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Abstract 
This paper presents the study of family firm demographic characteristics on the base of 415 
Swedish family companies. The main purpose is to investigate if there is a connection 
between the location of a family company and its size, age and industrial sector.  

The results of the study showed some distinctions of the family firms located in rural areas. 
They are usually of smaller size compare to those from more urban areas. The prevailing 
types of activities of the rural family companies are manufacturing and wholesale whereas the 
urban family firms dominate in the service sector, especially in the branches demanding high 
level of education and technology. There was also an attempt made to detect the relationship 
between the location and the age but there was not found any prove for this relation to exist.  

Also there was found evidence that most of the Swedish family companies are situated in less 
urban and rural areas which is in line with the results of previous studies in this area.  
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Introduction 

For a family firm choosing a location of a business is one of the most significant strategic 
decisions. The concept of family business consists of two important components, family and 
business and it is indubitable that it can be hard to balance the needs of a single family and the 
demands of the market.  

There has been much research about the differences between family and non family firms but 
there is surprisingly little written about their location preferences. Do we expect to see more 
family businesses in rural areas? There are two opposite opinions on this account. Yes, say the 
British researchers Westhead and Cowling (1996b) who after having studied the behaviour of 
a few hundreds of family firms situated in different regions of the UK proved that the 
majority of family and non-family firms are located in urban areas but family companies 
clearly and consistently are overrepresented in rural areas (i.e. with population less than 
10,000 people) (Westhead and Cowling, 1996b). Their findings are partly supported by the 
Swedish researcher Emil Emling (2000) who showed that family businesses in Sweden are 
clearly situated in counties which are outside the big towns and cities and have less than 
100,000 inhabitants. The explanation for this conclusion is that the life in the countryside 
offers limited opportunities for building a career and that the constant arrivals of new firms on 
the market disfavours the existing family companies (Emling, 2000). 

But not all researchers support the idea about prevalence of family business in rural areas. 
Mikael Samuelsson in his study about Swedish family firms concludes that most family 
companies situated in three main Swedish cities (Stockholm, Gothenburg and Malmö) and 
also around the big lakes (Samuelsson, 1999). However, the results were not significant and 
can be explained by a biased sample even if the companies from the sample are well spread 
over the whole country.  

The majority of research on family business that has been carried out deals with the sole issue 
of comparison of performance of family and non-family firms (Westhead & Cowling, 1996b; 
etc) and there have been a number of studies regarding family and non-family business in 
Sweden from the performance point of view (Gandemo, 2000; Emling, 2000; Samuelsson, 
2000). But to the best knowledge of the author there have not been previous research 
exploring the firm demographics (location, size, age, industrial sector) in Sweden.  

1.1 Purpose and outline 

The purpose of this paper is to analyze the location preferences of the family firms in Sweden 
in order to discover the eventual relationship between the family firm location and its size, 
age and industrial sector based on the sample of 415 Swedish family enterprises. With this 
paper the author is trying to make a contribution to family business research by examining the 
four groups of family businesses divided by the degree of urbanization and the impact of their 
location preferences on other demographic variables. 

The paper is structured as following. Further in this chapter the general information about 
family business is presented. Chapter 2 focuses on the background and theoretical framework 
and covers the key aspects of the thesis such as location, size, age, industrial sector. It also 
states the hypotheses tested further in the paper. The following chapter 3 describes the data 
used for the analysis and tests the hypotheses with the help of tables and figures. The results 
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of the statistical analysis are presented in chapter 4. The paper ends with the conclusion, 
limitations of the thesis, appendices and the reference list. 

1.2 Family business in Sweden 

The section as a part of the introduction chapter explains the concept of a family company 
focusing on defining it. It also gives an idea about the size of family business in Sweden.  

1.2.1 Defining the family business 

Family business is a rather young area of studies. One of the main problems in studying the 
family business is defining it. There is no single definition and broadly speaking, any 
company independent of its size, business operations and organizational structure which is 
owned by one family or family units can be described as a family firm (Poutziouris & 
Chittenden, 1997).  

Westhead & Cowling (1996) define a family company as one in which more than 50% of the 
shares are owned by a single family group linked by blood or marriage and the company must 
be perceived to be a family one by its owners. Both two criteria must be strictly fulfilled and 
if the first condition is somewhat easy to find out, the use of questionnaires or interviews can 
be necessary in order to fulfil the second criterion. 

There are some researchers who define a family firm as the one that has succeeded to a 
second or later generation. However, it can be considered too limited in the sense that the first 
generation family companies are a majority of family firms and deserve study in their own 
(Wall, 1998). 

As for the Swedish studies, there are a number of definitions of the family company presented 
in the report of Gandemo (1998) who collected a lot of research on the definition of family 
business from different countries. Another Swedish researcher Svante Brunåker, in his doctor 
dissertation named three conditions for a company to fulfil in order to be a family company: 
1) Family control 2) Family member i management 3) Transfer of the company to the next 
generation. If the first two conditions are easy to operate, the third one is a little tricky. The 
family who has run a company for many years planning to pass it to the next generation, will 
suddenly stop being a family firm if decides to sell it on the market. (Brunåker, 1996).  

At the absence of a single definition of a family firm, the use of surveys sent to companies can 
be helpful. This is a convenient way of solving the family business definition problem. The 
management of the companies decide if they consider themselves to be a family firm or not. 
The similar technique was used to get the sample used in this paper. The questionnaire created 
by the students and personal of Jönköping University was sent to 2250 Swedish firms where 
they were asked to answer if they consider themselves to be a family firm. 40% of the 
companies responded after the second round of the send-outs (Duggal & Giang, 2010). Only 
the firms that answered positively compose the sample used in the paper. 

1.2.2 The family business sector in Sweden 

In 2006 one of the leading consulting firms in Sweden Öhrlings PricewaterhouseCooper made 
a big survey on family firms in Sweden and the results were presented in the report “Tillväxt i 
familjeföretag”. Family business in Sweden is responsible for over 50% of all the cash flows 
from the private business into the Swedish BNP. 58% of all employed population work in 
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family companies, mainly with more than 50 employees. 80% of all family firms would like 
to stay and continue their activity in Sweden. This makes the family business in Sweden one 
of the most important instruments for economic development (Öhrlings 
PricewaterhouseCooper, 2006).  

One of the biggest problems for the private business in Sweden is the transfer of ownership. 
Every tenth owner of a small company counts on passing the ownership in the nearest year 
and every third small firm will change the owner during the period of one till three years. In 
the nearest ten years the whole of 60% of small companies in Sweden are expected to replace 
their owner (Nutek, 2007).  

As for the family firms a sufficiently big number of them are run by people born under 1940s 
who are going to be retired in the next ten years and are in need of new owners already now . 
According to Sveriges Radio if no buyers are found, a few thousand of enriched family firms 
will have to cease to exist (Eriksson, 2007). So the transfer of the ownership to the younger 
generations is a high priority problem for Sweden. One of the reasons for this could be that 
under many years it had been easier to sell the family company and divide the money between 
the inheritors instead of transferring the ownership to them due to high inheritance and gift 
tax. Now when these taxes no longer exist, the most obvious reason that a company does not 
reach the next generation is that the new generation is not mentally ready to take over a 
business and at the same time the old owners are not ready to pass the ownership (Forne, 
2010). According to the report from Öhrlings PricewaterhouseCooper (2006) the whole of 70 
% of family firm owners have not even thought of who is going to take over the firm. 
Nevetheless up till 60% admit that they would like to keep the business in the family. 

2 Theoretical framework 

The goal of this section is to find out the demographic preferences of family firms on the base 
of previous studies of researchers from different countries. 

2.1 Location 

There are many factors influencing the choice of location for a company. “Every business 
locational decision involves real estate. The location and character of the improved business 
site are often the key elements in determining the profitability of the enterprise.”  (Wendt, 
1971, p. 1). 

According to Wendt (1971) there are three groups of factors influencing the business location 
decisions: 

1. Cost factors – land, labour force, material and transportation. 

2. Demand factors – size of the market, location of competitors, sales potential. 

3. Intangible factors – preferences for a particular environment, safety and other personal 
and family considerations. 

The choice of location is especially important for family companies as they often face a 
dilemma in the choice between cost and demand factors (market factors) and intangible 
factors. A small family firm will most probably choose to establish a business in close 
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proximity to the place of residence which can substantially decrease a number of location 
alternatives.  

One of the empirical goals of the paper is to find out the location preferences of family 
companies. As already mentioned in the introduction part there are two points of view 
concerning urban/rural preferences of family firms. British researchers Westhead and 
Cowling found that family companies are more likely to be situated in rural (as opposed to 
urban) areas (Westhead & Cowling, 1996b). One of the reasons that family businesses tend to 
be underrepresented in urban areas can be associated with the high levels of new firm entry 
and exit. Such turbulent circumstances may not be favourable for the long-term survival of 
family businesses (Poutziouris & Chittenden, 1996). Another reason which is tightly 
connected with the first one is that because of the lower density of economic activities, the 
number of potential competitors is much smaller in rural areas than in urban areas which gives 
a chance for an infant firm to develop (Vaessen & Keeble, 1995). 

On the other side the location of business in urban areas has also its advantages. Even though 
the environment in urban areas is more competitive due to a high number of rivals, it makes a 
company look for new solutions, innovate and upgrade its technology in order to achieve 
competitiveness. 

Another way to look at the problem of location is from the point of view of environmental 
stability. Brewton et al. (2010) using the data from 311 rural and urban American family firms 
showed that in the case of rural firms there is a negative relationship between the resource 
variable, which is the aggregative variable for human, social and financial capital, and 
resilience. The more a family business owner has invested financially or technically into the 
community and the more that work problems were brought in to family life and family tasks 
were done at work, the less was the level of reported resilience. With urban firms the level of 
resilience was found to be higher due to the fact that the business was considered a way of life 
as opposed to a way to earn income. The findings of the study also emphasize that the 
contributors to resilience differ for rural and urban firms. The set of social variables such as 
meaning of firm, crossover of family and firm tasks, meet firm cash flow with household 
income, etc was a significant component of rural firm resilience but not the urban firm 
resilience and this may play an important role at the time of a disaster (Brewton et el., 2010).  

Based on the information provided above the following hypothesis can be formulated: 

H1a: Most of the family firms are situated in less-urban and rural areas 

This hypothesis is to be tested twice: first with the help of the table and figure and then using 
the statistical method. It is done in order to make the results more solid which also gives more 
strength to the study. 

2.2 Size 

The goal of this section is to investigate the rural and urban family firms from the position of 
their size. The previous research on the subject is very limited and to the best knowledge of 
the author, no previous studies have been made on this in Sweden. One of the solutions to this 
problem could be using the theoretical studies on the differences between the size of family 
and non-family firms and the size between small and medium rural and urban firms in order 
to try to reach the goal of the section. However, the result of this will contain some 
limitations. 



 9 

There has been a number of studies showing that family firms are mainly older but smaller 
than non-family firms (Westhead & Cowling, 1996b; Wall, 1998). Similarly Donckels and 
Fröhlich (1991) in the study on the base of 1,132 small and medium (less than 500 
employees) enterprises from eight European countries detected a negative relationship 
between the size and the number of family businesses. Below in the table one can see the 
results of their study. 

Table 2.1 Relative share of family businesses among all businesses, by size class 

Number of employees Relative share (%) 

1-9 77.4 
10-19 69.2 
20-49 67.8 
50-99 51.6 
100+ 50.8 
Source: Donckels & Fröhlich, 1991 

None the less, not all researchers hold with the conclusions above. Poutziouris & Chittenden 
(1996) found no statistically significant relationship between the number of employees in 
family and non-family firms. However, they admit that their conclusions are very tentative as 
it is known that a strong relationship exists between business size and age. 

As for the previous studies about Swedish family firms, they are more in the line with 
Donckels & Fröhlich (see for example, Samuelsson, 1999). According to Emling (2000), the 
share of family businesses is higher for companies with 5-9 employees. Therefore based on 
the information above it can be assumed that family firms are overrepresented in small size 
categories. 

The next step is to find the connection between the size of a small company and its location. 
As it can be expected due to a lower density of population, firms in rural areas are also 
smaller than those in urban areas. It was proved in the research of Smallborne, North and 
Leigh (1993) who studied the demographic differences of British firms situated in the urban 
area (London) and the rural area (northern rural counties). 

Table 2.2 Size structure of London and rural firms 

London Rural Total 1990 

Employment No. % No. % No. % 

1-9 31 25 38 48 69 33 
10-19 24 19 11 14 35 17 
20-49 49 39 21 26 70 34 
50+ 22 17 10 12 32 16 
Total 126 100 80 100 206 100 
Source: Smallborne, D, North, D. & Leigh, R., 1993 

The result from the table above indicates that SMEs in rural areas have a tendency to be 
smaller. This conclusion is also supported with the newer statistics: In 2005 the average rural 
business in England employed 6 employees. This compares with 16 employees in urban firms 
(Commission for rural communities, 2007).  

There is a number of studies from Sweden that supports the assumption made before , for 
example, in the report of Counties Agency (Länsstyrelsen) from 2010 about Västmanland, 
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one of  the counties in Sweden which can be considered  rural. Of approximately 10,000 
enterprises of Västmanland 90% are so called micro-companies with less than 10 employees.  

Based on the previous studies and the assumptions made above the following hypotheses are 
suggested: 

H2a: Rural family firms are mainly of a smaller size than urban family firms 

H2b: There is a relation between the size and the location of a family firm 

Hypothesis H2b is more general and results from H2a: if H2a is not rejected, H2b is 
automatically not rejected either. The distinction between the two is that H2a is tested on the 
base of the sample using the tables and figures and H2b is tested using the statistical methods. 
The latter takes also into account that the rural family firms can be not only smaller but also 
bigger than the urban ones as it checks for the presence of the relationship. But as opposed to 
H2a it cannot answer which kind of relationship it is. But more on this further down. 

2.3 Age 

Another demographic variable mentioned in the beginning of the paper is the age of the 
company. And if in the case of size there are a great number of studies showing the 
relationship between the number of employees in a family firm and its location, the 
connection between the maturity and location is not so straightforward.  

Many researchers argue that the risks of family related issues is the extra load on family 
companies which results in the fact that family firms are less likely to survive for long periods 
of time. American evidence supposes that only 30% of all family companies reach the second 
generation (Poutziouris & Chittenden, 1997). On the opposite side the British studies of 
Westhead & Cowling (1996b) found out that family firms are mainly older than non-family 
firms. 

Already mentioned in the previous subchapter the British researchers Smallborne, North and 
Leigh (1993) in their study consider also the age of small companies situated in urban and 
rural areas. Their results indicate that rural SMEs tended to be younger than their London 
counterparts – nearly half the rural firms (48%) were founded in the last 10 years compare 
with a quarter (27%) of the London firms. The results are also in the line with the findings of 
other researchers (for example, Keeble, D. & Tyler, P., 1995).  

Even though the evidence above does not give the whole picture due to the lack of the 
previous research, the following hypotheses are suggested: 

H3a: Rural family firms are younger then urban family firms 

H3b: There is a relation between the age and the location of a family firm 

As with the case of the employment size the two hypotheses formulated above are not equal 
to each other. H3a is based on the previous research in this area while H3b is more “general” 
and helps to find out if the connection between the location of the family firm and the age 
exists on the whole.   
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2.4 Industrial sector 

It is usually argued that, due to specific agglomeration advantages, large urban 
agglomerations and core regions function as a breeding place for innovations (Vaessen & 
Keeble, 1995). On the other hand Phelps, Fallon, Williams (2001) agree that major urban 
areas or highly-urbanized regions may offer significant markets for some sectors of the 
economy. However, they state that because of the improvements in transport technology and 
infrastructure and the increasing ‘roundaboutness’ of the manufacturing process, the need to 
locate an enterprise near major settlements that represent the major markets has been 
diminishing for a increasing number of manufacturing and service industries (Bairoch, 1988). 

Comparing London and rural areas Smallbone et al. (1993) underlined that one of the 
characteristics of remote rural industry was the relative absence of established SMEs in the 
more scientific and medium and medium high-technology sectors. In rural areas there is a 
higher proportion of craft-based firms and a lower proportion in the science and technology 
based sectors. Another characteristic of the industrial differentiation is that in several sectors 
the rural firms were drawn from a narrower range of subsectors than the London firms were. 
For example, in the printing sector the rural firms were mainly engaged in commercial 
printing while the London firms offered more diverse service. Though, this is not valid for all 
branches. In the clothing sector the rural firms were spread across several subsectors whereas 
the majority of London firms were concentrated on the women outerwear and light outwear 
subsectors (Smallbone et al., 1993). One of the reasons for this could be a focus on specific 
market niche which gives comparative advantages for rural areas. 

As for the Swedish rural production one tends to think about the so called areal production 
meaning farming, woods etc. It covers 2% of the employed population in Sweden and 8% of 
the GNP (Statens offentliga utredningar, 2006).  

In Sweden 87% of employed population in urban areas work within the service sector. For 
rural areas this number is 63 %. The industrial production can be divided into three categories 
with the regard to the capital used: 

• Work intensive - includes almost half the working force in these categories in rural 
areas and slightly more in urban areas. 

• Knowledge intensive - this covers 24 % of production in rural area and 41 % in urban 
and even much higher numbers in metropolitan areas. 

• Capital intensive - this applies to paper, steel and mineral industries and covers the rest 
of the industries not mentioned in the two categories above with a large 
overrepresentation in rural areas (Statens offentliga utredningar, 2006). 

The evidence above provides the following hypotheses: 

H4a: The industrial production of family firms in rural areas is more manufactured than the 
one in urban areas. 

H4b: There is a relation between the industrial sector and the location of a family firm. 

As H4b is similar to those in the case of employment size and age of family firms, the 
hypothesis H4a demands more detailed explanation.  
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One of the reasons to believe that manufacturing is prevailing in rural areas is based on the 
competitive advantages. Rural areas perceived to offer more favourable conditions than the 
urban sites. The manufacturing production demands space and firms become constrained by 
the quality and quantity available in urban areas and therefore relocate to rural sites which 
offer more opportunities for expansion. They also seek to increase the profits by taking the 
advantage of production costs like land prices which tend to be lower in rural areas (Woods, 
2004).  

2.4.1 Specialization quotient  

It is obvious that the choice of a location affects the economic activity of a company and a 
family firm is not an exception. The conditions for the firm often depend on other firms that 
are situated in the area. The size of a region also becomes important as it has an effect on the 
industrial structure in the region. One of the preconditions for establishing a company is the 
presence of a sufficiently high demand in order to use the advantages the economies of scale. 
Some industries are dependent on a local demand which in turn depends on accessibility to 
potential customers. Above all, the costs of production differ between the regions (Bjuggren 
& Eklund, 2006). 

The analysis of the industrial sectors of the economy would not be full without mentioning the 
regional differences from the point of view of specialization. One possible way to do it is by 
comparing employment in this region in a specific industry to the national average. There are 
a number of coefficients that help to find the evidence of specialization of a given region in a 
particular industrial activity and one of them is so called “specialization quotient”. This 
coefficient measures the degree of specialization of the region in different industries and 
compares it to the national level.  

Given a region r, the specialization quotient (µ) is defined as µ = 
m

m
i

ir , where mir is the 

fraction of people employed in a sector i and mi is a sector share of total national employment 
(Bjuggren & Eklund, 2006). 

The degree of specialization depends on the value of the specialization quotient. When a 
region has a share of employees in a particular industry that matches the national average, µ 

becomes equal to 1. If it is greater than 1, the region is assumed to have a disproportionally  
large share of the number of employed in the industry, and vice versa (Bjuggren & Eklund, 
2006). The table below shows four different specialization categories based on the value of 
specialization coefficient µ. 
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Table 2.3 Specialization categories 

Specialization category Specialization quotient (µ) Degree of specialization 

Category 0 0.0 ≤ µ < 1.3 No specialization 

Category 1 1.3 ≤ µ < 2.0 Specialization 

Category 2 2.0 ≤ µ < 2.5 Strong specialization 

Category 3 2.5 ≤ µ  
Very strong 

specialization 

Source: Bjuggren, P.-O. & Eklund, J.,  2006 

Interpreting the specialization quotient, one has to remember that this coefficient is a relative 
measure. The specialization in the region is measured in relation to the national composition 
of industries. This implies that there are two ways by which a specific quotient can fall down:  
the decrease in the share of employment or the increase of the share in the country as a whole 
(Karlsson & Klaesson, 2000). 

In order to make the comparison of industries easier, it is convenient to divide all the 
industrial activities into two big groups based on the first two digits from SIC (Swedish 
Industrial Classification): manufacturing sector (10-45) and service sector (50-92). By turn, 
the regions are also divided into three big groups: large regions, medium region and small 
regions based on the size of the region.  

The two tables below show the share of manufacturing (Table 2.4) and service (Table 2.5) 
industries in different categories of regions.  

Table 2.4 Share of industries in different categories (%) in the private service sector (SIC 50-92, excluding 

61, 62 and 75) 

Specialization 

category 

Large 

regions 

Medium 

regions 

Small 

regions 

Category 0 85.7 92.1 82.1 

Category 1 12.7 6.9 13.8 

Category 2 1.6 0.7 2.6 

Category 3 0.0 0.2 1.4 

Total 100 100 100 

Source: Bjuggren, P.-O. & Eklund, J.,  2006 
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Table 2.5 Share of industries in different categories (%) in the manufacturing sector (SIC 10-45)  

Specialization 

category 

Large 

regions 

Medium 

regions 

Small 

regions 

Category 0 73.3 73.5 68.0 

Category 1 17.0 12.7 11.6 

Category 2 1.1 3.6 5.0 

Category 3 4.5 10.2 15.4 

Total 100 100 100 

Source: Bjuggren, P.-O. & Eklund, J.,  2006 

As it can be seen from both tables above, the specialization pattern differs substantionally in 
the two sectors. In the case with the sector service Category 1 (specialization) and Category 2 
(strong specialization) are prevailing in the small regions while the large and medium regions 
tend to dominate in the extreme classes 0 (no specialization) and 3 (very strong 
specialization). 

In the manufacturing sector the situation is somewhat different. Small regions show a 
relatively high degree of specialization – their share in Category 2 (Strong specialization) and 
Category 3 (Very strong specialization) is higher than the one of large and medium regions.  

It can be concluded that the higher degree of  specialization can be expected in economically 
smaller regions but possibilities for regional specialization are much more limited in the 
service sector than in the manufacturing (Bjuggren & Eklund, 2006). 

3 Empirical background 

The chapter explains the empirical background of the problem using the sample of 415 
Swedish family firms. It includes description and distribution of the data from the point of 
view of four demographic variables: location, size, age and industrial sector and with the help 
of tables and figures tests the hypotheses stated in the previous chapter. In the end of the 
section some assumptions about a typical Swedish firm are made.  

3.1 Data collection 

Out of 1063 Swedish companies responded to the questionnaire (see Chapter 1.2.1), there 
were 415 firms that considered themselves to be a family firm. These companies compose the 
sample used in the paper. The firms are categorized based on the number of employees as 
consistent with SCB (The Statistical Central Bureau in Sweden) and only the companies with 
at least 5 employees are presented in the sample. 
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Table 3.1 Size groups of the companies responded to the questionnaire 

Size group 

Companies 

responded after the 

2nd round of the 

send-outs 

Companies answered 

positively, thereby 

considered themselves 

to be a family firm 

% of the companies 

answered positively 

5-9 217 105 48.4 

10-19 124 70 56.5 

20-49 98 51 52.0 

50-99 150 64 42.7 

100-199 94 37 39.4 

200-499 92 45 48.9 

500-999 109 20 18.3 

> 1000 179 23 12.9 

Total 1063 415 39.0 

In order to obtain the information about the variables used in the paper, the Internet source 
Amadeus was used. Amadeus is an online database containing financial and other information 
over more than 10 million companies from 41 countries (Amadeus, 2010). In our case in order 
to achieve the purpose of the paper, the data on the location, number of employees, date of 
incorporation and industry code was obtained and than exported into Excel format for easier 
access and use . 

It is obvious that high density of population in metropolitan and highly-urban areas causes the 
higher number of companies to be started which can affect the credibility of the data used in 
the thesis. In order to get rid of this bias and increase the effect of comparison of different 
location groups with each other, the values must be normalized. There are a number of ways 
to do it. In this paper the method of normalization is based on the total number of inhabitants 
living in each location area (Table 0.1): 

=  value)(expected  weightedThe  

 groupsector  industrialor  age size,each in  observed companies of sum total
population total

location specific ain  sinhabitant of no.
×=  

These expected values will also be used further in the paper for comparison the companies 
from different location groups.  

3.1.1 Location 

The main objective of the thesis is to find out if the location depends on size, age and industry 
sector. So the first step would be to divide all the companies in the sample according to their 
level of urbanization/rurality.  
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In order to do it first one has to find out a definition of urban and rural areas respectively. In 
Sweden there is no common and widely accepted definition of “urban areas”.  In literature a 
number of definitions can be found and different authorities use their own conditions on what 
is to be considered as rural and what is as urban. 

There have been a number of studies on this subject trying to identify the breaking point when 
a population aggregate stops being a village and become to be considered as a town instead. 
The Swedish researchers Klaesson & Petterson in the paper “Urban-rural development in 
Sweden” with the help of statistical tools found out that 25,000 inhabitants appeared to be the 
critical size of cities in Sweden. This is the level when the self-reinforcing mechanism works 
in a cumulative way and a positive growth of population can be expected (Klaesson & 
Petterson, 2009). Considering the size of Sweden 25,000 seems to be a rather reasonable 
number and was used in the paper not only as a “minimum level” of a town size but also as a 
basis for the classification of locations of the family companies from the sample. 

In order to find out if a firm is situated in rural or urban area, four types of locations were 
identified. The first type is called “Metropolitan areas” and consists of three largest Swedish 
cities: Stockholm, Gothenburg and Malmö. According to Statistics Sweden these are the cities 
that passed the level of 200,000 residents by year 2005.  

The second category is highly urbanised cities which together with the other three mentioned 
above compose 10 largest cities in Sweden. This is Uppsala, Vasterås, Örebro, Linköping, 
Helsinborg, Jönköping, Norrköping.  

The third type is called “urban areas”. It is towns and communities that passed the level of 
25,000 inhabitants by year 2005 according Statistics Sweden. The total number of the towns 
in this category is 34. 

The fourth category is the towns, villages and other communities that do not compose any of 
the groups above. They number less than 25,000 inhabitants and are conditionally called in 
this thesis “less urban and rural areas”. 

It must be mentioned that the classification described above is based only on the number of 
inhabitants in a city, town or community. It does not take into account any other conditions 
such as density of population or housing density. Neither does it take into account the suburbs 
neighbouring a city or a town. An example can be Jönköping and Norrahammar which are 
considered being two separate towns. But more on this and other limitations of the paper can 
be found in Chapter 0.  

Below in Table 3.2 one can see the number of family companies that fall into each group 
described above. 
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Table 3.2 Number of companies divided according to their location 

Level of urbanization Number of 

companies 

Share of companies 

(%) 

Metropolitan 65 (93)1 15.6 (22.39) 

Highly-Urban 33 (32)  8 (7.65) 

Urban 77 (66)  18.8 (15.93) 

Less Urban and Rural 240 (224)  57.6 (54.03) 

Total 415 (415) 100 (100) 
1) The number in brackets is the expected value based on the number of inhabitants living in each 

location 

Metropolitan

Highly-Urban

Urban

Less Urban and 

Rural

 

Figure 3.1 Share of family companies divided according to their location 

As can be seen from the table and the figure above the biggest number of family firms in 
Sweden are situated in so called less urban and rural areas – 57.6%. So if based only on this 
information Hypothesis H1a from the theoretical section is supported. Even though for the 
time being it is unknown if 57.6% is enough to not to reject the same hypothesis using the 
statistical tools, the outcome is in the line with the results of other researchers (for example, 
Westhead & Cowling, 1996b). 

Compare to the northern and southern parts of Sweden the number of family companies is 
somewhat lower in the middle part of Sweden. It can be partly explained with the uneven 
allocation of cities and towns in the country. Counties with more than 100,000 inhabitants 
have fewer family firms than smaller counties (Emling, 2000).  

Looking at the numbers in brackets in Table 3.2 a great difference between the observed and 
expected number of family firms in metropolitan areas is striking. The number of family 
companies located in big cities is much smaller than one would expect given the number of 
inhabitants living there. One of the reasons why it is more likely to find more family firms in 
rural area can be a matter of employment. The big cities and towns offer more opportunities to 
find a professional job compare to small towns and villages where the chances for building a 
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career are often limited due to an insufficient amount of job offers. It can be a powerful 
incentive to establish a private company, often a family one.  

3.1.2 Size 

The firm size is a variable which is measured by the number of employees. It shows how 
many employees were working in a company as of year 2008.  

The size ranges that were chosen for the analysis are 5-9, 10-19, 20-49, 50-99, 100-199 and 
more than 200. The firms with less than 5 employees were dropped at the stage of creating the 
database. 

Table 3.3 Size frequency in each location 

 5-9 10-19 20-49 50-99 100-199 >200 Total 

Metropolitan 7 (24)1 9 (16) 12 (11)  10 (14)  6 (8) 21 (20) 65 (93) 
Highly-

Urban 3 (8) 8 (5) 3 (4)  5 (5) 2 (3) 12 (7) 33 (32)  
Urban 23 (17) 12 (11) 6 (8)  13 (10) 10 (6) 14 (14) 78 (66)  
Less-Urban 

and Rural 73 (57) 41 (38) 30 (28)  36 (35) 19 (20) 41 (48) 240 (224)  
Total 105 (105) 70 (70) 51 (51)  64 (64) 37 (37) 88 (88) 415 (415)  

1) The number in brackets is the expected value based on the number of inhabitants living in each 

location. 
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Figure 3.2 Size frequency in each location  

In Sweden a family firm has on average fewer employees than a non-family firm. It can be 
explained by the fact that the number of family companies with more than 200 employees has 
decreased dramatically (Emling, 2000).  

The family firms situated in urban and less-urban and rural areas are prevailing in the size 
groups up to 99 employees. Looking at the expected values in brackets one can see that the 
observed number is greater than the expected number in all size groups below 100.  But 
already in the next group (100-199) the expected number is greater than the observed one 
which applies that there is a “shortage” of big family firms located in less rural and urban 
areas. 
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The situation is exactly opposite for family companies situated in big cities and towns. It is 
too few firms in small size ranges if one compares with the expected number. It is especially 
appreciable in the size group of 5-9 employees where there are only 7 firms from metropolitan 
areas presented instead of expected 24. 

One of the reasons for the family companies to prevail in smaller size categories can be that 
with a few hundred employees in one company, the amount of “outsiders” (i.e. not belonging 
to the family) is high and the company frequently does not consider itself as a family 
company anymore. The distance between the workers and the management in larger 
companies is greater and it can be difficult for workers to feel like “one big family” 
irrespective of the presence or absence of family connections.  

But it is unreliable to state that the firms from less urban and rural areas are smaller than those 
from big regions taking into account the fact they also tend to dominate in the biggest size 
group. One of the limitations of both the table and the figure above is that they use the 
absolute values and do not give a complete picture. It is relatively hard to make an exact 
conclusion about the size of companies based only on their share in each location group. For 
example, the firms from less-urban and rural regions are prevailing in all size groups but also 
have the highest share in the sample as a whole. 

One of the ways to solve the problem is taking into account the number of observations in 
each location category. Thereby, it can help to get rid of the bias caused by too many or too 
few observations in a category. The results are presented in Table 3.4 and Figure 3.3. 

Table 3.4 Size frequency in each location (%) 

 5-9 10-19 20-49 50-99 100-199 >200 Total 

Metropolitan 10.77 13.85 18.46 15.38 9.23 32.31 100 

Highly-Urban 9.09 24.24 9.09 15.15 6.06 36.36 100 

Urban 28.57 15.58 7.79 16.88 12.99 18.18 100 

Less-Urban 

and Rural 30.42 17.08 12.50 15.00 7.92 17.08 100 

Total 25.30 16.87 12.29 15.42 8.92 21.20 100 
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Figure 3.3 Size frequency in each location (%) 

Now the situation is somewhat different. One can observe, for example, that the firms from 
metropolitan and highly-urban areas tend to dominate in the group of the largest companies 
with more than 200 employees. On the other hand, the firms from urban and less-urban and 
rural areas are smaller in size compare with the two groups mentioned before.  

So based on the evidence provided above Hypothesis H2a from section 2.2 that family firms in 
rural areas are mainly of smaller size than those from urban areas has been confirmed.  

As it was mentioned in the beginning of the section, only family companies with at least 5 
employees are considered in the study. But what would happen if the firms with 1-4 
employees were also taken into account? Since the biggest number of family firms consisting 
of 5-9 employees is located in less urban and rural areas, it could be assumed that those with 
only 1-4 employees are also situated mainly in rural areas.  

3.1.3 Age 

Another demographic variable is the age of a company which is measured here as year 2010 
(current year) minus the year of incorporation. It helps to find out which age range is more 
“popular” in one or another location group.  

The age ranges chosen are 0-5, 6-10, 11-20, 21-50, 51-100 and older than 100 years. The 
results of the division are summed in the table and in the graph below: 

Table 3.5 Age frequency in each location 

 0-5 6-10 11-20 21-30 31-40 41-50 51-100 >100 Total 

Metropolitan 0 (4)1 0 (10) 24 (27) 15 (23)  6 (8) 8 (10) 10 (10) 2 (1) 65 (93) 
Highly-Urban 3 (1) 4 (3) 10 (9) 6 (8) 2 (3) 3 (3) 5 (4) 0 (0) 33 (32) 
Urban 4 (3) 11 (7) 21 (19) 25 (16) 3 (6) 5 (7) 8 (7) 0 (1) 77 (66) 
Less-Urban 

and Rural 11 (10) 30 (24) 65 (65) 57 (56) 24 (19) 28 (24) 23 (25) 2 (2) 240 (224) 
Total 18 (18) 45 (45) 120 (120) 103 (103) 35 (35) 44 (44) 46 (46) 4 (4) 415 (415) 

1) The number in brackets is the expected value based on the number of inhabitants living in each 

location. 
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Figure 3.4 Age frequency in each location 

The graph above shows that the most “popular” age ranges in all location groups are 11-20 
and 21-30 years. The mean value for the variable size is 27.85 years (see Appendix 2) which 
is in line with the findings of Emling (2000) who observed the average family firm age to be 
equal 29.5 years. This fact could be useful in investigating the problem of succession in the 
Swedish family firm sector that was mentioned in subsection 1.2.2. 

As for the comparison the observed number of companies with the expected one, there is no 
big difference between observed and expected values in the class of less urban and rural firms 
which are distributed rather evenly between the age ranges. The same situation is with the 
companies from highly urban and urban areas.  

As for family firms situated in metropolitan areas the absence of them in age groups of 0-5 
and 6-10 is noticeable. This can wrongly lead to the conclusion that the companies in rural 
areas have a higher level of start-ups of new firms but also a lower chance of survival. But as 
it was mentioned before, the companies from rural areas are distributed relatively evenly 
between the age groups. Therefore it can be concluded that new family firms are established 
more often in rural areas compare to more urban areas. 

Reaching the age for retirement is considered to be the main problem in transferring the 
ownership (NUTEK, 2007). The average age for entrepreneurs in Sweden is 50 years and 
every sixth is over 60. The biggest number of company owners over 60 could be found in the 
family firm sector.  

If, for example, a person creates her family firm in the age of 35, then in  27.85 years (the 
average age of a family firm in Sweden irrelative to location), she is 62.85 which is very close 
to the formal age of retirement in Sweden. Usually the process of succession takes 3-5 years 
(NUTEK, 2007). Summing these facts it is easy to understand why the problem of succession 
is an acute one for Swedish family firm owners. As it was mentioned before, according to the 
different Swedish studies it is expected that up to 60 % of companies will change the owner in 
the nearest 10 years, mainly because of the reaching the retirement age but also of other 
reasons.   

As it was mentioned before the most “popular” age ranges in all location groups are 11-20 
and 21-30 years. But both the table and the figure above use the absolute values and as in the 
case of the size do not give a complete picture. For example, they do not account for the 
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contribution of the location types into each age range and it gives a slightly biased result. 
Table 3.6 is based on the information from Table 3.5 but also consider the number of family 
firms in each location group.  

Table 3.6 Age frequency in each location (%) 

 0-5 4-10 11-20 21-30 31-40 41-50 51-100 >100 Total 

Metropolitan 0.00 0.00 36.92 23.08 9.23 12.31 15.38 3.08 100.00 
Highly-

Urban 9.09 12.12 30.30 18.18 6.06 9.09 15.15 0.00 100.00 

Urban 5.19 14.29 27.27 32.47 3.90 6.49 10.39 0.00 100.00 
Less-Urban 

and Rural 4.58 12.50 27.08 23.75 10.00 11.67 9.58 0.83 100.00 

Total 4.34 10.84 28.92 24.82 8.43 10.60 11.08 0.96 100.00 

 
For a better understanding the situation the figure on the basis of the table is also presented. 
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Figure 3.5 Age frequency in each location (%) 

As it can be observed from the figure above, the firms from urban and less-urban and rural 
areas summed together contribute more into 6-9 and 21-30 size range which was not obvious 
from Figure 3.4, though the difference between the contributions into other age ranges is not 
great.  

The figure also shows that the firms from metropolitan areas are not young; none of them is 
younger than 11 years. On the other side the proportion of these companies which are older 
than 10 years but younger than 100 stays almost the same and than prevails in the group of the 
oldest firms (>100 years). But since this last age group consists of only four companies, it 
would be incorrect to state which location type is dominating in this age range due to the lack 
of observations. 

Even though the family firms from less urban and rural areas seem to contribute into the age 
groups up to 30 years, this can also be stated about the companies from more urban areas. So 
based only on the information provided above it is not possible to conclude than rural family 
firms are younger than those from urban areas. Hypothesis H3a from chapter 2.3 cannot be 
supported. 
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3.1.4 Industrial sector 

The division of the industries in the paper is based on NACE Rev. 2 which is the statistical 
classification of economic activities where each industrial sector/subsector is represented with 
the four digit number. The structure of NACE codes Rev. 2 is hierarchical and consists of the 
following levels: 

• first level consisting of headings identified by an alphabetical code (sections), 
• second level consisting of headings identified by a two-digit numerical code 

(divisions), 
• third level consisting of headings identified by a three-digit numerical code (groups), 
• fourth level consisting of headings identified by a four-digit numerical code (classes) 

(European communities, 2008). 

The code for the section level is not showed in the NACE code that identifies the division, the 
group and the class describing a specific activity. For example, the activity “Central banking” 
is identified by the code 64.11, where 64 is the code for the division, 64.1 is the code for the 
group and 64.11 is the code of the class. Section K, to which the class belongs, does not 
appear in the code itself.  

For simplicity only the first two digits are used in the paper. The activities in the table below 
are divided into groups according to the section.  And as in the case of size and age the 
additional table and figure that take the number of the companies in each location into 
consideration are also presented.  

Table 3.7 Industrial sector frequency in each location 

 
Metropolitan 

Highly-

Urban 
Urban 

LessUrban 

and Rural 
Total Section Division 

Agriculture, forestry and 

fishing 0 (2)1 0 (1) 2 (1) 6 (4) 8 (8) A 01-02 

Manufacturing 7 (14) 4 (5) 6 (10) 44 (33) 61 (61) C 10-33 

Water supply, sewerage, 

waste management and 

remediation activities 2 (1) 0 (0) 0 (1) 2 (2) 4 (4) E 36 

Construction 4 (9) 2 (3) 9 (6) 25 (22 40 (40) F 41-43 
Wholesale and retail trade; 

repair of motor vehicles and 

motorcycles 10 (23) 9 (8) 19 (16) 65 (56) 
103 

(103) G 45,46,47 

Transportation and storage 3 (7) 3 (2) 4 (5) 21 (17) 31 (31) H 49-52 

Accommodation and food 

service activities 6 (3) 0 (1) 3 (2) 5 (8) 14 (14) I 55-56 
Information and 

communication 2 (2) 1 (1) 3 (2) 5 (6) 11 (11) J 58,59 

Financial and insurance 

activities 3 (4) 2 (1) 3 (3) 8 (9) 16 (16) K 64-66 

Real estate activities 4 (6) 3 (2) 5 (4) 13 (14) 25 (23) L 68 
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Professional scientific and 

technical activities 17 (12)  4 (4) 12 (9) 22 (30) 55 (55) M 69-75 
Administrative and support 

service activities 5 (4) 2 (1) 2 (3) 9 (10) 18 (18) N 77 

Education 0 (1) 0 (0)  2 (1)  2 (1) 4 (4) P 85 

Human health and social 

work activities 1 (1) 0 (0) 3 (1) 2 (3) 6 (6) Q 86-88 

Other service ativities 1 (0) 1 (0) 0 (0) 0 (1) 2 (2) S 96 

Not declared 0 (4) 2 (1) 4 (3) 11 (9) 17 (17)   

Total 65 (93) 33 (32) 77 (66) 240 (224) 
415 

(415)    
1) The number in brackets is the expected value based on the number of inhabitants living in each 

location. 
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Figure 3.6 Industrial sector frequency in each location 

Table 3.8 Industrial sector frequency in each location(%) 

 

Metropolitan 
Highly-

Urban 
Urban 

Less 

Urban 

and 

Rural 

Total Section Division 

Agriculture. forestry and 

fishing 0.00 0.00 2.60 2.50 1.93 A 01-02 

Manufacturing 10.77 12.12 7.79 18.33 14.70 C 10-33 

Water supply. sewerage. 

waste management and 

remediation activities 3.08 0.00 0.00 0.83 0.96 E 36 

Construction 6.15 6.06 11.69 10.42 9.64 F 41-43 
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Wholesale and retail trade; 

repair of motor vehicles and 

motorcycles 15.38 27.27 24.68 27.08 24.82 G 45.46.47 

Transportation and storage 4.62 9.09 5.19 8.75 7.47 H 49-52 

Accommodation and food 

service activities 9.23 0.00 3.90 2.08 3.37 I 55-56 
Information and 

communication 3.08 3.03 3.90 2.08 2.65 J 58.59 

Financial and insurance 

activities 4.62 6.06 3.90 3.33 3.86 K 64-66 

Real estate activities 6.15 9.09 6.49 5.42 6.02 L 68 

Professional scientific and 

technical activities 26.15 12.12 15.58 9.17 13.25 M 69-75 
Administrative and support 

service activities 7.69 6.06 2.60 3.75 4.34 N 77 

Education 0.00 0.00 2.60 0.83 0.96 P 85 

Human health and social 

work activities 1.54 0.00 3.90 0.83 1.45 Q 86-88 

Other service ativities 1.54 3.03 0.00 0.00 0.48 S 96 

Not declared 0.00 6.06 5.19 4.58 4.10   

Total 100.00 100.00 100.00 100.00 100.00   
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Figure 3.7 Industrial sector frequency in each location (%) 

Looking at the table and the graph above one can observe that the most “popular” industrial 
activities for the family firms from the sample are Manufacturing (14.7%), Wholesale and 
retail trade; repair of motor vehicles and motorcycles (24.82%) and Professional scientific 
and technical activities (13.25%).  The brief explanations of the content of these sections are 
following below. 

Section C Manufacturing consists of 24 divisions. There are 61 companies in this category 
presenting 17 divisions.  The distribution of the companies between the divisions is relatively 
even. Though there are two divisions that are distinguished by the bigger number of family 
firms: 25 Manufacture of fabricated metal products (9 firms) and 28 Manufacture of 
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machinery and equipment (13 firms). 44 companies out of 61 from this section are situated 
in less urban and rural areas. There are only two firms with more than 1000 employees in 
each and they both belong to division 10 Manufacture of food products. A great number of 
the companies from this section are small in size: 42 out 61 have less than 100 employees. 

There are 103 companies belonging to Section G Wholesale and retail trade; repair of motor 
vehicles and motorcycles and this is the section with the highest number of family firms from 
the sample. It consists of three big divisions: 45 Wholesale and retail trade and repair of 

motor vehicles and motorcycles, 46 Wholesale trade, except of motor vehicles and 

motorcycles, 47 Retail trade, except of motor vehicles and motorcycles. Approximately 
50% of the firms from this section run a business that enter into Division 46 Wholesale trade, 

except of motor vehicles and motorcycles which includes wholesale trade related to both 
domestic and international wholesale trade (import/export). The companies from this section 
are mainly small in size: only two of them number more than 1000 employees and another 
fifteen more than 100 but less than 1000. The number of employees in the remaining firms is 
roughly 20 on average. The location of the companies from this section is somewhat 
ambiguous. If one takes into account only the choice of location, than most of the companies 
are located in less urban and rural areas (Table 3.7). But this conclusion is a biased one since 
this location group occupies the highest share in the sample. On the other side considering 
both location choice and the number of companies in each location group, one can see that the 
firms from this section are almost equally distributed between highly-urban, urban and less 
urban and rural areas (Table 3.8 and Figure 3.7). 

If the first two sections are somewhat easy to understand, the content of the third section M 
“Professional scientific and technical activities” needs some detailed explanation. 

The total number of the companies in Section M is 55. This section consists of the following 
divisions: 

• 69 Legal and accounting activities - includes legal representation of one party’s 
interest against another party before courts or other judicial bodies; accounting and 
bookkeeping services. Presented in the sample by 6 family companies situated mainly 
in the biggest cities and the suburbs bordering on them. 

• 70 Activities of head offices; management consultancy activities - includes the 
provision of advice and assistance to businesses and other organisations on 
management issues; marketing objectives and policies; human resource policies; 
overseeing and managing of other units of the same company or enterprise, i.e. the 
activities of head offices. This division is presented in the sample by 39 family firms. 
The main distinction of these companies is that most of them are relatively big (>200 
employees) and located in metropolitan and highly-urban areas. 

• 71 Architectural and engineering activities; technical testing and analysis - 
includes the provision of architectural services, engineering services, drafting services, 
etc. There are six companies belonging to this category. 

Sections 72 Scientific research and development,  73 Advertising and market research, 
74 Other professional, scientific and technical activities and 75 Veterinary activities are 
all presented by one company each which does not give enough statistical bases to make 
conclusions about the size and location of the family firms running a business in these fields. 
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It can be concluded that Section M described above includes the activities that require a high 
degree of education, technology and training. So it is somewhat predictable that the 
companies from metropolitan and highly-urban areas have a bigger share in this section 
relative to the number of these companies in the sample. 

The findings above are also sustained by taking into account both observed and expected 
values. The difference between them two is clearly seen in the sections C, G and M discussed 
above. For example, there are approximately 50% fewer enterprises located in metropolitan, 
highly-urban and urban areas running a business belonging to Section C Manufacturing as 
one would expect considering the number of inhabitants living in these areas. On the other 
side, there are 25% more companies from these locations in section M Professional scientific 
and technical activities given the amount of people living there. 

All the industrial activities in NACE Rev. 2 can be conditionally divided into two main 
categories: manufacturing (sections A-F) and services (sections G-S). They number 113 and 
302 family firms respectively. It means that two thirds of the family companies from the 
sample provides service and this pattern perfectly follows the tendency that most of firms in 
Sweden (both family and non-family) operate in service sector and only approximately one 
third of them are engaged in manufacturing process (Statens offentliga utredningar, 2006). 

Following out the findings above, one can observe the specialization pattern among the family 
firms from the sample which supports the theory of specialization quotients discussed earlier 
in section 2.4.1. As the specialization quotient is a function of the people employed in the 
industry which in return depends on the total population living in this area, some conclusions 
can be made comparing the numbers in and outside the brackets in Table 3.7. For example, 
the family firms from rural regions tend to specialize in manufacturing sector compare to 
those from bigger regions. Even though the conclusions made are not based directly on the 
formula for the specialization quotient from section 2.4.1, they are in line with those of 
Bjuggren & Eklund (2006). 

Overall, taking into account the information provided above it can be concluded that the rural 
family companies dominate in the manufacturing and wholesale while those from urban areas 
specialize in service sector, generally in the activities requiring high technology and 
education. As a result, Hypothesis H4a formulated in section 2.4 is supported.  

3.2 What is a typical Swedish family firm? 

Based on the data on four demographic variables presented in the subsections above, some 
conclusions about a typical Swedish family firm can be made. It is a company situated in a 
less-urban or rural area. It was founded 21-50 years ago and contains 5-9 employees. 
Manufacturing and wholesale are the most prevailing types of activities for Swedish family 
firms. 

4 Empirical results 

In this section Hypotheses H1a, H2b, H3b and H4b formulated in sections 2.1, 2.2, 2.3 and 2.4 
respectively are tested applying the two methods described in Appendix 4: the test for one 
proportion is used for Hypothesis H1a and the contingency method is for Hypotheses H2b, H3b 
and H4b. 
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4.1 Test for one proportion 

In subsection 3.1.1 it was observed that 57.6% of all firms are situated in less-urban and rural 
areas. But is this number significantly different from 50% in order to assert that most of the 
family firms are situated in less-urban and rural areas?  

Hypothesis H1a from section 2.1 states that the most of the family firms are situated in less-
urban and rural areas. The null and alternative hypotheses can be written in this way:  

H0: p > 0.5 – more than 50% of all family firms are situated in less-urban and rural areas 

H1: p ≤  0.5 – 50% or less of all family firms are situated in less-urban and rural areas; 

The test is a lower-tailed one. The normal approximation for the sampling distribution can be 
used as both np and n(1-p) are larger than 5. 

The calculations of Z-statistics are shown below: 

097.3

415

)5.01(5.0

5.0576.0
=

−

−
=Z     which corresponds to p-value equal to 0.993. 

The obtained p-value is greater than the level if significance of 5% - the null hypothesis is not 
rejected and it can be concluded that family firms are mainly located in less-urban or rural 
areas. 

4.2 Readjustments of the data 

Looking at Table 0.3, Table 0.4 and Table 0.5 in Appendix 3, one can see that there are two 
types of data presented in each cell: observed and expected. The observed data was obtained 
on the base of the sample of 415 family firms. The expected values are found using the Eq. 
4.4.  

As it was mentioned earlier, one of the limitations of chi-square test is that no more than 20% 
of the expected values in the cells can be less than 5 and no cells with the value lower than 1. 
The small frequencies make the chi-square coefficient to be also small which makes it more 
difficult to reject the null hypothesis that the two sets of characteristics are independent of 
each other (Siegel, 1956). The data in Table 0.3 seems to be ok which one cannot say about 
Table 0.4 and Table 0.5. There are 23 out of 32 values in Table 0.4 that are below 5. The 
problem with Table 0.5 is even more severe – 41 values out of 64 are below 5. This can be 
solved by combining adjacent categories. It lowers naturally the number of degrees of 
freedom but at the same time makes the data to be suited for testing with a chi-square test. 

There are a number of options how categories can be combined. In Table 0.4 the author chose 
to merge the two utmost categories from both ends. It removes some of the values that were 
below 5 in the original table and makes the data to be fitted for testing. The changes that have 
to be made in Table 0.5 are somewhat greater. The location types have to be combined in 
order to remove the small values leaving only two big groups – urban and rural. The urban 
area consists of metropolitan, highly urban and urban areas and the rural includes only less 
urban and rural areas. This is the same approach that was chosen for testing Hypothesis H1a 
from section 2.1. But just this change does not make the data suitable for testing. There are 
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still too many values below 5 in the table and therefore more actions are necessary. One of the 
ways is to combine the industrial sectors that consist of too few observations: sections P, Q 
and S include not more than 6 observations each and can be moved into one category (Others) 
without disturbing the integrity of the table. The results of the changes are presented in 
Appendix 5 (Table 0.6 and Table 0.7)  

4.3 The results of the contingency analysis 

In order to find out if there is relationship between the location variable and the other three 
demographic variables (size, age, industrial sector) and test Hypotheses H2b, H3b and H4b, the 
contingency method is used. The three hypotheses above can be rewritten in the following 
way: 

H0: there is no correlation in the population between location and size (location and age, 
location and industrial sector). 

HA: there is a correlation in the population between location and size (location and age, 
location and industrial sector). 

Since the categories in the contingency table do not have to be arranged in any special order, 
the tables Table 0.3, Table 0.6 and Table 0.7 are used as contingency tables from which the 
contingency coefficient C from the equation 4.2 is computed. The results of the analysis are 
shown in the table below: 

Table 4.1 The results of the contingency analysis 

 Degrees of 

freedom 

Chi-square 

coefficient 

Contingency 

coefficient 
P-value 

Size 15 28,478 0.25341 0.018762 

Age 15 24.340 0.23538 0.059540 
Industrial 

sector 12 23.367 0.23088 0.024771 
 
From the table above it can be clearly seen that both size and industrial sector do depend on 
the location: their p-values are less that the level of significance of 5%. Hypotheses H2b and 
H4b cannot be rejected for these two variables and it can be concluded that there is a 
connection between the location of a family firm and its size and industrial activity in the 
population which the sample of 415 companies is a part of. These results are also in line with 
those based on the tables and figures. 

However, even if the connection between the location variable and the two other variables 
was identified, it is unknown what kind of relation this is. The contingency analysis cannot 
answer this question which is one of the limitations of this method. 

On the other side as it can be observed from Table 4.1, it is another situation for the age 
variable. P-value is greater than the level of significance of 5%, so Hypothesis H3b from 
section 2.3 is rejected and it can be stated that the location and the age of a family firm are not 
related in the population which the sample used in the analysis is a part of which also supports 
the conclusion made in section 3.1.3. 
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5 Conclusions and future work 

The thesis spent a sufficient amount of time examining the demographic characteristics of 
family firms in Sweden focusing on a deeper investigation of their location preferences. The 
study is based on the sample of 415 Swedish family firms divided into four categories with 
regard to their location. 

The results show that most of the family firms in Sweden are located in so called less urban 
and rural areas. One of the plausible explanations for this could be limited career 
opportunities for family members (Emling, 2000). The individual faces with the decision 
either to work as a dependent employee in someone else’s company or to start a business of 
his own. The number of vacancies in rural areas is usually insufficient and it is not easy to 
find a job where there is a chance of career advancement. In this case the establishment of a 
private company can be a way out.  

It is, however, possible to think of the possibility of more profound differences like learned 
relations/interaction patterns being significant. One could argue that inhabitants in urban areas 
are commonly more used to the relation that Sjöstrand (1997) refers to as calculative. These 
relations are signified by being founded on traditional economic realities as manifested in 
maximum gain ideal individual (homo oeconomicus or economic man). The opposite of this 
relation is the one that Sjöstrand refers to as the genuine relation. About this type of the 
relation the author states that it is called genuine because “…it refers to close relations with 
particularly well-known others such as friends and family-member. Some scientists claim that 
even today the family tie represents the most crucial personal relationship, and that it actually 
functions as a kind of prototype for most other interactions and exchanges” (Sjöstrand, 1997, 
p. 25). 

The transaction currency in the genuine relationship is rather trust than capital and even if 
these idealized relation types hardly exist in their purest form it is easy to find theoretical 
support for that the genuine family has a more central role in rural areas than in larger cities. 
With the family as an archetype for the genuine relations it becomes more natural to imagine 
that family relations play a more important role in rural areas and that the results of the study 
could be taken as evidence that this also can be seen in businesses. 

The results of the investigation into the factors influencing the choice of the location of the 
family firms are consistent with the findings of previous studies. Although family firms in 
rural and urban areas share similar demographic characteristics, the differences are still 
obvious. The family companies in rural areas are usually smaller as microfirms (those with 
less than 10 people) predominate in business creation in rural areas. Due to the low 
population density in rural areas the demand for products or services is limited and the large 
distances make it difficult for businesses to expand their market. As a result in some cases it 
is not economically profitable to provide particular goods or services, and the size of the 
business may be constrained by the limited local market. 

While the study does not disclose any connection between the location and the age of the 
companies, the fact that the location influences the choice of industrial activity is evident. The 
results of the study show that the rural companies dominate in manufacturing and wholesale 
while the urban family firms prevail in the activities requiring high degree of education and 
technology. The big advantage for a company for locating in rural areas is costs as operating 
expenses for businesses located away from big cities and towns will be far lower than in 
urban areas. But at the same time despite potential reduction of operating expenses a new 
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business may lack the specialized skills required due to population migration, often of the 
highly educated sectors of the labour force which can be one of the explanations of the 
industrial division of the family firms based on their location. 

There is surprisingly little study done in the field of demographic preferences of family firms 
in Sweden. One of the main reasons for this could be the lack of both data and previous 
research. Even though the author made an attempt to study the location preferences of the 
family firms from the sample rather deeply, there are still questions unanswered which 
suggest the base for possible future work. For example, looking at Table 3.2 one can clearly 
see the difference between the observed and the expected number of companies. So one of the 
proposed topics on the subject could be to investigate the grounds for the deviations of the 
observed frequencies from the expected frequencies given the number of population living in 
each location area. There were attempts made in the thesis in order to explain this mismatch 
but for better investigating the problem further study is undoubtedly needed.  

6 Limitations of the thesis 

The thesis has some limitations which are expressed in the form of circumstances not 
considered in the study.  

First of all it has to be mentioned that the classification of locations in the paper is based only 
on the number of inhabitants in a town or community and does not take into account other 
factors like the density of population or the distance to a nearest city or town. If the town 
reached 25,000 residents by year 2005, it is considered to be urban; otherwise it falls into 
category less urban and rural. This division is very relative and has its drawbacks: Lidköping 
is most probably not less urbanised than Trelleborg but has only 24,941 inhabitants compare 
to 25,643 in Trelleborg (Statistics Sweden, 2010). It would be possible to divide all the towns 
and villages into many more categories (metropolitan, highly-urban, less-urban, highly-rural, 
etc) but it will make the paper more complicated for understanding. Therefore the 
categorization described above was chosen.  

Due to a lack of the previous research on the topic there was an assumption made in 
subchapters 2.1-2-4 where family companies were investigated from the position of small 
companies. This assumption is based on the previous research about family firms (Emling, 
2000; Samuelsson, 1999; etc) and was also observed in subsection 3.1.2. 
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Appendices 

Appendix 1 Normalization of the data 

All the data in this paper that handle the location of the family firms from the sample was 
weighted using the number of residents living in a particular area. The data from the table 
below came from Statistics Sweden as of year 2005. 

Table 0.1 Number of inhabitants living in four location areas 

 Number of residents Share of population (%) 

Metropolitan area 2,020,531 22.4 

Highly-Urban 690,520 7.7 

Urban 1,437,610 15.9 

Less-Urban and Rural 4,875,525 54.0 

Total 9,024,186 100 

Appendix 2 Descriptive statistics 

Table 0.2 Descriptive statistics for variables Size and Age 

 Size (no. of employees) Age (years) 

No. of observations 415 415 
Minimum 5.00 3.00 
Maximum 32,141.00 113.00 
Mean 281.83 27.85 
Standard deviation 1,723.96 20.10 
Variance 2,972,044.01 404.15 
Skewness 16.17 1.50 
Kurtosis 288.47 2.65 

Appendix 3 Observed and expected values 

Table 0.3 Size frequency in each location
1 

 5-9 10-19 20-49 50-99 100-199 >200 Total 

Metropolitan 7 (16)2 9 (11) 12 (8)  10 (10)  6 (6) 21 (14) 65 
Highly-

Urban 3 (8) 8 (6) 3 (4)  5 (5) 2 (3) 12 (7) 33  
Urban 23 (19) 12 (13) 6 (9)  13 (12) 10 (7) 14 (16) 78  
Less-Urban 

and Rural 73 (61) 41 (40) 30 (29)  36 (37) 19 (21) 41 (51) 240  
Total 105 70 51  64 37 88 415  

1) The values from the table are based on those from Table 3.3. 

2) The number in the brackets is the expected value based on Eq. 4.4 

 

 



 33 

Table 0.4 Age frequency in each location
1 

 0-5 6-10 11-20 21-30 31-40 41-50 51-100 >100 Total 

Metropolitan 0 (3)2 0 (7) 24 (19) 15 (16)  6 (5) 8 (7) 10 (7) 2 (1) 65 

Highly-Urban 3 (1) 4 (4) 10 (10) 6 (8) 2 (3) 3 (3) 5 (4) 0 (0) 33 

Urban 4 (3) 11 (8) 21 (22) 25 (19) 3 (6) 5 (8) 8 (9) 0 (1) 77 
Less-Urban 

and Rural 11 (10) 30 (26) 65 (69) 57 (60) 24 (20) 28 (25) 23 (27) 2 (2) 240 

Total 18 45 120 103 35 44 46 4 415 

1) The values from the table are based on those from Table 3.5. 

2) The number in the brackets is the expected value based on Eq. 4.4 

Table 0.5 Industrial sector frequency in each location
1 

 
Metropolitan 

Highly-

Urban 
Urban 

LessUrban 

and Rural 
Total Section Division 

Agriculture, forestry and 

fishing 0 (1)2 0 (1) 2 (1) 6 (5) 8 A 01-02 

Manufacturing 7 (10) 4 (5) 6 (11) 44 (35) 61 C 10-33 

Water supply, sewerage, 

waste management and 

remediation activities 2 (1) 0 (0) 0 (1) 2 (2) 4 E 36 

Construction 4 (6) 2 (3) 9 (7) 25 (23) 40 F 41-43 
Wholesale and retail trade; 

repair of motor vehicles and 

motorcycles 10 (16) 9 (8) 19 (19) 65 (60) 103 G 45,46,47 

Transportation and storage 3 (5) 3 (2) 4 (6) 21 (18) 31 H 49-52 

Accommodation and food 

service activities 6 (2) 0 (1) 3 (3) 5 (8) 14 I 55-56 
Information and 

communication 2 (2) 1 (1) 3 (2) 5 (6) 11 J 58,59 

Financial and insurance 

activities 3 (3) 2 (1) 3 (3) 8 (9) 16 K 64-66 

Real estate activities 4 (4) 3 (2) 5 (5) 13 (14) 25 L 68 

Professional scientific and 

technical activities 17 (9)  4 (4) 12 (10) 22 (32) 55 M 69-75 
Administrative and support 

service activities 5 (3) 2 (1) 2 (3) 9 (10) 18 N 77 

Education 0 (1) 0 (0)  2 (1)  2 (2) 4 P 85 

Human health and social 

work activities 1 (1) 0 (0) 3 (1) 2 (3) 6 Q 86-88 

Other service ativities 1 (0) 1 (0) 0 (0) 0 (1) 2 S 96 

Not declared 0 (3) 2 (1) 4 (3) 11 (10) 17   

Total 65 33 77 240 415    

1) The values from the table are based on those from Table 3.7. 
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2) The number in the brackets is the expected value based on Eq. 4.4 

Appendix 4 Methodology 

This section covers the two statistical methods which were used for testing the hypotheses 
from section 2. 

i. Test for one proportion 

The test for one proportion is used to test the hypothesis that the observed proportion is equal 
to a pre-specified one. The method is based on Z-statistics which requires the data to be 
normally distributed. 

In order to use the normal approximation for the sampling distribution of p̂ , the sample size 

needs to be large. A commonly used rule of thumb says that normal approximation to the 
distribution can be used only if both np and n(1-p) are greater than 5 where n is the sample 
size and p is the observed proportion (Aczel & Sounderpandian, 2006). 

There are a number of ways to state the null and alternative hypotheses. Here is one of them: 

H0: p = 0.5 

H1: p ≠ 0.5 

This way of writing of the hypothesis can help to find out if the observed proportion is not 
significantly different from 0.5. 

The test statistics is calculated in the following way: 

n

pp

pp
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ˆ

−

−
=     (Eq. 0.1), 

where p̂  is the observed proportion; 

p is the population proportion estimate; 
n is the sample size. 

The null hypothesis is rejected if p-value is less than the level of significance. This test was 
applied to Hypothesis H1a from section 2.1 and the results are presented in chapter 4.1. 

ii. Non-parametric methods: the chi square contingency test 

Most of the information presented here is based on the book “Non-parametric statistics for the 
behavioural sciences” by Sidney Siegel, an American psychologist who became well-known 
for his propagating of the use of non-parametric statistics for the behavioural sciences.  

Many classical statistical tests and procedures are based on specific distributional 
assumptions. But what to do if the data is not distributed in a certain way or its distribution is 
unknown? One of the solutions can be using of non-parametric methods which are not based 
on a specific distributional assumption. One of these techniques is called “chi-square test”. 
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Chi-square tests are a family of non-parametric tests generally used to compare the observed 
data with the data one would expect to obtain according to a specific hypothesis. In this paper 
the chi-square contingency method is used to find out if there is a connection between two 
categories of variables: location and size, location and age, location and industrial sector.  

The contingency coefficient is a measure of the association between two sets of attributes and 
it is particularly useful when only categorical (nominal scale) data about one or both sets is 
available.  

This method is especially appropriate for the data used in this paper as it does not demand any 
special order in which the categories have to be arranged. The contingency coefficient, as 
computed from a contingency table, must have the same value regardless of how the 
categories are organized in the rows and columns.  

The first step like in any testing procedure is to state the hypothesis. Since the null hypothesis 
is always a hypothesis of no differences, in this case it can be written like this: 

 H0: no correlation in the population. 

It means that the observed value of the measure of association could have arisen by chance in 
a random sample from a population in which there is no correlation between the two 
variables. 

If H0 is rejected, the alternative hypothesis H1 may be accepted: 

H1: there is a correlation in the population. 

The decision making on rejecting or not rejecting the null hypothesis is based on the 
contingency coefficient which is computed in the following way: 
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where Oij is the observed number of cases classified in ith row of jth column 

Eij is the expected number of cases which is categorized in ith row of jth column under H0. 

The value obtained from the formula above can be shown to be approximated by a chi-square 
distribution with df=(k-1)(r-1).  

The expected values Eij from Eq. 0.3 are calculated using the totals of the row and the 
column: 

total grand

total)j  (columntotal) i (row
Eij

×
=   (Eq. 0.4) 

If the probability value is less or equal to the level of significance, then the null hypothesis is 
rejected and it may be concluded that the observed association in the sample is not a 
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coincidence but rather represents a true relation in the population. This method is used in 
order to test Hypotheses H2b, H3b and H4b stated in sections 2.2, 2.3 and 2.4 respectively and 
the results are presented in chapter 4.3. 

As any other statistical method the chi-square test has its limitations. The test is applicable if 
the expected frequencies are sufficiently large, otherwise the results of the test will be 
meaningless. It can be properly used only if fewer than 20% of the cells have an expected 
value of less than 5 and no cell has an expected frequency of less than 1 (Siegel, 1956). But 
looking at the data in Table 0.3, Table 0.4 and Table 0.5 one can see that the requirements 
above are not always met by the data as many of the values are less than 5. One of the ways to 
increase the expected values in the cells is combining adjacent categories. But more on this is 
presented in subsection 4.2.  

Appendix 5 Readjustments of the data for contingency analysis 

Table 0.6 Age frequency in each location
1 

  0-10 11-20 21-30 31-40 41-50 >50 Total 

Metropolitan 0 (10)2 24 (19) 15 (16) 6 (5) 8 (7) 12 (8) 65 

Highly-Urban 7 (5)  10 (10) 6 (8) 2 (3) 3 (3) 5 (4) 33 

Urban 15 (12) 21 (22) 25 (19) 3 (6) 5 (8) 8 (9) 77 
Less-Urban 

and Rural 41 (36) 65 (69) 57 (60) 24 (20) 28 (25) 25 (29) 240 

Total 63 120 103 35 44 50 415 
 

1) The values from the table are based on those from Table 3.5. 

2) The number in the brackets is the expected value based on Eq. 0.4 

Table 0.7 Industrial sector frequency in each location
1 

 Urban Rural Total Section
2 

Division
2 

Agriculture and forestry 2 (3)3 6 (5) 8 A 01-02 
Manufacturing; Water supply, 

sewerage, waste management 

and remediation activities 19  (27) 46 (38) 65 C, E 10-33, 36 
Construction 15 (17) 25 (23) 40 F 41-43 
Wholesale and retail trade; 

repair of motor vehicles and 

motorcycles 38 (43) 65 (60) 103 G 45,46,47 
Transportation and storage 10 (13)  21 (18) 31   
Accommodation and food 

service activities 9 (6) 5 (8) 14 I 55-56 
Information and 

communication 6 (5)  5 (6) 11 J 58-59 
Financial and insurance 

activities 8 (7) 8 (9) 16 K 64-66 

Real estate activities 12 (11) 13 (14) 25 L 68 

Professional scientific and 

technical activities 33 (23) 22 (32) 55 M 69-75 

Administrative and support 9 (8)  9 (10) 18 N 77 
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service activities 

Others 8 (5) 4 (7) 12 P, Q, S 85,86-88,96 
Not declared 6 (7) 11 (10) 17   
Totalt 175 240 415   

1) The values from the table are based on those from Table 3.7. 

2) From NACE Rev. 2 

3) The number in the brackets is the expected value based on Eq. 0.4 
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