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Abstract :
High status groups in Portuguese society constitute a social context i which familial

relations are of great importance, both at the level of family members’ daily agency and
on the far broader scale of their social and professional relations. The author analyses
int this article the way familial relations become imporkant processes by which an elife
social position may be maintained. The argumient is based on fieldwork carried out by
the author on seven leading business fmmilies in Lisbon who own large firms in
operation for at least three generations. This research has showed that the processes by
which these families manage to remain majority shareholders and in the top
management position in the large companies they have owned for several generations
is due, to a great extent, to the fact that these economiic investments are considered the
symbolic materialisation of a fanilial project. It is by menans of carefully managing
fainilial relations that those involved in these projects are able to ensure and reproduce
their belonging to Portugal’s financial and social wpper set. This argiment is
illustrated throughout my research into the processes by which the leading families in
Portugal’s economic setting before the democratic revolution in 1974 have recovered
their top financial and social positions in Portugal foday.

High-status groups in Portuguese society constitute a social context in
which familial relations are of great importance, both at the level of family
members” daily agency and on the far broader scale of their social and
professional relations. This article analyses the way familial relations
become important processes by which an elite social position may be

maintained. The argument is based on fieldwork carried out on seven '

leading business families in Lisbon who own large firms in operation for at
least three generations, and which are now, or have been, on the list of the
100 top-ranking Portuguese firms.! The business groups examined in this
project were: Espirito Santo Group, Orey Antunes Group, Cimianto Group,
Somague Group, Vista Alegre/Casa E. Pinto Basto Group and Fébricas
Mendes Godinho Group.?

This study shows that the processes by which these families manage to
remain majority shareholders and in the top management position in the large
companies they have owned for several generations is due, to a great extent, fo
the fact that these economic investments are considered the symbolic
materialization of a familial project. It is by means of carefully managing
famnilial relations that those involved in these projects are able to ensure and
reproduce their belonging to Portugal’s financial and social upper set. This
argument is illustrated throughout my research into the processes by which
the leading families in Portugal’s economic setting before the democratic
revolution in 1974 have recovered their top financial and social positions in
Portugal today. '
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This research was
part of a research
project supervised by
Professor Jofio de
Pina-Cabral and
financed by FCT -
(PCSH/C/ANT/85
/95). This work is the
basis of my doctoral
thesis ‘Grandes
familias, Grandes
empresas. Ensiio
aittropoldgico sebre
wma elite de Lishon’,”
defended at ISCTE in
January 2001,

T would like to take
the opportunity to
express my gratitude
fo everybody in these
firms as well as the
families associated
with them for their
courtesy and
kindness in accepting

to see me and answer

my questions. In
order to respect the




(O3]

privacy of all those
who helped me, I
have used different
names when [ refer to
them individually
However, in view
that these financial
groups stand out in
Portuguese society, it
would have been dif-
ficult and
meaningless not to
use their real family
names when {
mention public
events.

To this end, four
‘Planos de Fomento’
{Development Plans)
were made between
1953 and 1974. They
were all-encompass-
ing guidelines for
economic and social
policy with which
Salazar aimed to con-
trol the country’s
financial growth.

As in all family businesses, people involved in these large firms constantly
interact in family and professional affairs. Familial relations in this business
world are built up by means of a network of financial interests that brings
together people who may often have conflicting business interests. These large
and complex family firms are organized formally on the best models and
employ the most capable professionals, yet they are also built up on a dense
network of family relations that unites the shareholders. Moreover, family
values — ways of behaving and living within a family — are crucial in the
definition of the formal manner in which these financial groups organize and
perpetuate themselves in time.

A family business inevitably encompasses two different areas of interests
which are often seen as conflicting, both in character ({inancial interests and
common family substance (blood) respectively) as well as aims (profit-making
and disinterested enduring mutual support). In large Portuguese enterprises,
this circumstance stirs up contradictory emotions among those involved.
Efforts are made to surmount these contradictions by investing in the
professional training of family members who work in these companies, This
investment is manifest in their remarking frequently: “We are a family business
but we work on a strictly professional basis here’. The successful work
performance of these business family members ‘is what ensures the
reproduction of their financial and social status in contemporary Portuguese
society (cf. Lima 2000a, 2000b and 2001).

The way these leading family businesses incorporate these two opposing
factors is relevant in that it Teveals one of the biggest problems of modernity:
the contradicHon between reason and affect, between family life and business.
1 will show in this article how the successful juggling of the two has allowed
these family businesses to continue to endure as a result of their adopting
strategies to meet changes and new situations.

Large family businesses in Portugal

Large family businesses have made a distinctive mark on Portugal’s
economy in the twentieth century. These powerful family-run financial
groups first emerged in Portugal towards the end of the last century and
made a place for themselves during the First Republic (1910-26). The First
Republic’s failure to bring about the material, political and social
reconstruction of the country meant that during this period the Porfuguese
economic situation continued to decline while also suffering the disastrous
consequences of the First World War. At the time of the military coup in 1926,
Portugal’s worst problem was its economy and not its politics. Portugal was
then mainly an agricultural country with an emergent yet backward
industry, inadequate systems of communication and a very high rate of
iltiteracy (cf. Robinson 1979). '

When Salazar first became minister of finance in 1928, he geared his plan
for the country’s economic recovery to creating infrastructures for its long-
term development.3 However, -economic development plans were
implemented frugally and with little vigour. Salazar’s economic policy was
embedded in corporative, family and traditional ideals which were clearly
expressed in the ideology of industrial regulations, and it systematically
obstructed free enterprise from setting up, expanding or modernizing industry
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and economic activities in general. Consequently, the economic developmént
of the country was arrested and Portugal grew even more backward in
comparison with other industrialized countries. The economic policy of the
New State (‘Estado Novo') favoured strong concentrated investment and thus
contributed to the setting up and development of large financial groups
named as the ‘monopolist nucleus’ of the Portuguese economy (cf. Santos 1977
and Pintado e Mendonca 1989) and which consisted of seven financial groups
that controlled the Portuguese economy. Curiously enough, each one of these
groups had a solid family base.' Apart from their vast economic power, the
few families that controlled these groups enjoyed a high social position and
wielded considerable influence, albeit indirectly, over Portuguese politics.”

The April 1974 revolution changed the situation completely. The new
economic policy put a halt to the development the large financial groups had
hitherto enjoyed in Portugal. In response to the failed military coup of 11
March 1975, there was a string of nationalizations on 14 March in the
financial sector (banks and insurance companies), the most important
industries (0il, cement, steel, fertilizers, tobacco, beer, naval construction and
maintenance) and other public-inferest sectors (electricity, gas, water and
transport). The nationalization of private companies withdrew from the New
State’s so-called ‘monopolist nucleus” families all control over their own
businesses and Portugal’s financial future, at the same time as it swept away
the privileged lifestyle they had enjoyed until the revolution. The new social
order and political situation of the post-revolutionary period forced most
members of these families to go abroad (mostly to Brazil, the UK and
Switzerland), leaving most of their possessions behind. Abroad they started
new business projects again and soon managed to rebuild their financial
empires (cf. Lima 2001). ' :

Despite the significant institutional changes brought by the political change,
the fact that the Portuguese economy in 1974 was backward and fragile meant
that modernizing the country was slow. The first ten years of democracy in
Portugal were marked by a profound economic crisis and although the change
of political regime took place at the same time, it cannot be considered entirely
responsible.® The situation only began to alter significantly from the mid-1980s.
Portugal’s entry into the then European Common Market in 1986 hastened the
way to a more liberal economic framework based on free market and private
enterptrise, and the first Community funds (starting in 1987) as well as the fall of
the dollar and oil price greatly contributed to Portugal’s social, political and
economic stability af that ime. '

Those who had fled the country began to feel that in view of this stability,
in great part due to the re-emergence of the middle class and its standard of
living, the prerequisite conditions had been met for their return to Portugal. It
was, however, mostly the start of privatizations and the opportunity for them
to reacq'uire their former firms that enabled them to secure their financial,
social and political affairs in Portugal again. Since then, these old family
enterprises have grown rapidly, which reflects on the tremendous energy
shown by the younger generations of the families that had dominated the
Portuguese economy before the revolution and who have, litile by little,
managed to get back the leading position they had once lost. Several of the old
family business groups that expanded in twentieth-century Portugal once
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4 These were: Grupo

CUF, Grupe Espirito
Santo, Grupo
Chamalimaud, Banco
Portugés do
Atlantico, Banco
Borges e Irmio,
Banco Nacional
Ultzamarino and
Banco Fonsecas ¢
Burnay (cf. Martins
1973; Santos 1977;
Pintado e Mendonga
1989).

That a stnall number
of Portuguese firms
greatly developed
during the New State
{‘Estacdo Novo'} is
mainly due to the
regime of industrial
regulations which
meant that oniy large
groups were allowed
to take on new
projects and had suf-
ficient means to do
s0. Américo Ramos
dos Santos gives us'a
very clear idea of the
scale of the
concentration in the
Portuguese economy
when he writes that
‘“from 1960 onwards,
there was a growing
and remarkably
intense centralisation
and concentration in
the last eight years of
the regime. it was
during this pericd
that the large
financial groups
revealed their truly
abnormal size for
such a small country
{...) In 1973, 2.4% soci-
eties owned 75.4% of
the Portuguese total
social economy. The
growth of
monopolies began to
destroy small
business from 1959
and especially after
1968.

6 According to José da




Silva Lopes, the real
explanation for this
erisis should be
sought in the combi-
nation of the
following three
factors: 1) the oil
crises of 1974 and
1979 — which
increased the price of
crude oil
dramatically; 2) the
de-colonization
process — which
caused the
population of
Portugal to increase
by 7 per cent in 1975
and 1976; 3) the revo-
lutionary unrest
following the change
of regime {Lopes
1966: 240},

In the early 1990s
Tagol was a hugely
profitable company
and an important
landmark in the
country’s economy
(it earned twenty-
three thousand
millicn escudos in
1990). Filomena
Ménica considered
the chairman of its
board to be one of
Portugal’s greatest
industriat administra-
tors (Mdnica 1990).

Salazar’s nationalism

was also directed to
concentrated business
markets whereby
Portuguese
businesses would
invest almost
exclusively in
Portugal and its over-
seas provinces.
Manuel Ricardo
Espirito Santo told
the magazine Exmne
what his father, the
then chairman of the
board of BESCL,
would always tell
him when he insisted
that it was a good

again play a key role in the country’s financial affairs and, though they are
different in character and scale, they again occupy an important position in
Portuguese society along with other new large economic groups.

The impact of the radical changes in the aftermath of the 1974 revolution
had different consequences for the various companies 1 studied. The
differences were basically due to the fact that some were nationalized whereas
others remained in the hands of their owners, despite serious problems and
difficulties. For instance, there is the case of the companies owned by the
Mendes Godinho family which were greatly affected when they were
nationalized. Their bank in Tomar was nationalized and merged with BESCL.
This was damaging for the financial group, given that all their other
companies, except for Tiigol,” belonged to the group that owned the bank. Tagol
made it possible for the financial group to continue its successful career, but
for only a short period, as they were unable to reorganize in a way that would
have enabled them to survive all the economic and social changes that
Portugal underwent.

"This was also the case of the Espirite Santo family as most of their family
businesses were nationalized in 1975, which was such a shock to them
financially, socially and politically that most of the family left the country. This
situation forced the family to introduce major changes to improve their
investment management and planning, which they would most probably not
have done if the Porfuguese government had continued te uphold the
ideological and economic policies of the New State.® In the case of the Espirito
Santo Group, it was the family’s forced exile and the need to start again abroad
‘from scratch’, as they like to remember, that turned what had been a major
financial group in Portugal into an international group on a far larger scale, At
the present moment, the group, which might seem to be the same one as 25
years ago, is very different from the Lsprrito Sanio Group of before 1974. They
are no longer a typical family of leading Portuguese bankers. They are, in the
words of one of its executives, ‘a partnership, a group with powerful
international partners’ - among which are Crédit Agricole (France), Agnelli
Group (Italy) and Chase Manhattan Bank (USA) — with a very complex structure
of holdings and sub-holdings. '

‘Unlike the Mendes Gedinho and Espfrito Santo families, those of the
[¥Orey, Vaz Guedes, Soares dos Santos, Pinto Basto and Queiroz Pereira were
less dramatically affected by the new economic regime set up in Portugal after
the democratic revolution, although some of thelr companies were also
nationalized — as was the case of the Queiroz Pereira and D'Orey families. The
difficulties experienced by the Pinto Basto and D'Orey families were mostly
related to the considerable changes in the area of their usual business. The
decline of passenger ships and the increasing demand for air travel affected
the core sector of the family business at Cass E. Pinto Basto and at Orey
Navegacio. With the end of the tough demands imposed by workers’
syndicates in the first years of democracy, these family business affairs
remained much the same as before. On the other hand, the effects of the
internationalization of the Portuguese economy in the aftermath of the 1974
revolution, the liberalization of industrial development, and sbove all, the
stimuhss provided by Portugal’s entry into the then EEC, were decisive for
their subsequent development in new investment areas.
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The key position the family businesses held in the Portuguese economy
underwent a radical change with the 1974 revolution. They no longer
benefited from legislation in the form of advantageous industrial regulations
nor from the New State’s political and ideological convictions of family
values and are nowadays on an equal footing with companies with different
shareholding structures. The few family companies which have managed to
retain their leading role in Portugal’s present-day business world had to
adapt their structures, management and recruitment practices o the
demands of the modern economy. To analyse the complex processes by
which these Portuguese family businesses adapted to the new social,
economic and political demands of the country they now live in is a major
aim of this article.

Large Lisbon families form a community of practices

The families I examined form cohesive family universes that are the basis on

which powerful economic groups are groomed and trained. However, can we
Teally say that these family groups form a community — a social group aware
of itself, whose members share the same values, representations and practices?
At first glance, the only thing these groups of families have in common is the
nature and power of their economic and social activities in Portugal. However,
is the fact that they share the sense of belonging to the upper social and
financial echelons of society encugh to determine that these families form an
elite? Does this financially powerful group of families with their leading social

“and political role in the couniry really form a specific social group in
Portuguese society?

In 1965 in one of the most influential texts written on elite theory, Tom
Bottemore said: ‘One of the most problematical parts of all elite doctrines is the
assumptiion that men of power do constitute a cohesive group’ (Bottomore
1964: 34). In fact, we cannot base ourselves on this hypothesis otherwise
almost any group of important people would form an elite. The fact that these
families wield great financial power does not mean that their members form a
social group because wealth in itself cannot define where people belong
socially, and money has different meanings according to where it comes from
and who controls it.

Nevertheless, from the very first interviews I carried out, it became clear
that the people who belong to these business families share a great deal more
than just a place at the country’s business apex and that these family groups
merely seem independent. Apart from high social position, members of these
family groups share a lifestyle, interests, ideas, attitudes, behaviour, ways of
being, acting and dressing. What they have in common is a great deal more
embracing and meaningful that simply success in the business world; they
share a ‘group lifesiyle’, which is, in the end, what Abner Cohen defined as

‘the elitist mystique’.

Fliteness, the full assemblage of the qualities of excellence ... can be
learned only informally in high society’. This mystique is not just an
ideological formula, but is also a way of life, manifesting itself in
patterns of symbolic behaviour that can be observed and verified. The
ideology is objectified, developed, and maintained by an elaborate body
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moment for their
group and the family
to invest abroad:
"Portugal is teo big
for us to allow
ourselves that luxury;
don’t forget that the
country is not just a
small corner of
Eurcpe but also its
overseas provinces,
and the large invest-
ment we have made
there, as good
Portuguese citizens,
will not allow us to
take on anty other
apart from national
ones.” (Manuei
Ricardo Espirito
Sanio 1989: 44)
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The “exclusivity’
which is characteris-
tic to an elite growup is
considered, by most
authors who have
studied the matter, as
being a major elite
characteristic (cf.
Cohen 1981;
Bottomore 1965; Mills
1956; Nadel 1990;
McDonough 1989). It
is the basis of the idea
that an elite is a con-
spiratorial group
which reaches its
highest expression in
the way Meisel
suggest that the elite
develops the three Cs:
Conscious, Cehesion,
Conspiracy (cf.
Cohen 1981:
xvi—xvii). Exercising
control over who
may or may nor join
the tight-knit
network that makes
up the elite and
ensures that their off-
spring may continue
fo belong to it is the
key to maintaining
the status of the elite
across generations.

A number of authors
have put forward
definitions of
community with no
territorial basis and
argued that the basis
on which a
community is traly
shaped is the social
relations people
egtablish between
themselves. Thus
sociality is no longer
considered the result
of aggregation
processes and is seen
as the centre of the
shaping of social
communities, cf.
Calhoum 1980;
Worsley 1983; Lave
and Wenger 1991;
Sebral 2000 and Pina-
Cabral 200¢, should

of symbols and dramatic performances: manmners, etiquette, styles of
dress, accent, patterns of recreational activity, marriage rules, and a host
of other traits that make up the group’s life style ... Thisis a highly
elaborate cult and is acquired only through long periods of esoteric
socialization and training, largely within informal social contexts — the
family, the peer group, the club, and extracurricular activities of
exclusive schools’ (Cohen 1981: 2-3).

In addition o a common lifestyle, people in these families form a tight-knit
network of relationships which is difficult for a newcomer to penetrate.?
Members of these families get together in a number of different and
overlapping arenas: they have bonds of friendship, professional connections,
they go to the same schools and share the same group of friends, belong to the
same social clubs, have houses next to one another, and very frequently marry
into each other’s family. The range of places where they meet and socialize
promotes networks of more or less closed relations that tend to continue across
generations to promote further intermarriages, raising barriers against
interlopers. Of course some aspects that define belonging to an elite group can
be acquired or learned — that is to say, manners of speech and dressing, schools

~children go to, places families live in or spend their holidays. However, a

person will only be recognized as a frue member of the elite if they become
part of the dense network of staunch friendships and support that links
members of the group together. The ties that connect these men and women
along with their lifestyle and common fnancial, social and political interests
are rooted in a relationa! cultural process. Therefore, it is life within the
framnework of these complex and exclusive networks that provide the basis of

- collective identity shared by members of these families.

These families do not form, however, a real social group, because their
collective belonging is not based on the definition of a group with clearly
defined boundaries, but rather on a certain understanding of life in a
community which is built up on shared daily experiences.! What connect
these people are personal ties that go back a long way, common identity
clements, and similar life projects along with a vision of the world that will
continue to the next generations. Although not exactly a group, they form
what Jean Lave and Wenger describe as a community of practice (1991: 29): a
group of people who mix together and share the same set of values and ideals

that subsequently promote feelings of mutual identification and ensure the

groups’ unity, thus making us think of them as a perfectly identifiable social
group in Portuguese society.”

However, the community made up of these Lisbon families is not a
formal one and subseguently cannot be described in terms of formal
processes of integration, given that these interpersonal networks of
identification link people on the basis of intersubjectiveness. It is a
community of practices, representations and values, which unites people
who share a set of close relétionsh.‘ips and who see themselves as members of

' a collective group with the same past and who are now continuing the bonds

of affinities, habits and values they have in common, teproducing the
network of solidarity that unites them. Peopie who belong to a group of this
kind also tend to bring up their children in the social network they belong to.
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By means of their early chitdhood ties of friendship, members enter info a
community of practice that sets up the basis {hat will allow them to congnue
into the next generation, at the same time as they lay the foundations on
which they will reproduce in future generations the set of values and ideals
they now share. _ .

The informal processes with which elites organize their lives reveal,
however, that family and kinship continue 1o play an important role in
capitalist societies being as they are connected to the development and
maintenance of other forms of power. As elites are markedly familial enfities
whose systems to protect their accumulated weaith are rooted in processes of
mobilizing kin, anthropology is particuiasly well placed to analyse them, in
view of the fact that anthropologists’ research methods are well equipped to
examine forms of power that are not clearly formalized or institutionalized.?

That high-status groups exist in capitalist societies at all is a paradox: in
theory in a democratic society based on equality, there should be no social
distinctions and divisions. However, profound social and economic differences
exist and hence creafing contradictions in democratic societies {Bottomore
1965: 17-1%; Giddens 1974: 2—4; Cohen 1981: xvi; and Marcus 1983: 8-13). Tor
this reason, people who live in a privileged position in material, cultural,
political and social terms tend to deny that they belong foan elite, though they
are well aware of it, and seek to blend with the social background.

Analysis of how these groups are formed involves the theoretical challenge
of finding an answer to fhe paradox: a process which inevitably leads us to
rethinking the significance of family relations in modern societies. As elites are
considered the social nucleus that perpetuates and gives life to the
development of modern societal order, the fact that kinship plays such an
important role in the structure of primary relations between its members and
that the family is a central elerment in the maintenance of its organization as a
group is a surprising factor for those who stilt defend Parsons’s idea that there

ie o familism in modernity-

We are an old fanmily’ — the importance of time in familial identity

The study of families connected to large firms raises the question as {0 how
these familial worlds have remained united for so many generations. That
extended family relations have been kept up for a number of generations
results in great measure from the continuify of family businesses. Effectively,
an important goal for these firms is to prevail and continue with their common
economic project as there is a familial motive for its members’ economic and
professional commitment to it.

A family’s success ifl business creates strong bonds between partners and
encourages them to maintain family relationships. In other words, working
together towards the development of the family business - their source of
wealth and social status — is what creates the conditions for the family to
keep up relationships in a wide kinship universe made up of all the
descendants of the firm’s founder, and keeps them together as @ large family.
Kinship iies alone are not enough to create a family, but rather relatives must
share a feeling of collective identity that unites them across generations.

When the firm continues as a thriving concern with an excellent reputation-

and a large amount of profits, it contributes to keeping most of the founder’s
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be consulted.

11 1found only one

place in Lisbon whezre
this group of elite
families takes on the
shape of a discernible
group: as members of
the one Portuguese
upper-class club ~ the
Turf Club, where
Lishon's leading fam-
ities as well as
visiting European
aristocracy used to g0
(cf. Langhans 1973).

12 Although analysis of

elite groups is usual
in anfluopology (see
the predominance of
considerations on
relations of power,
structure and social
organization in most
anthropological liter-
ature, which reveals
that a great deal of
attention has been
given to the study of
social, economic, reli-
ious or political
dominant groups)
few anthropologists,
however, have
focused explicitly on
the matter. Laura
Nader (1969) was the
first to draw attention
to the need for
anthropologists to
'study up! i Western
society, Nader argues
that by studyving up.
anthropologists could
provide & new
perspective into stud-
ies made on power
and give an account
of the dynamics of
families and
networks of social
elites that had
remained in the back-
ground of acadernic
debate more
concermed in finding
out # there is a ruing
class or not. (The
more significant seg-




ment of studies on
elites in social
sciences have centred
on elites of power, on
the ruling classes cf,
Mosca 1939; Pareto
1980; Mills 1956;
Chandler 1990; and
Domhoff 1988}, Since
then, anthropological
work on the upper
classes of Western
society has slowly
advanced, with a
nuunber of authors
demonstrating the
presence and impor-
tance of dense
networks of kinship
in the upper echelons
of the social classes,
Among these, T want
to highlight Richard
Sennet’s pioneering
work on aristocratic
families in a Chicago
neighbourhood
(1980y; Susan
Ostrander on women
in Boston's elite fami-
lies {1989); Gary
McDonough on The
Good Families of

- Bareeloria (1989);
George Marcus on
dynastic families of
Texas (1992); Sylvia
Yanagisako on fami-
lies of industrialists
in northern Italy
(1991); Lisa Douglas
on familial relations
among the Creole
elite in Jamaica (1992)
and Beatrix Le Wita
on bourgeois families
in Paris (1988).

descendants together in a common familial and econormic project. The firm is
then a heritage they all hold dear — even those who receive no direct financial
dividends but only benefit indirectly from its social status — and promotes a
sense of family with a shared common substance, which guarantees their
continuity in time. The symbolic and economic dividends of the family
business are subsequently a vital contribition to familial continuity and
unity.

The large family firm is both a family project as well as an economic cre.
The relationship between the two arenas of achivity is ceniral to the
continuation of the majority shareholding by -farn_ily members in future
generations and that the family should endure as a social unit. With time,
these familial economic groups become just one unit — unifing family and
business. Thus family business brings together what the cultural concept
separates: work and family.

Family is a particularly pertinent factor in the definition of the social identity
of the members of these business families for whom distinction {in Bourdieu's
sense) is measured by means of antiquity and prestige acquired after several
generations: their members’ social identity is anchored in the past — in contrast
to the nouvenitx riches who lack a family history to legitimate a highly prestigious
social position. The idea of continuity conveyed by the antiquity of the ‘old
family’ is associated with the idea of a family project that evolves through a
number of generations, thus allowing it to escape the erosion of time.

Anchoring the identity of the family group in the past evokes a present-day
dimension of social existence and legitimates its social position, because it relies
on time and duration as criteria of social distinction. The ‘ballast of the past’
carries great weight in the families” development and subsequently members

‘dedicate a lot of time to the reconstruction of familial memory, and to the

preservation of the family’s public symbols. The narratives the farnilies provide
about their own history reveal how inseparable family and firms are in these
successful dynastic projects in that they systematically use the image of family as
central to the firm’s identity. Let us use an example to illustrate this argument.

~ The Vaz Guedes family business group published a book in celebration of
its fiftieth anniversary called A tradigdo de construir o Futuro [The tradition of
buiIdihg the future]. The fitle itself demonstrates how ifnportant the firm's
long history is as a feature for an efficient construction of the future. The
book gives an account of the firm's history and descriptions of ‘family sagas”
with each family member’s personal contribution to this collective project.

When my father and our grandfather decided to set up Somague, he
believed his fufure was linked to Portugal’s development. From one
construction work to the next, he managed to make his project come true
at a time when most people kept calling it a dream. In places where his
projects materialized in iron and cement, José Vaz Guedes instilled in all
his employees a feeling of group participation in the project which
produced what we call the Spmague culture. These are the values in which
we trust in the building of the future. For three generations, day after day,
“we have committed ourselves to continuing the work of our father and our
grandfather. This is the life work of a family and is closely intertwined
with the history of public works in Portugal, and we take pride in this,
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generation after generation ... We have made it our habit to build, stone by
stone, with rigeur, honesty and safety. This is our heritage. And it is in the
belief of these principles that we expect to pass the torch to the fourth
generation. It is our tradition to build the future (undated: 18).

The firm thus claims its prestigious reputation by means of its long duration

which demonsirates the continuity of the past until the present within the same

family, as if its current representatives could lay claim to their professional
legitimacy biologically. As a rule, narratives of the history of firms, of the
founders’ careers and the work of their descendants who continue their project,
are presented as examples of a lifetime and work — men with outstanding
capacity for work who are able to hand down their entrepreneurial spirit to
their offspring. In these narratives, the family spirit and unity are presented as
fundamental values that flow through a male family line, demonstrating that
the transmission of these values down generations is central to constructing a
firm's culture. The long history of the firm consequently allows us to see the
founder’s hard work as a quality that runs down the family line, as if the talent
for business and outstanding professionalism were family traits that could be
transmitted down generations.

The historical accounis of these firms lay stress on the familial
organization of these enduring economic groups, thus associating them with

the idea of tradition. However, this ideal association is in conflict with

hegemonic models in the present world market economy. Although these
family and social values dominated Portuguese society unitil the 1970s, most
Portuguese social groups abandoned them during the 1980s. Nevertheless,
Portuguese leading business families still maintain them as essential values as

they need io reproduce their extended family relations and to continue their
family common identity. In this way these values become central to the actual

continuity of the family firm as elite business families find answers to their
dynastic aspirations in aristocratic traditions. The social identity of these
wealthy business families is constructed upon aristocratic values (such as, for
instance, the male family line, patriarchal authoﬁty, antiquity, order of birth,
gender and Catholicism) which are strong elements in revitalizing the

- family’s ‘corporateness’ and lineage ideal.

In the last century, these families went through an historical moment in
which they were attuned to the Portuguese hegemonic model for a situation
based on values that are no longer the norm in Portuguese society and
therefore are considered ‘conservative’ and traditional. By their present-day
use of a set of values associated with a past social order, these families
nowadays reflect an outdated image clearly in conirast with their position as
leaders of important firms in the national and international economy where an
image of modernization is so vital to success. How do they resolve this
contradiction? I believe that we will find an explanation for the success of
these family businesses in the answer to that question. At important moments
in the development of these family firms, we can see the importance of

aristocratic ideals in practical decisions, and abowve all in the use of two

elements of social differentiation; the family surname and gender belonging.
The family. name is as valuable an asset to these firms as their shareholding,

because they are mostly named after the founder. To illustrate the essential -
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svinbolic significance of corporate managers bearing the family name (in other
words, the name of the firm itself), we will now look into the case of one of
these firms | studied where members tried to introduce professional managers
into the top executive positions.

The firm was in a chaotic state within six months. Our clients disliked
having to speak to someone they didn’t know. And worst of all, employees
in middle management positions would not take orders from people who
didn’t bear the family name. Emplovees refused to recognise their
authority to give orders as these NEW executives also were unaware of the
firm’s In-company rules. In order to Inanage a family business broperly;,
you have to have someone in there who belongs to the family. You know
what it's like. The owner’s foot is manure for the land. (Joaquim)

The aristocratic ideal of a prestigious familial world of long standing is E
particularly evident in these two aristocratic codes of differentiating men and = il
women. By using these aristocratic norms and precepts, a conservative and b
traditional image is constructed around their families which runs counter to _ b
their high social Pposition as top ranking professional businessmen. How do :
they get round this contradiction?

Aristocratic ideals and professional competence: the roots of
successful succession

I have been arguing that maintaining shareholding and executive control of
the family business is essential to their perpetuation aim. However to
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maintain their credibility and the trust of public investors in their companies, : Figur
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they must make sure that they have the best managers in their leading

executive positions.
ation and fraining in Portugal was mainly one of

Until 1974, professional educ
fearning through practice: young men Jearnt to work alongside their elders and
em. This method of training and

reached a level of professional efficiency with th

recruitment allowed mermbers of the families €0 join the company effortlessly, and
as long as young men learnt how to do their job well, young family members’
succession to the business was never 2 problem. Nowadays, neither this kind of
professional training nor recruiting criterion is used any longer because
professional education, training and competence are what matter now.

However, it should be noticed that in most cases I worked on, these
families” young men succeeded their fathers in theix positions in the companies
(see figure 1, 2 and 3). How do these business families manage o secure their
continuity in this new economic context? Nowadays the fixm can only remain &
famnily one - owned and ran by them - if the younger generations are
professionally good. However, in order to be competent managers, they have fo
invest in their professional education and training as only in this way will they -
be able to continue the project they inherited from their forebears.

Nowadays, the younger members of these families who want to join these
trans-generational business projects carnot simply inherit jobs in the business
but have to be ready to submit to public applications for staff recruitment.
Only through their own personal investment and commitment can they

hecome good professionals and then they can perhaps be selected for an

important position in their firms — a position they have to achieve through

their own merit and given proofs.

Therefore business succession among family members is not a simple
process of transferring shares, position and fortune to a certain individual in
the next generation. In crder to guarantee that the family can keep up the
business, family members must adjust their values to the new hegemonic
rules reigning over modern society and the market economy, which demand
excellent professional training along with meritocratic systems of staff
recruitment. In short, nowadays the continuity of large family businesses is

L AT RISES

Figure 1. Presidency sniccession at Espirito Santos family's enferprises.
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Figtire 3. Presidency succession at Vaz Guedes family’s eitlerprises.

only possible by overcoming a contradiction: members of the family must
balance family ideals of direct succession with the needs of modern
economics. In doing so, these families manage to reconcile the demands of
_the two forms of succession they are involved in — an inherited collective
identity and professional excellence — thereby easing the tension that exists
between blood and merit which inevitably underpins family businesses in
the global modern economy. The choice of a successor within the network of
kinship is cuwrrently based on criteria of meritocracy so that it may both
legitimize hegemonic economic rationality and the dynastic ideals of these
families. The Portuguese family firms I examined have managed to set up
processes to educate and groom competent professional managers among
their family members, and have thus transformed the familial criterion
guiding their future projects into forms of selection based on professional
. competence, :
Great investment in professional education and fraining of younger
generations starts at a very early age in the choice of schools. The best schools
and universities in the country and the world (graduate and postgraduate
degrees are frequently earned abroad; cf. Marceu 1987 and Lima 2001)
guarantee excellent professional education which will later allow them to
excel in the open selection for jobs in their companies. The fact that access to
the top positions in these family firms is made through public competition
creates the illusion that the system is rooted in a meritocracy process.
However, it should be remembered. that these young members of Lisbon’s
financial elite have access to knowledge that is not taught in schools: it is
taught informally within the family, throughout close relationships
maintained inside their social group. Exclusive to-this elite group is an entire
capital made up of family refationships and the privileged social atmosphere
they live in. This means that the early introduction of these young
professionals into the business world — which occurs since childhood - is an
important factor that distinguishes them from other professionals who are not
brought up in a business family.
In this professional and social context, the merit of the new generation thus
sterns from the powerful combination of various elements (economic power,
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sccial relations, high social status) which, when brought together, allow the
younger members of the business families to distinguish themselves from
other good professionals. Again it is worth noting that this composite capital,
which is a very powerful familial patrimony that encourages social distinction,
can only be built up with time after several generations. The fact that they are
old familics, that is to say, families traditionally involved in business, is an
essential factor when ensuring that the younger generations are capable of
taking on leading professional roles and thus accomplishing the continuity of
their social distinction, which reproduces the aristocratic values and principles
they hold as it is anchored in the past.

The muitiple interests drawing together partners and kin into these family
businesses ensures that means are established to ensure business continuity
which, in turn, allow those who share a commeon substance to succeed their
forebears in the family project. To achieve their aim of continuity, the large
business families managed to enmesh their family principles of lineal
succession with the professional competence and entrepreneurial qualities of
their heirs. This adjustment marks the most significant change in the
succession process in these Jarge family firms.

Blending the traditional with the modern: the key asset of leading
family firms

The success of this néw process of succession which ensures the continuity of
family firms is based on blending in a novel and efficient manner new
hegemonic models of modern economy with traditional dynastic family
concepts, and on adapting modern restrictions with their traditicnal family
values and ideals. Large family firms have thereby managed to legitimate their
ambitions for economic dominance at the same time as their dynastic 4
aspirations. The efficiency with which younger generations constantly reconcile ﬁ
modern values with traditional ones in their business affairs is one of the chief
advaniages of managerial professionals who belong to these families. The
business history of their families trains them to be businessmen from
chitdhood, and educates them in a system of social relations embedded in
business, which gives them an edge in their future professional lives while their
financial position allows them o get the best possible academic education.
Apart from having all they need to achieve a good grounding in business, they
also have the important symbolic and ideological goal which is that their
financial project continues a success. Relying on their family traditions allows
them to surmount the challenges and demands of new mazket forces.

We should not think, -however, that male succession lines in the
admirdstration of these firms — which demonstrates continuity of the family
project — mean that there are no changes within these organizations. On the
contrary, new members of each generation who take over the executive
positions in their companies make sure that the necessary innovations are
made to guarantee the firm's success in the future. This argument is
particularly useful in the analysis of business relations seeing that criticism
fevelled by specialists on family firms is rooted precisely in efforts to
demonstrate that the family imposes continuity in a market which is in
constant change and innovation (Jomes 1993; Gersick ef al 1997 and Lima 2001).
However, it should be taken into account that permanence in no way suggests
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that these family-run firms remain static. On the contrary, the successive
generations of the family in the top executive positions reveal the changes they
had to opt for when keeping different members of the family at the head of the
firms. Continuity does not mean a simple reproduction of the past as the nexi
generations do not merely reproduce the family firms in the mamner dictated
by their previous generations. The younger generations seek to construct their
own future by combining the composite capital they have inherited with the
new values and economic demands of their time and age and thereby create
their own means o produce the future. '

Although the family line of those who succeed fo the firms seems to follow
a ‘natural’ genealogical father-to-son sequence, members of the younger
generations endeavour to presentitasa demonstration of the firm’s periodical
modernization. Those who first enter the business wozld have to adopt their
contemporary criteria of professionalism and business relations to guarantee
the continuity of the firm’s success. The relationship between change and
permanence is subsequently crucial to the continuation of the founders’
project which is only made possible because business qualities are handed
down from generation to generation, each of these leaving its innovative mark
on the firm’s development.

Therefore this is not merely a simple process of transmission whereby
continuity is a reproduction of the past. We can see that there are really two
strands in this complex process: the declining generation which tries to

provide successors for their project and the emerging generation which seeks

to set up its own future by reproducing inherited capital on the basis of
newvalues and contemporary economic demands. Instead of reproducing the
family firm on terms dictated by the declining g_eneration, the emerging
generation creates its own means to construct the firms” future.®

Large family firms are thus a particularly illuminating example on which
to think about this blending of the modern with the traditional. These large
family firms invite us to see in their tradition and long existence a guarantee
of the quality of their professional competence. However, the continuity of
their success is only possible if family members are permanehﬂy up to date
with new management strategies and introduces clements of innovation in
the firm’s technology and organization. The efficiency with which the new
generations deal simultaneously with modern demands and with traditional
family values in their business performance is consequently one of the main
feats achieved by these large firms. It ensures the continuity of these projects
in a context that is defined by rational modern issues and fries to make a
break from personal and family relations. Nowadays, family members who
wish to take on the leadership of their family firms have to show they
deserve to be in key executive positions and that they have not merely
inherited them. Only in this way can they bring together the two ceniral
strands in current processes of succession and surmount the tension between
blood and merit which underpins the very notion of family firms in the

context of the modern economy.

The three-generation rule in family firms: the Portuguese case
The leading family firms I studied have been operating for several

generations. For instance, let us look at the extremely long history of the
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Pinto Basto family businesses (founded in 1774). The board of
administration of their family firms is now in the hands of the seventh
generation and there are already members of the eighth generation working
with them. This is an excellent example to show family firms do not
necessarily have a short lifespan nor that they are doomed to failure.
Despite recent problems related to the succession in the firms — with the
consequent sale of important shareholdings which remained in the family
until the 1990s — the present descendanis of José Ferreira Pinto Basto
continue to demonstrate great vigour and family unity whenever their
common inheritance needs it (see figure 1).

The family longevity in all the companies I analysed clearly goes against
one of the most important theories in family firms studies - that of the ‘three-
generation rile” — which argues that these firms tend to disappear by the third
generation {cf. McDonough 1989; Marcus 1992; Gersick ef al. 1998). The Pinto
Basto family with their eight generations, the Espiritc Santo and Mendes
Godinho families” five generations, the D'Orey farmnily’s four generations and
the Vaz Guedes and Queirds Pereira families with their three generations are
clear examples of how family firms do not necessarily have to be short-lived
nor bound to fail.

Large Portuguese family firms are not composed of family members only,
they also employ professional managers in middle and top management, a
trend that began before 1974, but became more significant after the mid-1970s.
As from the 1980s, when large firms and economic groups began to expand
again in the Portuguese economy, the cadres of professional management had
meanwhile grown much bigger as a result of the new economic policies and
the improvement in education and professional training that marked the
country at that time and which produced a robust middle class. However, in
these large family firms it is still rare to find these managerial professionals in
key positions, such as chairmen of boards of directors, Family members still
hold these positions and are at the helm of their companies’ future though, of
course, they surround themselves with skilled expertise in various areas. This
situation is not very comunon among the economic elite where family owners
of large enterprises tend to delegate management in professional executives
(cf. McDonough 1989; Marcus and Hall 1992 and Gersick et al 1997},

As I have already demonstrated, this situation does not stem from simple
nepotism or family privilege. It results from reconciling the desire to keep
family members in positions of leadership in their family firms with that of
setting up the conditions for this to happen. This is the result of a huge
investment, both at the family and personal level, of grooming young
suceessors. The reason why the owners of Portuguese family firms still run
their firms is, in my opinion, rooted in our country’s recent history.

I have shown that large Portuguese business families have managed to
create a process in which they groom professional managers from among
their own members, and thus transform family criteria that guide future
projects into forms of selection based on professional competence, The wide
range of interests uniting partners and kin within the family firms I
examined bolsters ways to ensure the continuity of their businesses. And
although mainly based on economic and professional models, it allows those
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who share the same family substance to succeed their forbears in their
common familial project. '

In conclusion, the particularity of the Portuguese case in the
demystification of the three-generation rule in family businesses contradicts
the notion that growth and efficiency in a family business can only be expected
when its administration is in the hands of an expert rather than by a family
member, As I have shown, the main family business groups in Portugal are
currently at their fourth, fifth or eighth generation and show no signs of
decline or that they are routinely employing professional administrators
outside the family to take over the executive positions of their firms.

I will take the example of the Espirito Santo family to defend my
argument. When members of this family left Portugal in 1975, they left
behind them all their material property. They began again their economic
activities abroad and soon rebuilt their financial empires. The democratic
revolution of 1974 caused a violent shock to these firms’ internal processes of
development as well as their familial cycles. With the loss of control over
their companies, they had to start their economic lives anew. To this end,
they had to depend on two basic factors: family connections and their
excellent international social and financial connections. Members of this
family lost most of their possessions. However, they did not lose what
eventually proved the most valuable: their social status and their worldwide
financial reputation.

This brings us back to a question that has already been addressed This
social group’s vast power derives from. the fact that the capital which
legitimates their status is not only economic. It is a composite capital which
interconnects and mutually remakes a vast financial capital, great political
capital and considerable capital in significant social contacts. The fact that
members of these families managed to recover their outstanding position
demonstrates that even when their financial empires and social position
seemed to have collapsed, they kept what was needed to rebuild their situation.
The ‘credit’ — not only in financial terms but also in their contacts and respect
given them on a professional level — the six leaders of the Espirite Santo Group
enjoyed in the international financial wotld became evident when they rapidly
and efficiently began to operate again in the international business world.

In the opinion of a family member, the reconstruction of the Espirito Sanio
Group in the aftermath of 25 April is largely due to the high reputation the
Espirito Santo name had internationally and also to the amount of support
they immediately received as a result of the trust both Portuguese and foreign
collaborators deposited in the family and was renewed because of the way the
group’s feam set about reorganizing. After ten years abroad, the Espirito Santo
family took the first step to begin again as a business group in Portugal and
bought a small investment company - now Banco Essi. When the Companhia
de Seguros Tranquilidade was privatized they bought it back, in association
with the Agnelli et Frére Group, These two partners together with Crédit
Agricole - already associated with the Espirito Santo Group at the Banco Inter-
Atlantico de Investimentos in Brazil — were the main partners in the purchase
of Banco Espirito Santo e Comercial de Lisboa (BESCL). The group is
nowadays established Portugal, Brazil, Paraguay, USA, Switzerland, UK,
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France, Germany, Belgium, Spain, Angola, Mozambigue and hopes to
establish itself in China.

This example demonstrates that when the Espirito Santo family were
recovering their former position in the international economic and financial
world, members of the family could not rely merely on professional managers.
They had to do the work themselves as only they had the composite farnilial
capital to do so. With no liquid cash, the only capital they had to show and to
persuade new partners o irvest in them was the record of past successes, their
reputation and competence. The family’s professional skills and management
experience, together with the reputation they had eamed through successil
entrepreneurial generations, were a powerful combination to help them succeed
with their financia} plans when they were going through extremely difficult times.

We could well have not returned. We had a very good set-up abroad. But
you know what it’s like. Portugal is our country. Things of ours and some
of the family were here. So, as soon as the moment seemed right, we began
to invest in Portugal. First, we bought an investment society and then the
BIC. At the fime that BES was nationalised, BIC was primed for expansion.
We had to come to a decision. Invest in a business that was demonstrably
safe or then buy back from the state something that was ours, something
that had our name. Naturally we fought for what was ours. It was unfair,
of course, but that's no longer of any interest {Jodo Paulo).

When they had achieved their aim of rebuilding a financial empire as
powerful as the previous one, members of these families were so proud that
they wanted to show they deserved their success, power and reputation. On
the other hand, having managed to buy up their former companies from the
State, the heads of these families would never agree to hand over control of
their financial interests — which had cost them so much to recoup — to
professionals outside the family. This could be just a symbolic and emotional
attitude, but their capacity to bring it about is also a demonstration of their
professional capacity and the success of family succession to the leadership
positions of their companies. As a consequence, they manage to keep the top
executive jobs and management for themselves, while at the same time, they
show that continuity of their success depends on the family’s good work and
not on family privilege and nepotism.

In the case of the Espirito Santo family, the fifth generation is already
working in the group and will soon be able to take over executive positions.
Fourth generation members of the family now occupy these positions at
various levels of the hierarchy. The companies that this groﬁp control, or have
interests in, continue to be the collective project most family members —now in
their corporae fifth generation - defend and act as effective bonds to unite the
different branches of the famity.

The break that came with the 1974 revolution played an extremely
important tole both in the development of these firms and in the lives of the

individual family members.

Suddenly, from one day to the next, I didn't have money to pay the grocer
ar feed my chitdren. Nothing. They had frozen oux accounts at the bank so
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we had no money at alt (Clara).

On 11 March, T was arrested after lunch along with my brothers, my
uncle and my cousin (Jodo Pedso).

That whole time was very strange. Suddenly, there T was in prison
with my brothers and my friends ... There didn’t seem to be a way out of
the situation, and I knew that my wife and children were very worried
and wanted to leave the country but would not leave me there on my own
{José Alberto). .

However, the mark it left was not just in the unpleasant and dramatic
consequences that emerge in their personal accounts of what happened. In
addition to those kind of stories, they also tell of the innumerable offers of help

and support they were given:

The support foreign banks showed our family was fantastic when they
gave us loans at a special rate of interest so that we could start again our
businesses and live decently (Mariana).

In spite of everything, 25 April was a fantastic experience for us. We
were given so much international support. Offers to help us leave the
country by plane-or ship, former frauleins who volunteeréd to help. We
have always had a very good relationship with our staff and they too
showed us a great deal of respect during those difficult times {Sebastiao).

At the same time, stories are also constantly told that reveal the astuteness, skill
and know-how of family members who managed fo surmount the situation
thus producing narratives that seek to confirm their legitimacy and reputation.

Tt was the huge skill and vision of this small group of executives, who —at
a very difficult moment psychologically — were at the helm of the
reconstructon of the economic group on several fronts, that allowed us to
get to where we are now (Paulo José).

Before 1974 we had no investments outside the country. Only in the
colonies, Angola and Mozambique. We ate now a truly international
: group. If, by any chance, something like 25 April happened again, things
' would be very different now (Jodo Paulo). i

These large Portuguese family firms’ vigour and longevity stems, in my
view, from the reversal of the social and economic order the democratic
revolution brought with it. In fact, the new social and political order we
have lived in since 1974 has created a very special environment in which the
third, fourth and fifth generations now manage their firms. On the one
hand, the situation has changed with regard to the scant
internafionalization of the Poituguese economy during the New State,
which was effectively a mechanism that limited the growth of Portuguese
economic groups. In this sense, the 1974 revolution ended up playing an
important role in reactivating these groups’ and families’ business affairs,
giving them new chances to expand.

On the other hand, the younger generation got fo their leadership
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positions in their family firms during the mid-1980s with outstanding vigour
and strength. Far from being able to rest on the laurels of their great
achievements, they had to prove further their skills in order to keep control
of the firms and return to Portugal, or, in other cases, rebuild their companies
and recover their leading positions among the Portuguese financial elife. In
order to mainfain that position, they have to supply the next generations
with a great capital in relationships and give them proper professional
training. Supplying future generations with this composite inheritance and
that training is subsequently the most efficient tool with which to legitimate
the succession of the younger generations to the administrative positions of
Portugal’s family businesses.

The democratic revolution had a very widespread and significant effect on
the life-paths taken by these large families. In fact, it was to become an
important factor in their reactivating their businesses thus giving them the
opportunity to expand. The weight of this historical event lies heavily on the
lives of these people and is consequently much tatked about. Due to prevailing
workers” demands, the post-revolutionary period was difficult for most
Portuguese firms, but very particularly for the continuity of these large family
groups as they were closely comnected with the former regime and the
syndicates targeted them for a great deal of attention.

The exireme change in Portuguese society at a political, economic and
social level also introduced great changes in these families” political, economic
and social lives. It urged them to hold on to firms with their family name as
they are businesses set up by their forefathers, and gave them the vigour and
mission to modemize and develop their corporate interests which might have
proved difficult had there not been so great a break. These large
entrepreneurial families felt the need to reorganize themselves with financial
partners after the 1974 revolution so as to face and overcome a particularly
adverse set of circumstances, and this gave them the opporhunity tfo
restructure and reassert themselves as modern business groups. To do so, they
used their professional skills along with their most valuable capital: their lIong
tradition in the corporate world, a tradition built up on their achievermnents and
an accumulation of solid evidence. They established themselves as modern
companies founded on their most basic values — tradition and antiquity -
which, paradoxically, classify them as ‘conservatives’.

In the end, it could be said that the revolution which brought down the
pohbcal regime that had allowed these large family businesses to expand, also
laid the foundations for them to renovate their business by providing the
family members with the unexpected drive that produced the dynamics, unity
and support that saved them from the ‘three-generation’ decline. Ironically, the
break brought by the 1974 revolution was fundamental to creating the
indispensable "conditions for these families and their firms to reorganize,
which then allowed them to continue as the major social and economic group
they are in Portuguese society.
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