investigated how specific family firm characteristics affect this relative transaction value. This was 

investigated through an empirical approach which was based on an initial evaluation of the current 

literature.   

In order to answer our research question, the literature review section provided an in-depth 

assessment of the performance of family firms relative to non-family firms, as well as an 

investigation of specific family characteristics that potentially affect the relative valuation of family 

firms. The literature concerning the firm performance of family firms indicated that listed family 

firms outperform listed non-family firms. The literature also provided insights into the impact of 

specific family firm characteristics. Generally, it concluded that the active involvement of family 

members and specific family traits are likely to play a role in the relative performance of family 

firms. Specifically, the differences in performance are likely to be a result of the family’s 

involvement in management and the board, as well as their intangible assets. We further found it 

relevant through the literature to investigate how different perceptions of value could affect the 

relative transaction value. The literature review generally illustrated a lack of research concerning 

the relative performance of privately-held family firms as opposed to privately-held non-family 

firms.  

To investigate the relative transaction value of privately-held family firms compared to privately-

held non-family firms, and how the specific family characteristics affect this, a comprehensive data 

gathering and empirical approach were adopted. First, we located 56 family transactions in the 

Scandinavian region, acquired between 2010 and 2020. Furthermore, we found a minimum of three 

comparables for each of these family transactions. First, the relative transaction value was 

calculated using a multiple approach (Koeplin et al., 2000; Granata & Chirico 2010). Namely, the 

most important measure was established to be the EV/EBITDA multiple, but the paper also 

investigated the EV/EBIT multiple to support these results. Subsequently, we adopted a multiple 

regression approach in order to infer associations between the identified specific family 

characteristics and the relative transaction value of privately-held Scandinavian family firms 

compared to privately-held non-family firms.  
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Based on the literature review, seven hypotheses were developed and subsequently tested. An 

overview of the hypotheses and whether they are supported through our empirical approach can 

be seen in table 25: 

Table 25 – Summary of hypotheses 

 

Concerning the first part of our analysis, hypothesis H1 was supported by the findings of this paper. 

Namely, we conclude that family firms, on average acquired at a discount of 11.9 percent based on 

the EV/EBITDA multiple. Generally, this hypothesis was accepted on all the investigated measures, 

which is in line with previously conducted studies (Granata & Chirico, 2010). This discount could 

possibly be because acquirers regard these private family firms as unprofessional. Moreover, 

because they are more likely to act altruistically and through this expropriate firm resources 

(Schulze et al., 2002; Ahlers et al., 2014).  

The second part consists of the remaining six hypotheses that all relate to specific family 

characteristics, which possibly affect the transaction value of privately-held Scandinavian family 

firms relative to privately-held non-family firms.  

Through the second hypothesis, we were able to infer associations between being a true family firm 

which on average are acquired at a higher discount relative to founder-owned family firms. Notably, 

we accept the hypothesis H2 looking at the EV/EBITDA multiple, but we decline this hypothesis 

when looking at the results from our two other measures. The findings based on the EV/EBITDA 

multiple is similar to the findings of Miller et al. (2007), which states that founder-owned firms 

outperform true family firms. 
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The third hypothesis of this paper relates to whether a family CEO will increase the discount or not. 

The paper hypothesised that the appointment of a family CEO would increase the discount, but 

through our empirical study, we find no such evidence. Hence, we reject hypothesis H3 on all three 

measures.  

Investigating the fourth hypothesis of this paper, which suggest that an increase in the number of 

independent board members will decrease the discount, we see that this is accepted at all 

measures. Through our multiple regression analysis, we can infer rather strong associations 

between increasing the number of independent board members and on average, decreasing the 

discount. Notably, the coefficient of this variable was statistically significant at a 5 percent level 

both when examining the EV/EBITDA multiple with and without removing outliers concerning time 

and size, as well as when examining the EV/EBIT multiple. Hence, we accept hypothesis H4. The 

findings are similar to those of Anderson & Reeb (2004), which suggests a positive association 

between independent board members and family firm performance of listed family firms in the US. 

A plausible explanation could be independent board members could ensure that family firms will 

be regarded as more legitimate and professional as well as mitigate the risk of self-serving decision 

making (Schulze et al., 2001; Plenborg & Nørbjerg, 2009).  

The fifth hypothesis of this paper also relates to the distribution of board members in family firms. 

Specifically, it hypothesises that an increase in the number of family board members increases the 

discount. However, we are not able to accept this hypothesis on any of the investigated measures.  

The paper also hypothesised that if the chairman of the board were a family member, the discount 

would increase. Through our analysis, we are, however, able to infer opposite associations. Namely, 

our investigations display that a family chairman might decrease the discount paid for family firms 

relative to non-family firms. Hence, we decline hypothesis H6. An explanation to this finding is that 

a family chairman is likely to possess the in-depth knowledge it requires to monitor the family firm 

and improve its performance (Anderson & Reeb, 2003).  

The last hypothesis of this paper states that if the acquirer is strategic, then the discount of 

privately held family firms will decrease. However, we are again able to infer opposite associations. 

Namely, in all our regressions, the coefficient of the variable is statistically significant at a 10 

percent level, which entails that we cannot confidently rule out that this relationship in fact is zero. 

However, the associations we can infer suggests that the discount increases when the buyer is 

strategic as opposed to financial. This suggests that financial buyers on average pay a higher price 

for privately-held family firms. Through our discussion, we advocate that this finding might be due 
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to the robust credit period that we have experienced in Scandinavia during the last ten years. The 

notion that financial acquirers can compete with strategic buyers in robust credit periods is 

supported by Pearl & Rosenbaum (2009).  

Since the sample construction process relies on the subjective assessment of the family firm 

transactions as well as the comparable transactions the methodological approach exhibits biases 

and limitations. However, we have strived for objectivity in our sample. Nevertheless, the method 

to some degree exhibits sample bias. More specifically, this is to a large degree because the method 

relies on the relative transaction approach, which entails that we select the family transaction and 

comparable transactions based on a set of prespecified parameters. Subsequently, we also 

established that endogeneity is present in the multiple regression analysis. Through the literature 

review we have tried to establish as many possible control variables that could potentially affect 

our dependent variable. However, we cannot reject that omitted variable bias exists. This entail that 

even though our approach is viable, and the data is valid, we are only able to infer associations 

rather than causality through our regressions.  

In conclusion, the paper contributes to existing research on the valuation of family firms. The paper 

does so by broadening the knowledge on the relative transaction value of privately-held 

Scandinavian family firms compared to privately-held non-family firms and provide knowledge on 

how specific family characteristics affect this transaction value. Firstly, the paper finds that 

privately-held Scandinavian family firms on average trade at a discount. Secondly, the paper finds 

that the relative transaction value is affected by specific family firm characteristics. More 

specifically, the paper finds that true family firms trade at a higher discount, likewise, we find that 

an increase in the number of independent board members and a family chairman on average lowers 

the discount. Finally, we find that a strategic buyer on average increases the discount compared to a 

financial buyer when looking at our specific time period, which has been characterised by a robust 

credit market. 

Our paper intended to provide a better understanding of how family firms can prepare for the 

forthcoming transfer of wealth, which will be prevalent over the next 30 years. Notably, these 

findings intend to enlighten family firms on potential initiatives which can enable them to increase 

the likelihood of a sale and potentially the transaction value if they wish to sell the family firm to a 

third party. Thus, this paper suggests that privately-held family firms should professionalise and 

decrease the internal dependence in order to optimise their preparedness and relative transaction 

value in a potential sale.  
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13 - Future research 

This section presents suggestions for future research. We have through our paper been able to 

suggest that family firms on average, are acquired at a discount relative to non-family firms. The 

paper has also been able to draw several associations between the specific family characteristics 

which potentially affect the relative transaction value of family firms. This section provides 

suggestions to other approaches that could counter some of the limitations of this paper as well as 

ways to further expand the knowledge within the valuation of privately-held family firms.  

The fact that there exists so little research regarding the sale of a private family firm poses several 

opportunities for further research. Notably, we propose that future research could investigate the 

underlying family characteristics in which we have studied the effect on the relative transaction 

value. Notably, it is likely that other factors could have been included in our regression analysis 

which suggests that further research might able to draw even stronger associations through other 

decisive factors.  

To counter one of the limitations of our study, future research could investigate a bigger sample of 

family transactions. This could be done through an extension of the investigated period. To the best 

of our knowledge information regarding family, firms get relatively limited when going back to 

2005 or earlier. Notably, it gets significantly harder to obtain data from annual reports for board 

members, CEO and other family control variables. Nevertheless, the sample might increase if the 

search was stretched further back. Additionally, it could have included the years before and after 

the financial crisis in 2008, which potentially could affect the findings of this paper. The sample 

could also be increased by searching for deals that have a lower minimum transaction value than 

the 10 EURm we have utilised in our paper. Lastly, future research could possibly also benefit from 

searching in a larger geographical area than Scandinavia. This will, however, complicate the data 

gathering slightly because private family firm’s annual reports, to the best of our knowledge, are 

less transparent outside of Scandinavia. 

Concerning the methodological choices undertaken in this paper, we might have benefitted from 

other methodological approaches. Specifically, further research could potentially benefit from more 

qualitative measures in order to support the quantitative measures performed in this paper. 

Through our results, we are only able to talk about associations rather than causality. Hence, we 

could have benefited from interviews or questionnaires in order to obtain a deeper understanding 

of the results of our discount calculations and regression analysis. On the one hand, potential future 

research could include interviews with members of family firms, in order to obtain a better 
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understanding of what drives qualitative measures such as SEW. This could strengthen the 

discussion of these emotional factors and might provide other insights into which possible control 

variables that could be included in the regression analysis and hence help mitigate the possible 

endogeneity. On the other hand, interviews with acquirers could also broaden the knowledge 

contribution of this paper, by investigating which general problems these acquirers face when 

buying a family firm relative to a non-family firm. Furthermore, this would provide insights on how 

acquirers see the potential for optimisation within family firms. Such insights could potentially also 

strengthen the suggestion to family firms presented in the “Managerial implications” section. Lastly, 

interviews with financial acquirers such as PE firms could provide knowledge about the 

associations, we have found to be prevalent in our paper. Namely, it could be interesting to obtain 

knowledge about whether PE firms in fact could be inclined to pay more for family firms than 

strategic buyers since this finding seem a bit puzzling.  

Furthermore, future research could also investigate the control variables which are utilised in the 

regression model. Moreover, control variables for the different countries could also be utilised. One 

could argue that Scandinavian countries, in general, are quite similar with respect to culture and 

the general way of doing business. However, it could be interesting to examine whether different 

countries exhibit different characteristics with respect to the relative transaction value, and the 

underlying specific family characteristics which might affect this transaction value. Lastly, it could 

also be interesting to investigate the non-monotonic relationship concerning ownership structures 

which Anderson & Reeb (2003) suggests that exists. Notably, a plausible assumption is that the 

discount of family firms differs for different ownership concentrations in privately-held family 

firms. 
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 Feb-20 Valutec Group AB SE Sweden-based company develops, produces and 
suppliers of wood dryers

Industrial products 
and services

Industrial equipment and 
machinery 1970 Family No No 4 Yes Strategic 538 261,2 65,2 64,8 2,1x 8,3x 8,3x n.a n.a

 Jan-20 LIP Bygningsartikler 
A/S DK

Denmark-based company engaged in tiles 
production, grounting of tiles, water proofing and 
construction solutions

Chemicals and 
materials

Construction chemicals & 
materials 1967 Family Yes No 3 No Strategic 500 n.a. 51,6 43,1 n.a 9,7x 11,6x 8,98% 42,51%

 Jan-20 ICM A/S DK Denmark-based safety equipment supplier Industrial products 
and services Security & safety systems 1970 Family Yes No 2 No Strategic 150 413,8 28,9 19,1 0,4x 5,2x 7,9x n.a n.a

 Dec-19 Infotjenester AS NO Norway-based company providing services in the 
fields of payroll and HR Services (other) Consulting services (excl. 

IT consulting) 1985 Family No No 2 No Financial 670 290,2 55,6 48,4 2,3x 12,0x 13,8x -5,27% -0,81%

 Dec-19 Karlaplans Platslageri 
Aktiebolag SE Sweden-based company engaged in roof renovation 

work for buildings Construction Construction services 1965 Family Yes No 1 No Strategic 93 89,0 6,9 6,3 1,1x 13,5x 14,7x n.a n.a

 Oct-19 Eurodan-Huse A/S DK Denmark-based provider of building and 
construction services Construction Residential builders 1978 Family Yes No 1 No Strategic 450 1.089,0 61,2 56,9 0,4x 7,3x 7,9x 27,27% 28,76%

 Sep-19 Urbanium AS NO Norway-based real estate developer Real Estate Real Estate 2003 Founder-owned Yes No 2 Yes Strategic 414 181,7 33,7 n.a 2,3x 12,3x n.a. -13,27% n.a

 Jul-19 SenseGraphics AB SE
Sweden-based company that develops next 
generation medical simulator software for a wide 
range of surgical procedures

Computer software Medical equipment and 
services 2004 Founder-owned Yes Yes 1 No Strategic 224 35,4 16,0 15,8 6,3x 14,0x 14,2x n.a n.a

 Jun-19 Assessio International 
AB SE Sweden-based developer of software for employee 

talent assessment Computer software Software development 1995 Founder-owned No No 1 Yes Financial 153 97,7 19,2 16,4 1,6x 8,0x 9,4x 22,16% 11,57%

 Jun-19 Dellner Couplers AB SE
Sweden-based company offering train connection 
systems including couplers, gangways, hatches, 
dampers, and crash management systems

Industrial products 
and services

Industrial equipment and 
machinery 1941 Family No No 0 No Financial 5.606 1.408,0 136,0 121,0 4,0x 41,2x 46,3x n.a n.a

 Jun-19 Kosmolet A/S DK Denmark-based company engaged in providing 
makeup products Consumer: Other Personal care 1982 Family No No 2 Yes Strategic 160 n.a. 19,4 17,5 n.a 8,3x 9,2x 22,81% 20,23%

 Jun-19 Polystar OSIX AB group SE Sweden-based developer of software and solutions 
for the telecom sector Computer services IT consulting 1983 Founder-owned Yes Yes 1 No Strategic 523 295,3 51,8 50,8 1,8x 10,1x 10,3x 5,53% 40,46%

 Apr-19 European Sperm Bank 
A/S DK Denmark-based sperm bank Medical Health institutions 2004 Founder-owned No No 1 Yes Financial 550 n.a. 42,7 39,5 n.a 12,9x 13,9x 8,41% 11,30%

 Feb-19 Mobilhouse A/S DK
Denmark-based company that constructs portable 
cabins, modules, and pavilions for the construction 
industry

Construction Other lightside materials 1961 Family No No 1 No Financial 250 n.a. 46,7 29,9 n.a 5,4x 8,4x 39,77% 37,50%

 Feb-19 Ski Bygg AS NO Norway-based bulding material supplier Construction Building supplier (trade) 1919 Family Yes No 3 Yes Strategic 226 483,0 21,1 6,8 0,5x 10,7x 33,3x -5,18% n.a

 Jan-19 Samgrav 
Maskinformedling AB SE

Sweden-based company engaged in construction 
equipment leasing and disposal of residual 
materials

Financial Services Rental & leasing 2001 Founder-owned Yes Yes 1 No Strategic 105 165,2 23,2 19,4 0,6x 4,5x 5,4x 20,28% 59,47%

 Jan-19 Ohlins Racing AB SE Sweden-based company that develops premium 
suspension systems and components for the cars Automotive Automotive components 1976 Founder-owned No No 2 Yes Strategic 1.340 1.193,9 120,5 112,1 1,1x 11,1x 12,0x 2,03% 31,32%

 Jan-19 Danske Commodities 
A/S DK Denmark-based company engaged in trading of 

electrical power and gas Financial Services Securities and 
commodities brokers 2004 Founder-owned Yes Yes 1 No Strategic 2.976 9.376,7 75,4 71,8 0,3x 39,5x 41,4x n.a n.a

 Dec-18 Arminox A/S DK Denmark-based suppliers of stainless steel 
reinforcement

Industrial products 
and services Iron and steel production 1950 Family No No 1 Yes Financial 200 n.a. 24,1 23,0 n.a 8,3x 8,7x -9,90% 21,41%

 Dec-18 Ribacka Group AB SE
Sweden-based media consulting company  which 
owns strong network of leading Swedish sports 
betting and casino marketing platforms

Services (other) Business support services 2012 Family Yes Yes 2 Yes Strategic 224 44,8 33,6 n.a 5,0x 6,7x n.a. 28,62% n.a

 Nov-18 De Blaa Omnibusser 
A/S DK Denmark-based public transport company Transportation Buses 1946 Family No No 2 No Strategic 190 n.a. 36,3 28,0 n.a. 5,2x 6,8x 7,64% 44,20%

 Sep-18 Brunata International 
A/S DK Denmark-based company engaged in 

manufacturing metering equipment Industrial automation Industrial measuring and 
sensing equipment 1918 Family No No 2 Yes Strategic 480 246,4 38,1 34,5 1,9x 12,6x 13,9x -13,56% 15,36%

 Sep-18 Hylte Jakt & Lantman 
AB SE

Sweden-based retailer of forestry and gardening 
tools as well as outdoor accessories, including 
hunting gear

Consumer: Retail
Other retailing of 
consumer products and 
services

1911 Family Yes No 1 Yes Financial 598 197,7 16,2 15,4 3,0x 36,8x 38,8x n.a n.a

 Jul-18 Duelco DK Demark-based company engaged in development, 
sale and distribution of electrical solutions

Industrial: 
Electronics Electrical components 1974 Family Yes No 6 Yes Strategic 85 n.a. 15,0 14,0 n.a. 5,1x 5,4x 22,64% 23,05%

 Jun-18 ProData Consult A/S DK Denmark-based IT consultant company Computer services IT consulting 1994 Founder Yes Yes 1 No Financial 450 910,3 44,1 33,4 0,5x 10,2x 13,5x 5,42% -9,33%

 May-18 GUBI DK Denmark-based company that manufactures 
designer furniture and related products Consumer: Other Office and household 

furniture 1952 Family Yes No 2 No Financial 1.500 n.a. 88,3 88,1 n.a 17,0x 17,0x -8,57% 15,01%

 May-18 Dykon A/S DK Denmark-based producer of duvets and pillows Consumer: Other
Manufacture and supply 
of other consumer 
products

1950 Family No No 1 No Financial 100 n.a. 14,4 11,2 n.a. 6,9x 8,9x 13,10% n.a

 Apr-18 FH Gruppen AS NO Norway-based company that builds country and 
holiday homes and cabins Construction Residential builders 2006 Founder-owned Yes Yes 1 Yes Financial 753 684,7 107,9 103,4 1,1x 7,0x 7,3x -5,69% 3,93%

 Mar-18 Menu A/S DK Denmark-based interior design company providing 
furniture and lighting products Consumer: Retail Furniture 1979 Family Yes No 2 No Financial 201 n.a. 26,1 21,7 n.a 7,7x 9,3x 21,36% 4,15%

 Feb-18 Elite Miljo AS DK Denmark-based provider of cleaning services and 
facility management Services (other) Other services 1980 Founder-owned No No 2 Yes Strategic 220 566,5 25,5 20,3 0,4x 8,6x 10,8x 5,42% 8,56%

 Feb-18 Budweg Caliper DK Denmark-based company engaged in developing 
and remanufacturing brake calipers Automotive Automotive components 1939 Family Yes Yes 3 Yes Financial 450 n.a. 49,2 36,3 n.a. 9,1x 12,4x 9,44% 9,69%

 Jan-18 Søgemedier DK Denmark-based digital advisory and media 
company Media Advertising 2008 Founder-owned Yes Yes 1 Yes Financial 250 n.a. 26,0 26,0 n.a 9,6x 9,6x 3,56% 9,73%

 Jan-18 Ganni A/S DK Denmark-based fashion company Consumer: Retail Apparel 2000 Family Yes Yes 1 No Financial 600 n.a. 74,6 70,2 n.a 8,0x 8,5x 29,77% 53,65%

 Dec-17 Scanico A/S DK
Denmark-based manufacturer of industrial cooling 
and freezing equipment for the food processing 
industry

Industrial products 
and services Refriguration equipment 1972 Family Yes No 2 No Strategic 215 n.a. 31,5 30,9 n.a. 6,8x 7,0x 38,82% 41,43%

 Nov-17 T-Emballage Thureson 
AB SE

Sweden-based provider of building products for 
builders merchants and house manufacturers, 
packaging solutions for industry and sawmills

Manufacturing 
(other) Building supplier (trade) 1975 Family No No 1 Yes Strategic 247 436,5 31,4 29,9 0,6x 7,9x 8,3x n.a n.a

Appendix
Appendix 1 - All 67 family firm transactions

This sheet appendix all 67 family transactions. The rows marked with grey are excluded from both the EV/EBITDA (Total 56) and EV/EBIT multiple. 
The rows marked with blue indicate the six family transactions which was removed from the EV/EBIT multiple (Total 50).
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 Sep-17 Victor gruppen DK Denmark-based company which owns a range of 
restaurants Leisure Restaurants and pubs 1990 Founder-owned Yes Yes 1 Yes Financial 250 n.a. 26,0 15,6 n.a 9,6x 16,0x 0,08% -7,74%

 Aug-17 Bogballe A/S DK Denmark-based manufacturer of fertilizer 
spreaders

Industrial products 
and services

Industrial equipment and 
machinery 1934 Family Yes No 0 No Financial 500 n.a. 54,9 48,2 n.a 9,1x 10,4x 4,30% 23,66%

 Jun-17 Dybvad Stålindustri A/S DK
Denmark-based company engaged in designing and 
manufacturing manually-operated and automatic 
plate freezers

Industrial products 
and services Refriguration equipment 1969 Family No No 1 Yes Financial 375 n.a. 38,8 36,2 n.a 9,7x 10,4x 19,79% 26,46%

 Jun-17 Nissens A/S DK
Denmark-based developer and manufacturer of a 
wide range of automotive radiators and climate 
control products 

Industrial products 
and services

Cooling solutions for cars 
and windmills 1921 Family No No 1 Yes Financial 1.800 1.603,6 206,6 181,7 1,1x 8,7x 9,9x 9,64% 33,00%

 May-17 LanguageWire A/S DK
Denmark-based company providing translation, 
proofreading, text editing and graphic layout 
services

Computer software Other services 2000 Family Yes Yes 1 No Financial 240 n.a. 19,5 18,6 n.a. 12,3x 12,9x 7,12% 21,03%

 Apr-17 Borg Automotive A/S DK
Denmark-based company engaged in the 
development and remanufacturing automotive 
parts

Automotive Automotive components 1975 Founder-owned No No 1 Yes Financial 1.150 1.118,1 90,7 88,7 1,0x 12,7x 13,0x -7,76% 24,57%

 Jan-17 Fertin Pharma A/S DK Denmark-based developer and manufacturer of 
medicated chewing gums

Medical: 
Pharmaceuticals Drug manufacture 1976 Family No No 2 Yes Financial 2.800 855,8 215,7 143,0 3,3x 13,0x 19,6x 1,44% -10,77%

 Nov-16 Jorgensen Engineering 
A/S DK

Demark-based manufacturer of packaging handling 
and advanced process systems for food and 
pharmaceutical industry

Industrial products 
and services

Industrial equipment and 
machinery 1933 Family No No 1 No Strategic 245 276,3 36,0 34,5 0,9x 6,8x 7,1x 24,59% 43,46%

Oct-16 Gerdins Industrial 
System AB SE Sweden-based supplier of industrial components 

and systems 
Industrial products 
and services

Industrial equipment and 
machinery 1955 Family Yes No 2 Yes Strategic 149 321,4 20,8 18,5 0,5x 7,2x 8,1x 5,73% 37,61%

 Sep-16 Oase Outdoors DK Denmark-based company which supplies high-
quality camping and outdoor equipment Consumer: Other Manudacturer and 

supplier of other products 1984 Family Yes No 1 No Financial 380 260,8 37,6 35,6 1,5x 10,1x 10,7x 19,31% 21,95%

 Sep-16 Gudrun Sjoeden Design 
AB SE Sweden-based company that manufactures and 

designs colorful clothes Consumer: Other Apparel 1976 Founder-owned Yes Yes 2 No Financial 542 177,7 20,3 20,0 3,1x 26,7x 27,2x n.a n.a

 Sep-16 &tradition A/S DK Denmark-based interior design company Consumer: Other Office and household 
furniture 1994 Founder owned Yes Yes 3 No Strategic 141 n.a. 16,8 14,4 n.a. 8,4x 9,8x 14,14% -1,48%

 Jul-16 Sondex A/S DK
Denmark-based company engaged in producion, 
development and marketing of plate heat 
exchangers and pumps

Industrial products 
and services Pumps & compressors 1984 Founder-owned Yes Yes 4 Yes Strategic 1.600 960,7 155,5 128,2 1,8x 10,9x 13,3x 2,83% 30,83%

 Jul-16 Four Design A/S DK Denmark-based furniture designer and 
manufacturer

Manufacturing 
(other)

Office and household 
furniture 1930 Family No No 2 Yes Strategic 85 n.a. 11,7 10,1 n.a 7,3x 8,4x 25,80% 12,89%

 Jan-16 TESS AS NO

Norway-based supplier of hoses and associated 
fittings, tools, and other operating and 
maintenance equipment to onshore and offshore 
oil industry

Services (other) Industrial services 1968 Founder-owned Yes Yes 1 No Strategic 840 1.860,0 90,9 76,8 0,5x 9,2x 10,9x 7,73% 25,21%

 Jan-16 Top-Toy A/S DK Denmark based toy retailer Consumer: Other Toys 1963 Family No No 6 Yes Financial 2.325 3.917,0 224,6 142,4 0,6x 10,4x 16,3x n.a n.a

 Jan-16 Edlund A/S DK
Denmark-based provider of software solutions for 
portfolio management within life insurance, 
pension, unitlink and non-life insurance

Computer services Software development 1992 Family Yes Yes 2 Yes Strategic 550 244,6 38,1 24,1 2,2x 14,4x 22,8x 6,22% -26,33%

 Jan-16 DK-Foods DK Denmark-based company engaged in 
manufacturing of pepperoni, salami and chorizo Consumer: Foods Food-others 2003 Founder-owned Yes Yes 1 No Financial 400 n.a. 50,7 41,9 n.a 7,9x 9,5x 12,60% 33,58%

 Jan-16 Svendsen Sport A/S DK Denmark-based company engaged in the 
marketing and supply of fishing gear Consumer: Retail Lifestyle including 

sports/music/books etc. 1977 Founder-owned Yes Yes 1 No Financial 450 n.a. 47,0 45,2 n.a 9,6x 10,0x 18,19% 39,80%

 Jul-15 Nefab AB SE
Sweden-based company that manufactures and 
supplies industrial and transport packaging 
solutions 

Manufacturing 
(other)

Packaging products and 
systems 1949 Family No No 1 No Financial 1.450 2.486,9 101,0 89,7 0,6x 14,4x 16,2x n.a n.a

 Jun-15 Reconor AS DK Denmark-based environmental services company 
engaged in waste management

Industrial products 
and services

Pollution and recycling 
related 1997 Family Yes Yes 1 No Financial 1.340 566,9 116,7 26,9 0,7x 11,5x 49,8x 13,83% n.a

 Jun-15 Ulstrup Plast A/S DK Denmark-based injection moulding company Industrial products 
and services

Industrial equipment and 
machinery 1952 Family Yes No 2 No Strategic 76 n.a. 17,6 15,5 n.a. 4,3x 4,9x 35,15% 62,77%

 May-15 Omada A/S DK
Denmark-based company engaged in providing 
identity and access governance, risk management 
and process governance solutions

Computer software Application software 
products 2000 Founder owned Yes Yes 1 No Financial 485 n.a. 33,3 26,3 n.a. 14,6x 18,4x 18,14% -20,61%

 Jun-14 Kohsel Elektronik A/S DK Denmark based transformer producer Industrial: 
Electronics Electrical components 1969 Family Yes No 2 No Financial 125 n.a. 19,6 19,2 n.a 6,4x 6,5x 20,13% 27,39%

 Jan-14 NGI A/S DK Denmark-based manufacturer of stainless steel 
machine feet

Industrial products 
and services

Industrial equipment and 
machinery 1991 Family Yes No 2 No Financial 357 150,0 35,1 32,1 2,4x 10,2x 11,1x -6,79% 3,85%

 Jan-14 Oglaend Industrier AS NO
Norway-based company that develops, 
manufactures and sells multidiscipline support 
solutions, cable tray and cable ladders

Industrial products 
and services

Industrial equipment and 
machinery 1977 Family Yes No 3 Yes Financial 671 747,9 109,4 97,5 0,9x 6,1x 6,9x 25,85% 50,71%

 Jul-13 Change of Scandinavia 
A/S DK Denmark based company operating lingerie chains Consumer: Retail Apparel 2001 Family Yes Yes 2 Yes Financial 320 n.a. 31,4 28,6 n.a. 10,2x 11,2x -5,36% 11,19%

 Jan-13 Norsk Data Senter AS NO Norway based provider of information technology 
services Computer services IT consulting 1979 Founder-owned Yes Yes 1 Yes Strategic 148 412,9 18,1 16,6 0,4x 8,2x 8,9x 30,38% 68,15%

 Sep-12 SteelSeries ApS DK Denmark-based manufacturer of gaming 
peripherals Computer: Hardware Computer peripherals 2001 Founder owned Yes Yes 1 Yes Financial 430 n.a. 36,3 30,5 n.a. 11,8x 14,1x 6,02% n.a

 Aug-12 Mita-Teknik A/S DK Denmark-based manufacturer of control systems 
for surveillance and regulation of gas burners Industrial automation Industrial equipment and 

machinery 1969 Family Yes No 2 No Financial 800 n.a. 88,9 84,6 n.a 9,0x 9,5x 13,62% 22,17%

 Sep-10 pierre.dk Autolakering 
A/S DK Denmark-based company engaged in offering 

lacquering services for automobiles Automotive Other services 2005 Founder owned Yes Yes 2 Yes Financial 170 n.a. 20,0 11,9 n.a. 8,5x 14,3x 23,84% 42,43%

 Sep-10 RM Group AS DK
Denmark based company engaged in outsourcing 
treated metal material, and milling and cutting 
metal objects 

Industrial products 
and services

Industrial equipment and 
machinery 1997 Family Yes No 2 No Strategic 325 104,5 57,0 44,0 3,1x 5,7x 7,4x 40,43% 51,75%

This appendix includes all 67 family transactions. The rows marked with grey are excluded from both the EV/EBITDA (Total 56) and EV/EBIT 
multiple. The rows marked with blue indicate the six family transactions which was removed from the EV/EBIT multiple (Total 50).



Family transaction EV/EBITDA EV/EBIT
Infotjenester AS 12,05 13,85

Target company traded at a premium or discount?

Date Target Description Acquiror Reason for acquisition
Financial/Strategic

EV
(DKKm)

Revenue
(DKKm)

EBITDA
(DKKm)

EBIT
(DKKm)

EV/ 
Revenue

EV/ 
EBITDA

EV/ 
EBIT

Relative transaction 
value: EV/EBITDA

Relative transaction 
value: EV/EBIT

Jun-17 Comenius SE Provides cloud-based talent management 
software solutions Visma Strategic 127 53 11,4 n.a 2,4x 11,2x n.a. -7,7% n.a

Apr-17 Sumarum DE Provider of human resources outsourcing and 
consulting services Zalaris Strategic 179 146 16,4 14,1 1,2x 11,0x 12,7x -10,0% -9,2%

Jul-16 FMP Global UK Provides payroll, HR and staffing software and 
services 

Tenzing Private 
Equity Financial 286 100 27,1 12,7 2,9x 10,6x 22,6x -13,9% 38,8%

Jul-16 Tripletex NO Provides SaaS ERP, payroll and accounting 
services Visma Strategic 176 58 13,2 13,2 3,0x 13,3x 13,3x 9,2% -3,7%

Mar-16 Raet NL Provides payroll and HR software and 
outsourcing solutions HgCapital Financial 3.721 1.101 297,7 n.a 3,4x 12,5x n.a. 3,6% n.a

Mar-15 Huldt & Lillevik NO Provides payroll and HR software and 
outsourcing solutions Visma Strategic 387 91 36,2 36,1 4,3x 10,7x 10,7x -12,8% -29,2%

Average 2,9x 11,5x 14,8x -5,3% -0,8%

Appendix 2 – Comparable transactions - an example of information collected on the 219 comparables.
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Appendix 3 – In-depth regression output of model 2 with respect to EV/EBITDA multiple 

Linear regression EV/EBITDA 
Family Discount  Coef.  St. Err. t-

value 
p-value  [95% Conf  Interval]  Sig 

Family Founder 0.078 0.036 2.16 0.035 0.006 0.151 ** 
Family CEO -0.012 0.044 -0.28 0.783 -0.102 0.077 
Family Chairman -0.079 0.043 -1.86 0.069 -0.165 0.006 * 
#Indep board -0.029 0.013 -2.26 0.028 -0.054 -0.003 ** 
Strategic Financial 0.074 0.040 1.85 0.071 -0.007 0.155 * 
# Family board -0.028 0.024 -1.17 0.248 -0.077 0.020
Founding year 0.001 0.001 0.94 0.351 -0.001 0.003
Constant -1.504 1.840 -0.82 0.418 -5.204 2.196

Mean dependent var 0.119 SD dependent var 0.138 
R-squared 0.263 Number of obs  56 
F-test 3.134 Prob > F 0.008 

*** p<0.01, ** p<0.05, * p<0.1  
The t-statistics are corrected for heteroskedasticity using the Huber/White/Sandwich 
estimator of variance 

Appendix 4 – In-depth regression output of model 2 with respect to EV/EBIT multiple 

Linear regression EV/EBIT 
Family Discount  Coef.  St. Err. t-

value 
p-value  [95% Conf  Interval]  Sig 

Family Founder 0.007 0.093 0.08 0.938 -0.180 0.194 
Family CEO 0.070 0.068 1.02 0.311 -0.068 0.207 
Family Chairman -0.055 0.087 -0.63 0.531 -0.230 0.120 
#Indep board -0.040 0.017 -2.36 0.023 -0.075 -0.006 ** 
Strategic Financial 0.149 0.080 1.86 0.070 -0.012 0.310 * 
#Family board -0.061 0.038 -1.59 0.120 -0.138 0.016
Founding year -0.003 0.002 -1.53 0.132 -0.006 0.001
Constant 5.406 3.375 1.60 0.117 -1.404 12.217 

Mean dependent var 0.234 SD dependent var 0.211 
R-squared 0.248 Number of obs  50 
F-test 3.087 Prob > F 0.010 

*** p<0.01, ** p<0.05, * p<0.1  
The t-statistics are corrected for heteroskedasticity using the Huber/White/Sandwich 
estimator of variance 
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Appendix 5 – In-depth regression output of model 2 with respect to EV/EBITDA Size & Time 
multiple 

Linear regression EV/EBITDA SIZE&TIME 

Premium/Discoun
t EBITDA 

 Coef.  St. Err. t-
value 

p-value  [95% Conf  Interval]  Sig 

Family Founder 0.062 0.039 1.58 0.120 -0.017 0.141 
Family CEO -0.016 0.042 -0.38 0.705 -0.102 0.069 
Family Chairman -0.102 0.045 -2.29 0.027 -0.191 -0.012 ** 
#Indep board -0.039 0.017 -2.26 0.028 -0.073 -0.004 ** 
Strategic Financial 0.081 0.042 1.92 0.061 -0.004 0.165 * 
#Family board -0.035 0.027 -1.27 0.210 -0.090 0.020
Founding year 0.001 0.001 1.01 0.319 -0.001 0.003
Constant -1.496 1.771 -0.84 0.402 -5.057 2.065

Mean dependent var 0.112 SD dependent var 0.149 
R-squared 0.312 Number of obs  56 
F-test 3.396 Prob > F 0.005 

*** p<0.01, ** p<0.05, * p<0.1  
The t-statistics are corrected for heteroskedasticity using the Huber/White/Sandwich 
estimator of variance 
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Appendix 6 – Normality of residuals EV/EBITDA regression: 



117 

Appendix 7 – Normality of residuals EV/EBIT regression: 
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Appendix 8 – Normality of residuals EV/EBITDA Size & Time regression: 




