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1. Introduction 

Research on business groups has attracted a growing interest in the last years. 
The relation between business groups and economic welfare has become an 
important topic and is open to debate between the perspectives emphasizing 
their paragon or parasite role, citing an influential review from Khanna and 
Yafeh (2007, see also Colpan and Hikino 2010 and Morck et al 2005). 

The clarification of the meaning of business groups remains, nevertheless, a 
difficult task. In their recent overview of its conceptual status, Colpan and Hikino 
(2010) mentioned an array of different definitions for business group. One thing 
is certain: every item in the literature mentioned in the former review stresses 
the structural characteristics of this organizational form. The emphasis in the 
“legal independence of the business units composing the group” would imply 
that the organizational forms of business groups would be a research priority. 
When the multidivisional form was propelled to fame, after the works of Drucker 
(1946) and Chandler (1962), a large stream of literature reinterpreted the 
organizational form, its advantages and the specific arrangements it assumed in 
different situations (e.g., Bartlett and Ghoshal, 1993; Freeland, 1990; Franko, 
1974; Hoskisson et al., 1993; Teece, 1980). 

Boyd and Hoskisson (2010) and Yiu et al. (2007) constitute clear exceptions to 
the paucity of studies on the configuration and governance of business groups, 
trying to move from issues related to ownership and control into the functioning 
of groups as business organizations. The present paper builds up on the 
suggestions and analysis developed in those studies. It examines how family 
ownership may assume different control mechanisms in business groups over 
time. By doing this the paper contributes to the literature on business groups in 
several instances. Firstly, elucidating the ever-elusive definition of business 
groups as a cluster of legally independent firms. Digging up the actual 
organizational arrangements of business groups clarifies the ties that bind firms 
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together and the role of structures like holdings, for instance. Secondly, following 
these arrangements in diverse historical situations illuminates the dynamics 
leading to changes and the reasons for obduracy. 

The following questions shape the argument of the paper: How did ownership 
characteristics typical of the Portuguese business groups influence the control 
structures at the top of the organization? How did the structuring of equity ties 
within family groups evolve? What was the relative importance of vertical and 
horizontal ties in shaping the organization of business groups? How do network 
characteristics change in response to new environmental conditions? 

Before moving to answering to these questions the paper provides a long-term 
perspective on the evolution of business groups in Portugal, ranging from the 
formation of the first groups in the early twentieth century to the beginning of 
the 2008 financial crisis. The characteristics assumed by the ultimate ownership 
of business groups will be also investigated in a second step. Their knowledge is 
a precondition to understand how the core entity of the group (a family, an 
entrepreneur, the state, or a federation of strong shareholders) creates control 
mechanisms at the top. 

2. Portuguese business groups in the long-run 

Until the early 1970s business groups in Portugal developed in a context of an 
emerging economy and under conditions of reduced domestic competition 
(Silva, Amaral and Neves, 2016; see table 1 synthesizing the evolution of political 
regimes, the economy and major institutional changes in Portugal over the 
period addressed in the paper). The characteristics and functions of the 
Portuguese groups at the time are well understood in light of the literature on 
the emergence of business groups in developing countries (Khanna and Yafeh, 
2007; Kock and Guillén, 2001): widely diversified, responding to 
underdeveloped capitals for goods and services; creating internal capital 
markets, to face deficiencies in capital markets and arms-length corporate 
finance; a protected domestic economy, highly dependent on administrative and 
political decisions, giving these groups a strong leverage to grow and prosper. 

In the aftermath of the 1974 revolution, these groups were nationalized, marking 
their sudden disappearance (the next paragraphs rely on Silva and Neves, 
forthcoming). Under state ownership the largest and fastest consolidation 
process occurred in several major industries: maritime and road transport, 
cement, pulp paper, oil, electricity, and chemicals, for instance. Nationalization 
not only dismantled the largest business groups, but also merged former private 
competitors, consolidating them into single (and larger) state-owned enterprises 
for each industry. 

After a period of restrictions to private business activity, a new institutional 
framework emerged after the mid-1980s. Pro-business legislation, integration in 
the European community, a quick and massive privatization process created the 
conditions for a market-oriented institutional environment, where business 
groups might not thrive, according to the literature defending the inferiority of 
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this organizational form in competitive environments. Notwithstanding the more 
mature institutional and economic context, at the beginning of the twenty-first 
century new business groups occupy the top of the Portuguese business 
structure, some of them representative of the old families nationalized in 1975, 
others based on new entrants. Growth strategies based on unrelated 
diversification, family control in large block shareholders, holdings and 
pyramidal arrangements restored the face of big business as it existed before 
1975. Big business in Portugal looked at the past to recreate business groups as 
the organizational form at the top of the business structure. 

The restoration of business groups occurred even in those business areas 
consolidated after 1975, where the advantages of specialization, further 
economies of scale and related diversification might prevent their integration 
into widely diversified business groups. In spite of that, consolidated firms in 
sectors like oil, chemicals, and paper pulp also moved into the portfolio of the 
second wave of diversified business groups created after the privatization 
process. This is another face of the resilience of diversified business groups – 
they not only re-emerged, but also entered areas where a former consolidation 
process would predict that after privatization the new firms would remain 
stand-alone firms, outside the perimeter of diversified business groups. 

The new groups maintained their structural determinants, but changed some of 
the past characteristics. In contrast with former domestic-orientation, the 
second wave business groups became increasingly internationalized. 
Diversification is also smaller at the beginning of the twentieth-first century than 
at the end of the first period. The strategy of corporate finance became also 
different. Pre-nationalization business groups created an internal capital market, 
with a combination of a bank and an insurance company within the group, 
typical of the bancassurance model (Fields et al., 2007), contributing to finance 
the group’s organic growth, greenfield investments, and the acquisition of new 
companies. In 2010 groups withdrew from the financial sector. The pre-
nationalization rule that every group had a bank and an insurance company, no 
longer exists in the early twentieth-first century. Not because they did not try to 
recreate the previous strategy of internalizing credit flows, but because the new 
conditions eventually halted the former strategy. 

This historical outline explains why the Portuguese case is so interesting for the 
investigation of some of the riddles in the study of business groups. The 1975 
nationalization isolated the emergence and expansion of groups in different 
institutional and economic contexts. It allows the control over factors that so 
often introduce elements of noise in the comparative analysis over time. 
Nationalization removes the source of causality deflected by path-dependency in 
the evolution of groups (Carney and Gedajlovic, 2002; Khanna and Palepu, 1999; 
Schneider, 2008). This institutional shock interrupts the flow of continuity in the 
evolution of business groups in Portugal and isolates two different historical 
contexts. 

This paper does not address the reasons for the persistence of Portuguese 
business groups in these two distinct periods (see Silva and Neves, forthcoming). 
Next sections will move the argument to the analysis of the configuration of 
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business groups over time. The impact of the different historical contexts 
resurfaces, but to throw light on the reasons for changes in organizational 
dynamics. 

3. Family as a structural determinant of business groups 

The definition of business groups emphasizes two distinctive features that have 
organizational consequences. The first refers to the nature of the core entity or 
ultimate owner, organizing and giving coherence to the aggregation of different 
firms. The second refers to the nature of the binding ties, linking together the 
different firms. The first issue addresses the ownership and control mechanisms, 
which guarantee the centrality role assumed by the core entity. The second 
focuses on the configuration of the business group resulting from the ties 
integrating the firms within the group. 

The core entity may adopt different forms in the Portuguese business groups. 
This core entity may be a family, an individual entrepreneur, or a federation of 
business interests (Silva, Amaral, and Neves, 2016). Comparing with other 
national cases studied in the literature (see Colpan, Hikino and Lincoln, 2010), 
the State remains absent in organizing any business group. The State influenced 
decisively the institutional environment. During the first wave of groups’ 
creation, public investment chose sectors and firms considered to be strategic to 
a developmental economic policy. As a promoter of industrial policies leading to 
the expansion of groups, the Estado Novo played a role like the state in other 
developing countries (Schneider, 2009 and 2010). In contrast, the 1975 
nationalization constituted a deadly intervention by the state toward the largest 
business groups. The state-owned firms existing either before or after 1975 
never originated a vast state-led business group. During the Estado Novo period, 
state ownership interests in different sectors did not create a holding to assume 
any financial or strategic control, similar to what occurred in other countries 
with strong interventionist and corporatist tendencies (Amatori, 1995; Comin 
and Martín, 1991; Toninelli, 2003). The very large state-owned industrial sector 
after 1975 did not subsist enough time to push the existing state holding toward 
the adoption of an integrative role. 

Business groups in Portugal were dominated by families, in the first or in the 
second waves of their history. This is the basic and structural commonality 
crossing both periods. Family was the most important core entity before 1975. It 
monopolized ultimate ownership in second-wave groups (table 2). Therefore, 
any analysis of the organizational structure of business groups must consider an 
initial assumption: the configuration of groups must guarantee the centrality role 
assumed by the family as a core entity within the business group. Changes in the 
nature of ultimate ownership do not play any role in the definition of groups’ 
organizational models, as well as in their internal dynamics. 

Family business groups are usually defined as a source of long-term stability 
(Lumpkin and Brigham, 2011). They are, nevertheless, subject to internally 
generated sources of friction. Generational devolution is one of the reasons for 
the demise of business groups (Silva et al., 2016). The demographic lottery may 
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end a family group when succession cannot be assured. The actual process of 
succession can initiate internal struggles for controlling the group, leading to its 
implosion. 

Malthusian behaviours to preserve family ownership and control may lead to 
self-restraining expansion. This may constrain the willingness to float shares or 
openness to external investors. The impact of family ownership in designing 
business groups’ organizational structure is less well known. The investigation 
on the apex of Portuguese business groups over time may throw some light on 
this issue. 

4. Ownership and control: the apex of family groups 

During the first wave of business groups, pre-nationalization, the formalization 
of a holding company at the apex of the group, exercising equity control over the 
affiliate companies is unusual. The closer situation might be the role banks had 
as a financial holding (BFB, BPA, BBI, BNU). The Espírito Santo group is an 
exception. The family leads the group without the mediation of the bank. The 
coordination is developed informally by the family, using the group’s bank 
(Espírito Santo & Comercial de Lisboa) to store their shares. In other situations, 
the founding entrepreneur assumes direct control, not formalizing any holding 
company too (Champallimaud). Finally, the CUF group displays more complex 
forms of control, maintaining nevertheless the absence of a formal holding 
company at the apex of the group. It exhibited a hierarchical organizational 
structure, although distant from the pyramidal forms mentioned in the literature 
(Morck, 2010). Given the importance assumed by this group within the 
Portuguese business system and the peculiar organizational problems created by 
its size and diversity, the structure of the CUF group will be examined next in 
more detail.1 

Diversity and complexity characterize the organizational structure of the CUF 
group. Diversity over time, as the group’s organization does not remain the same 
throughout its more than 50 years of existence until 1975. Organizational 
complexity distinguished its structure in 1973, when almost 150 firms gravitated 
to the influence of the business group. This complexity also prompts the first 
attempt to foster organizational rationalization to face the challenges coming 
from running such a large and diversified business group. 

Until World War II, its nearly two dozen companies could be managed from an 
operating company, the chemical firm that gave its name to the group 
(Companhia União Fabril) and from the informal vertex assumed by the family. 
The CUF company developed an early diversification of activities and brought 
into is orbit several subsidiaries that were part of its raw materials and 
components supply chain. Outside this cluster the group was already present in 
the financial sector, shipping, shipbuilding and tobacco, as well as some minor 
activities. Establishing the Empresa Geral de Fomento in 1947 created an apex of 
control within the group, like the headquarters staff unit in multidivisional firms 

                                                             
1 The next paragraphs are based on Silva, 2012. 
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(Chandler, 1991), providing budgetary control and planning to family and 
professional top managers, but without acting as a strategic or financial holding. 
In short, EGF professionalized staff support to top management in the family 
group. Shareholdings remained in the CUF company or in the Mello family. 

Twenty years later, in the mid-1960s, the situation was completely different. The 
CUF company remained the most important operating unit, but now the group 
had more than 50 companies in very different sectors. Further expansion was 
expected, taking advantage of the opportunities created by a booming economy. 
In 1964, a financial holding (SOGEFI) emerged to group the shares held by family 
members and to support further expansion of the group.2 After 1972, the 
transformation of the Sociedade Geral (former shipping company) into a purely 
financial sub-holding company created a more complex configuration.3  

It is more apparent than real, this organizational rationality in which SOGEFI 
would occupy the financial vertex of the business group, formalizing a pyramidal 
structure that would dominate the pack of around 150 companies that 
comprised the CUF group in 1973. The reconstruction of the cross-holdings 
among group companies suggests that SOGEFI was not a formal financial apex 
controlling the group (Figure 1). The hierarchical design of equity ties shaping 
the group structure is more complex. What seems evident is a strategy of turning 
financial or manufacturing firms into holdings for organizing different market 
segments in which the group operated. Horizontal equity ties are absent 
between these business silos. They only emerge in the top tier of firms acting as 
administrative holdings in the different segments where the CUF group operated 
or between the firms clustered within a segment holding. 

Managerial control over the entire group constituted a challenge in the early 
1970s. The diversification trend led to a greater challenge to the role of EGF as a 
staffing company to control the entire group, standardizing financial accounting 
across the group and providing the information for managerial decisions. In 
order to become the strategic vortex of the group, the company should lose its 
simple staffing role to become empowered with strategic decision-making. In 
late 1973, the EGF revised its company bylaws and enlarged its board to include 
the two Mello brothers, as well as other top managers of the group4. Ownership 
ties remained spread across the different market segments, headed by the 
operating and financial holdings, without any truly financial apex. On the 
contrary, strategic control became concentrated and formalized in the 
reorganized EGF. The 1974 revolution and the subsequent nationalization 
prevent us from assessing the impact of this change. 

The new business groups emerging after the 1990s remain based on family as 
the ultimate owner and core entity, as their ancestors prior to the 1975 
nationalization. However, they reveal a different way to mould ownership and 
control at the top of the organizational structure. In 2010 there is no group 
                                                             
2 91% of the capital was held by family members (IPE fund, box 253) 
3 Sociedade Geral transferred its assets in shipping to the recently acquired Companhia Nacional 
de Navegação after 1970. It changed statutes to become a purely financial holding (Meeting of the 
Board, number 382, 20 December 1972, IPE fund, box 289). 
4 General meeting of EGF, 26 October 1973 (IPE fund). 
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without a financial holding formalizing the apex of the group equity ties and 
concentrating the family shareholdings. They are not listed and stay closed to 
investors outside family members (see Table 5). They constitute the actual 
vertex of pyramidal structures in contemporary business groups. 

Another major difference is the role of sub-holdings. Before nationalization they 
were mostly administrative or operating holdings: large enterprises in a 
business segment, organizing a cluster of firms having value chain relationships 
amongst them, as it was manifestly portrayed in the CUF group’s case. In 2010, 
they are public financial sub-holdings, draining financial resources into different 
business segments, with access to third-party sources (qualified shareholders, 
capital market, bank loans). 

5. The structuring of equity ties within family groups 

The organizational structure of CUF in 1973 emphasizes some elements that are 
common to other groups. One of them is the proportion of the equity held in 
affiliate firms. Portuguese groups seek positions of incontrovertible control, 
striving to secure more than 50% of the capital over many affiliate firms. Table 4 
highlights the large number of companies in which the majority of shares 
belongs to the group, either through the direct involvement of the top entity 
(family, operational, or financial holdings), or through cross-shareholdings 
between different affiliate firms. For some firms this equity participation is 
substantial, greatly exceeding 50%. Nevertheless, the groups rarely integrate 
affiliates where they held 100% of the capital, unlike present-day conglomerates 
or the second-wave business groups. When equity participation remains below 
the 50% threshold, it still allows a controlling stake regarding minority 
shareholders. Some of these participations well below 50% also constitute the 
rare situations when a group embarks into a joint venture with other domestic 
groups. 

Again, there is some diversity of situations. With the outstanding exception of 
BBI, the banking groups reveal a lower level of equity control over the affiliates, 
always below 50%. Among the banks heading business groups, Fonsecas & 
Burnay presents the lowest average shareholding, since there was a trend 
toward decreasing the level of equity participation. The Espírito Santo family and 
BPA remain in higher positions, but still below the 50% threshold. 

Legal restrictions on holding stock by banks explain this common pattern. 
Banking regulation in 1935 had as one of its main objectives to prevent banks to 
function as universal or investment banks. Banks had to hold cash reserves in a 
proportion of 20% of their activity, and the remaining 80% had to be backed by 
instruments of no more than three months’ maturity. Banks could lend long-term 
only out of their capital and only up to 15% of that same capital. Additionally, 
banks could not acquire stock of other firms representing more than 20% of 
their own capital (Amaral, 2013).  

On the other spectrum, the CUF group favored equity control over most of the 
capital, regardless of the different segments in which the group operated, being 
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far from the N-form (Yiu et al., 2007) or alliance principle of business groups 
(Colpan and Hikino, 2010). For instance, in the case of the manufacturing sector, 
the CUF company always has more than 50% of the firms active in business 
segments where the chemical company was also present or on which it was 
dependent. The financial bond corresponds to an operational integration with 
the CUF company, as they operate in complementary products, components, or 
raw materials, included in CUF’s value chain. The same logic can be applied to 
other operating companies acting as holdings, as in the maritime transport and 
services (CNN), in the group’s financial arm (Totta & Açores bank and Império, 
the insurance company), in shipbuilding (Lisnave), and to a lesser extent in the 
tobacco company (Tabaqueira) (see Figure 1, charting these operating holdings 
in their respective market segment). 

In any of these situations, equity control matches the control of strategic 
resources by the parent, operational holding. Control of resources (technology, 
distribution channels or value chain membership) could be another way to 
provide managerial integration within a business group, even without a clear 
majority in the stock (Lorenzoni and Lipparini, 1999). In the case of the CUF 
equity control and resource control worked hand in hand. 

Groups’ comeback after 1990 introduced some changes in the characteristics and 
configuration of equity ties. The new tendency is to have levels of participation 
even higher than before the nationalization. The ES group displayed in figure 3 
can illustrate the novelties. The group has two major sub-holdings, organizing 
the group’s participation the financial sector (ES Financial Group) and non-
financial industries (Rio Forte Investments). These holdings had a stake of 100% 
in any of the next-tier sub-holdings, which in turn had similar participations in 
the operating firms they organize in each business segment. Some exceptions 
stand out in this logic. When the financial sub-holding was listed and had access 
to the capital market (BESPAR, PARTRAN, ES Saúde), the level of control was 
large but far from 100%. When the firm constituted an operating company, but 
was listed in the stock exchange, the level of control was also below the 100%. In 
some cases, it was well below (BES – 25%), even if it allowed the family group a 
position of control. In one case the ownership of the firm (PT) was so widely 
diluted in the market that a 10% participation gave the family group a position of 
control. Finally, a few firms were part of partnerships with other groups 
(Ascendi, OPWAY), which also lowered the participation of the ES group. 

Other contemporary business groups (Jerónimo Martins, Sonae, José de Mello, 
Mota-Engil, Semapa, Américo Amorim) had a similar logic in the equity ties 
among the groups’ firms. Sub-holdings heading business segments (e.g., mass 
retailing in JM and Sonae, construction in Mota-Engil) display equity 
participations of 100%. The similitude with equity ties in conglomerates is 
striking and reveals a degree of isomorphism in organizational behaviour 
between business groups and conglomerates not perceptible until now. 

 

6. Hierarchical and horizontal configurations 
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Ownership and control over companies of a group can be exercised either 
through hierarchical ownership ties or horizontal cross-shareholdings. The 
typology of business groups’ organizational forms proposed by Yiu and his 
colleagues (2007) traces two basic dimensions: vertical linkages, mostly 
articulated through ownership ties; horizontal relationships between the affiliate 
firms, based not only on equity ties, but also on internal transactions (resource-
dependency, for instance) and other more fragile dyadic social ties. An ultimate 
owner (family, entrepreneur, state, or federation of business interests) may use 
vertical and horizontal ties as alternative devices or may combine them to 
control the affiliate firms. 

In more diversified groups before the nationalization, such as CUF, there is little 
horizontal interdependence between the vast number of affiliate firms, dispersed 
across such a large range of industries and sectors. The presence in such a wider 
scope of business sectors excludes extensive horizontal linkages. The CUF group 
is a clear example of a hierarchical organization, not revealing, nevertheless, a 
pyramidal structure (Morck, 2010). The hierarchical structure is clearly visible 
in each business segment (see again figure 1; Yiu et al., 2007: 1567-9). The 
resulting configuration is the product of several decades of acquisitions, 
greenfield investments, and mergers. It is more the result of sedimentary, 
stratigraphic processes, in which different layers of firms had been added to the 
group, than the outcome of the Cartesian logic of the organizational diagrams. 

These stratigraphic layers of firms added to the group are very evident in the 
oldest business segments, such as the chemical industry. The fragmentation and 
juxtaposition of affiliates in the same business area induced a pressure over 
profitability, making coordination difficult and increasing overhead costs. In 
1970, the group promoted an organizational rationalization of the CUF company 
(the chemical firm acting as an operating holding and the largest firm in the 
group’s universe) and of the cluster of firms in the CUF company business areas 
(chemicals, textiles, consumer goods, and metal-mechanical). This cluster of 
related affiliates was assigned to CUF’s profit centers, but without ending their 
nature as legally independent firms (In Figure 4, these affiliate firms are listed at 
the bottom of the figure, within dotted rectangles and under each CUF company 
division: chemical, consumer goods, textile, metal-mechanical). Therefore, 
McKinsey’s reorganization did not introduce a classical multidivisional form, as 
occurred in several other cases across Europe during the late 1950s and 1960s 
(McKenna, 2006; Kipping, 1999). It laid a rationalized organizational overhead, 
based on four clear business segments and many underneath profit centers, over 
the existing 20 firms working in the same businesses than the CUF company. It 
merged activities spread by different independent firms, saving on managerial 
resources and functional services, rationalizing production, purchasing, and 
marketing. The managerial principles of the multi-divisional structure (xxxxx) 
were applied in the reorganization. Nevertheless, the formal organizational 
configuration remained based on clusters of independent firms, organized by 
business segment and profit center, and headed by CUF as an operating holding 
(more on Silva, 2011). 

In other less diversified and smaller groups, horizontal linkages were more 
frequent. In the case of the BBI group, they were also used to circumvent legal 
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limitations to bank investment. Following the increasing integration of firms in 
this group, a set of 32 small, financial holding companies was created. The 
previously referred high levels of equity on affiliates could be maintained with 
these small financial holdings. A complex system of cross-holdings and circular 
holdings linked these holding companies between them, with the bank and the 
main operating companies (Figure 2). The holding scheme set up by the BBI 
group could avoid the legal restrictions on banks’ equity participation in other 
companies. The bank maintained a key role within the group, financing the 
holdings in order to indirectly control the equity of the group’s companies, but 
not overcoming the direct equity thresholds set by the banking law. 

Groups’ reemergence after 1990 introduces some changes in the relationships 
between ownership, control and organizational configurations. As mentioned 
before, in 2010 there is no group without a holding at the top of a pyramidal 
structure, not listed and restricted to family members. They are not listed and 
remain closed to investors outside family members. Their function is to 
maximize the control rights over the enterprises in the group, taking advantage 
of the cascade of ever decreasing ownership rights in comparison to control 
rights (see the stylized pyramidal business group in Figure 21.3 of Morck, 2010) 

Therefore, typical pyramid structures characterize current business groups, in a 
clear contrast with pre-1975 groups. A first tier of listed firms, usually financial 
holdings, control other listed firms and more layers could be added to these 
pyramids. The first tier of listed financial holdings is ultimately owned and 
controlled by the non-listed family holding, with the remaining shares sold to 
other investors. The cascade of control rights dependent from the ultimate 
owner is achieved through the investment of a disproportionate minor 
proportion of ownership rights (see figure 3 for the Espírito Santo case). Even 
without dual-class shares (only existing in previously state-owned firms already 
privatized, but where the state may maintain minority “golden shares”), the 
cascade of ownership rights across the pyramid magnify control rights over a 
larger amount of the aggregated capital of the entire group. 

8. Corporate networks, ownership, and control 

 

9. Conclusion (provisional) 

Different ownership and organizational patterns coexist and evolve over time in 
Portuguese business groups. More than a parochial conclusion, this may lead to 
rethinking what business groups are as an organizational form. The holding form 
is abundantly mentioned as a characteristic of business groups’ ownership and 
coordination mechanisms. However, holdings may perform different 
organizational functions: family ownership holdings, usually closed blocks of 
shares (early twentieth-first century); administrative or operational holdings, 
acting as means of polarizing ownership and managerial coordination (pre-1975 
and also early twentieth-first century); financial holdings in pyramidal 
arrangements to act as financial vehicles for business segments and new 
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ventures, mobilizing third-party shareholders to family business groups (early 
twentieth-first century). Failing to perceive these types of holding firms may lead 
to analytical confusion and to inadequate understanding of different 
organizational forms assumed by business groups. 

As an organizational form business groups are endowed with this flexibility, 
being easily adaptable to different environments. The flexibility is also extended 
to what constitutes a business group, explaining the vast array of definitions 
present in the literature, as well as the diverse taxonomical configurations 
visible in the case of the Portuguese business groups. For instance, the 
relationship many times presumed between family, pyramidal structure, and 
unrelated diversification as inherent to business groups is far from a universal 
tendency. The evolution of groups in Portugal over a century and in different 
contexts establishes the multiple configurations this organizational form can 
assume. Changes in strategic positioning moved business groups along a 
continuum of more restricted or broader diversification. Different growth 
strategies over time or across groups generated different organizational 
solutions. Pyramids is only one of these solutions, only visible in the Portuguese 
case in the contemporary period, when capital markets become more active and 
arm’s-length intermediation by stand-alone banks substitute relationship 
banking typical of the first period.  

Two features are particularly typical of business groups in Portugal: the primacy 
of a hierarchical organization, even without any formal, financial apex; the 
extensive holdings the group had in affiliate firms. The last feature may have far-
reaching consequences in defining the strategy of Portuguese business groups, 
explaining why groups are so exclusive in their partnerships. They are inward-
looking organizations, segmenting the affiliate firms from more inclusive 
partnerships. In addition, it is important to stress the plasticity of groups as a 
business organization. This is one of the starkest conclusions emerging from this 
analysis of the Portuguese groups, and may represent a fundamental issue to 
understand the diversity of arrangements assumed by this organizational form 
and the difficulty in agreeing on a standard definition.  

Is there any sign of path-dependency when we compare pre-1975 and early 
twentieth-first business groups? The answer is simply negative. Groups 
reemerging in late twentieth century and descending from pre-1975 large 
groups adopt the characteristics of the period. 
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Table 1 – Political regimes, institutions and economy in Portugal, 1910-2010 

Period Political regime Economic overview Economy: growth and structural change Institutional environment 

1910-
1926 

First Republic  Inflation and currency 
depreciation (1918-24) 

 Economic growth (1920-24) 
 Deflationary policy (after 1924) 

Annual growth rate GDP per capita 
 1910-26: 1.01% 
Employment in agriculture 
 1911: 57% 
GDP per capita as % of developed countries 
 1910: 33% 

 Inheriting changes in institutional 
framework from the 19th century 

 1925 banking law 

1926-
1974 

Estado Novo, 

Authoritarian and 
single party regime 

 Mild impact of the Great 
Depression, with the exception of 
colonies 

 High economic growth, 1950s-
1970s 

Annual growth rate GDP per capita 
 1950-60: 3.88% 
 1960-73: 6,54% 
Employment in agriculture 
 1950: 48% 
 1970: 32% 
GDP per capita as % of developed countries 
 1950: 33% 
 1973: 54% 

 1935 banking law 
 Corporatism (regulate and contain 

competition; creation of cartelized 
structures) 

 Industrial licensing 

1974-
1986 

Democratic 
revolution (1974) 

Consolidation of 
democracy (1974-82) 

 Economic recession (1975) 
 Financial crises (1975-78 and 

1983-85) 

Annual growth rate GDP per capita 
 1973-86: 1.73% 
Employment in agriculture 
 1981: 18% 
GDP per capita as % of developed countries 
 1985: 52% 

 Decolonization and confiscation of firms 
in the colonies 

 1975 nationalizations 
 Abolition of corporatist institutions 
 Social and political turmoil (1974-76) 

1986-
2010 

Democracy  High economic growth (1986-92) 
 Low economic growth and 

stagnation (mid-1990s on) 

Annual growth rate GDP per capita 
 1986-2000: 3.95% 
 2000-2007: 0.45% 
Employment in agriculture 
 2010: 11% 
GDP per capita as % of developed countries 
 2007: 60% 

 Entering in the EEC (1986) 
 Constitutional revisions and laws 

opening up public sectors to private 
investment (1982-89) 

 Privatization (late 1980s on) 
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Table 2 - The largest Portuguese business groups, an overview 

Group Sector of origin Date of 
formation Ownership Generational 

depth 
Diversification 
(# of sectors) 

Turnover A 
2010 M € 

Turnover B 
2010 M € 

1973 

CUF Manufacturing 1920s Family 3rd 46 4,765 3,000 

Champalimaud Manufacturing 1950s Family 1st 20 2,268 1,812 

Espírito Santo (ES) Banking 1940s Family 2nd  11 1,917 978 

Banco Borges & Irmão (BBI) Banking 1940s Family 2nd 19 804 706 

Banco Português do Atlântico (BPA) Banking 1960s Federation - 17 749 606 

Banco Nacional Ultramarino (BNU) Banking 1890s Federation - 17 883 437 

Banco Fonsecas & Burnay (BFB) Banking 1880s ? - 16 668 316 

2010 

Sonae Manufacturing 1980s Family 2nd  14 7,652 7,652 

Américo Amorim Manufacturing 1980s Family 1st 11 18,701 5,434 

José de Mello (ex-CUF) Manufacturing 1920s Family 4+ 11 6,223 1,505 

Mota-Engil Construction 1990s Family 2nd 12 2,596 2,229 

Semapa Manufacturing 2000s Family 2nd 6 1,688 1,688 

Jerónimo Martins Retailing 1940s Family 3rd 8 8,691 8,691 

Espírito Santo (ES) Banking 1940s Family 4+ 12 9,888 6,518 

       
 

Ownership: nature of the group ultimate owner (federation: federation of business interests, represented by several families and entrepreneurs as owners of the 
bank). In 1973, the GUO of Burnay is not clearly defined due to the struggle for the control of the bank taking place at the end of the 1960s. 
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Generational depth: number of generations at the head of the group. 

Diversification: Number of industrial branches where the group has operations, using the International Standard Industrial Classification (ISIC) classification at 
the 2-digit level 

Turnover: turnover of groups’ affiliates –  (A) Total turnover of the firms at 2010 constant prices (B) Turnover weighted according to the group’s stake at 2010 
constant prices. 

Source: 1973: compiled and calculated from database constructed for the project “Business Groups in the Estado Novo period” (FCT - reference). 
2010: Amadeus and DB Informa databases; annual reports. 
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Table 3 – Taxonomy 

Groups GUO 
Generational 
depth 

Sector of origin 
Administrative 
Control 

Ownership 
/ control 

Structure 
and control 

Organizational 
form 

Corporate finance 

1973 

CUF Family 3rd Manufacturing Strategic, budgetary 50% + stake Operating Vertical Intra-group capital market 

Champalimaud Family 1st Manufacturing Strategic, budgetary 50% + stake Personal Vertical Intra-group capital market 

Espírito Santo (ES) Family 3rd Banking Financial Smaller Operating Vertical Intra-group capital market 

Banco Borges & Irmão (BBI) Family 2nd Banking Financial 50% + stake Operating Horizontal Intra-group capital market 

Banco Português Atlântico (BPA) Federation - Banking ? 50% + stake Operating Horizontal Intra-group capital market 

Banco Nacional Ultramarino (BNU) Federation - Banking Financial Smaller Operating Vertical Intra-group capital market 

Banco Fonsecas & Burnay (BFB) ? - Banking Strategic -> Financial Smaller Operating Vertical Intra-group capital market 

2010 

Sonae Family 1st Manufacturing Strategic, budgetary Pyramidal Holding Vertical Banking intermediation 

Américo Amorim Family 1st Manufacturing ? Pyramidal Holding Vertical Banking intermediation 

José de Mello (ex-CUF) Family 4+ Manufacturing ? Pyramidal Holding Vertical Banking intermediation 

Mota-Engil Family 2nd Construction Strategic, budgetary Pyramidal Holding Vertical Banking intermediation 

Semapa Family 2nd Manufacturing Strategic, budgetary Pyramidal Holding Vertical Banking intermediation 
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Jerónimo Martins Family 3rd Trade Strategic, budgetary Pyramidal Holding Vertical Banking intermediation 

Espírito Santo (ES) Family 4+ Banking Financial Pyramidal Holding Vertical Intra-group capital market 

 

        
GUO: group ultimate owner 

Generational depth: see table 3 

Administrative control: characteristics of the administrative control exerted by the top control unit over the group. 

Ownership/control: shareholding structure of the affiliates, representing the level of control by the GUO 

Structure and control: characteristics of the control unit and organizational structure. Personal: no formalized control unit at the top of the group. Operating: 
control unit and organizational structure based operating companies. Holding: holding company at the top of the group and financial subholdings at the top of 
different business areas. Mixed: mostly based on operating companies, but with the existence of a few financial holdings. 

Organizational form: relative importance of vertical/hierarchical equity ties or horizontal equity ties, based on circular and cross-shareholdings (see Yiu et al, 
2007) 

Corporate finance: the most important source of corporate finance to the group. Intra-group capital market: capital flows internal to the group, based on its own 
bank (relational banking), are the most important source for financing its organic growth, greenfield investments, and the acquisition of new companies. Banking 
intermediation: arm’s length bank relationships between the group and independent banks. 

 

Source: 1973: compiled and calculated from database constructed for the project “Business Groups in the Estado Novo period” (FCT - reference). 
2010: Amadeus database and annual reports. 
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Table 4 - Number of firms according to group shareholding, 1973/74 

 

Group Participation 
10-20% 

Participation 
20-50% 

Participation 
50-100% 

Average group 
shareholding (%) 

CUF 4 25 98 69.3 

ES 6 5 6 38.6 

BBI 0 2 85 85.9 

BFB 11 9 8 30.9 

BPA 3 12 15 49.0 

Champ 7 12 19 54.0 

 

Source: Compiled and calculated from database constructed for the project “Business Groups in the Estado Novo period” (FCT - reference) 
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Table 5 – Family holdings, 2010 

  

Group Family holding Main participations - Company name [Industry] (participation) Listed Company

Soane [retail] (53%) LC

SoaneCom [Telecomunications] (53% * 53%) LC

Sonae Sierra [Real Estate] (53% * 50%)

Sonae Indústria [Wood] (51%) LC

Corticeira Amorim [Cork] (79%) LC

Galp [Oil] (55% * 33%) LC

Banco Popular Español  [Banking] (7%) LC

CUF [Chemicals] (100%)

JM Saúde [Health care] (70%)

Efacec [Electrical equipment] (50%)

Brisa [Highway concession] (31%) LC

EDP [Electricity] (5%) LC

Mota-Engil [Construction] (65%) LC

Ascendi [Highway concession] (65% * 60%)

Martifer [Metalworking] (65% * 38%) LC

Semapa [Holding company] (51%) LC

Portucel [Pulp and paper] (77%) LC

Secil  [Cement] (51%)

Jerónimo Martins Sociedade Francisco Manuel dos Santos, SGPS Jerónimo Martins [Retail] (56%) LC

Espírito Santo Espírito Santo Control See Figure 2

Sources: Companies' Annual Reports, 2010

FM - Sociedade de Controlo, SGPSMota-Engil

Semapa
Sodim, SGPS                                                                             
Cimo - Gestão de Participações, SGPS                             
Longapar, SGPS

Sonae

Américo Amorim

EFANOR - Investimentos, SGPS

Interfamilia II, SGPS

José de Mello José de Mello, SGPS
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Figure 1 – Organization of the CUF group (1974) 

 
Source: CUF archive, equity participation of the firms nationalized in 1975, and annual reports  
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Figure 2 – Organization of the BBI group (1974) 

 

 
Source: Equity participation of the firms nationalized in 1975 and annual reports. 
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Figure 3: Organization of the Espírito Santo group (2010)

Source: Amadeus database and annual reports for 2010
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Figure 4: CUF Company – Organizational structure proposed by McKinsey (1970)
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