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It was a day in mid-2015 and almost all of the eighty employees at the Kids&Us headquarters in
Manresa had gone home. But Natalia Perarnau and Quim Serracanta, the owners and founders
of the company, were in no hurry to leave that day since their two kids were occupied with after-
school activities. For the last 10 years, they’d been building a dream. Natalia’s hunch that English
could be taught in a different way, and from a very early age, had led to the creation of a network
of over 235 schools in Spain.

The company had also been experimenting with some franchise schools in other European
countries. It seemed like the time had come to pursue international expansion on a large scale.
In fact, Natalia and Quim had recently returned from an exploratory trip to China feeling very
excited. “We thought we were in the first division, but that’s the NBA,” said Quim. An Asian
partner had proposed an exclusivity-agreement to develop the business in the main cities of
eastern China: Shanghai, Beijing and Shenzhen. He estimated he could open around 40 schools
in two years, and up to 150 in five years. The challenge of moving into the Chinese market fit in
perfectly with the founders’ determination to make the company a global leader.

At the same time, pursuing expansion in a country that had so much potential but was so
different from their home market was a major challenge. They’d already run into difficulties in
Mexico, a country that was culturally much closer to Spain. In that case, given the impossibility
of running the business from a distance, Kids&Us had opted to look for a local partner to act as
a master franchisee. After a year and a half, growth was well below expectations. Financial
problems and the first frictions had begun to appear. As a result of the decision to leave the
management of the business in the hands of others, the company culture and its relationship
with franchisees appeared to have suffered, which ended up hurting results.

Natalia and Quim were in little doubt that it was the right time to enter the Chinese market; however,
they weren’t at all sure how to structure the business in the country. Their potential partner had
proposed that he act as a franchiser, but working only on a commission basis. But perhaps this time
it was worth returning to the original model and managing the expansion directly.
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Kids&Us: Origins

Kids&Us grew out of an idea that Natalia Perarnau had come up with. In 1992, after earning a
degree in English Studies, Natalia had opened a small English school (the English Study Center)
in Manresa, her hometown—a city with a population of 75,000 that had always had a strong
industrial and entrepreneurial character within Catalonia and the rest of Spain.* In her first years
running the school, she came to see that the traditional approach to teaching English as a second
language wasn’t really working in Spain.

“It’s very difficult to get teenagers and adults to commit, and their loyalty is minimal. That
makes it hard to achieve results! So | decided to focus on a children’s section for three-year-
olds. Maybe that way I'd be able to attract their parents too! | soon realized a different
approach was needed to teach young children.”

It was at that point, in 1999, that Natalia decided to do her homework and get some training on
innovative methodologies for teaching children. These approaches were based on the intensive
use of visual aids and recommended repetition as a means of driving memorization. At the same
time, when her first daughter was born that year, Natalia’s natural curiosity led her to start
talking to her in English for a while each day (no more than 10 minutes) so she’d get used to the
sound of the language. In less than two years, she saw that her daughter not only understood
what she was saying, but also tried to respond with simple sentences in English.

As a result of this experience, and after seeing that methods which focused solely on
memorization weren’t entirely satisfactory, she decided to develop her own system for teaching
children English from babyhood on. After seeing the initial results, Natalia wanted to continue
expanding the content so that her students would be able to continue their studies year after
year. It was at this point that she started selling licenses. During this period (2005-2008), Natalia
and a collaborator at her school managed to sell licenses? to use her method to five language
schools in the province of Barcelona:?

After several years of intense activity-designing, teaching and marketing the method-Natalia
proposed that her husband, Quim Serracanta, join the project and that they formalize the
business structure of Kids&Us. They immediately realized it was very difficult to get language
schools to apply the method rigorously, and that the only way to ensure that it was used
properly, and that the brand image developed in the right way, was to tightly control schools.
Thus, in 2008, they decided to focus on opening franchises under the name Kids&Us School of
English.

From that point on, the company really took off. In less than seven years (by mid-2015), Kids&Us
had 230 schools in Spain and Andorra and another 31 at locations in Belgium, the Czech
Republic, France, Italy, Mexico and Portugal. More than 82,000 children were learning English
through the school’s methodology (see Exhibits 1 and 2). The company had a turnover of around
€15 million in 2015.

1 Other major family businesses with an international dimension had got their start in Manresa and were headquartered
in the city, including the jewelry and luxury-product company Tous, and AUSA, a firm that sells industrial equipment.

2 Licensed schools (establishments already involved in teaching languages or other subjects) are authorized to use the
materials associated with the method, but not the company’s trade name or corporate image. Franchise schools, in
contrast, fully adopt the method and use the franchiser’s corporate image.

3 In Barcelona, Berga, Matard, Sant Cugat del Vallés, and Vilafranca del Penedes.
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The English-Teaching Sector in Spain and Europe

In 2015, the language-teaching sector (and the teaching of English in particular) was still
generally very fragmented, not very professionalized, and poorly regulated in Spain. From 2010
to 2015, the number of English language schools in the country, which had hovered around 3000
in recent decades,* grew by 33% as a result of demand generated by the requirement to have a
certain level of English proficiency in higher education under the Bologna process, and due to
the availability of teaching staff as a result of high unemployment. The situation was much the
same in other European countries.

People who wanted to learn English had several options. First, there were teachers (mostly
native speakers) who offered their services to individuals and families in a rather informal way
(by posting notices on bulletin boards, via the Internet, or by word of mouth). Teachers with
more of an entrepreneurial spirit would sometimes set up their own schools in apartments or
on business premises and hire other teachers (also on an informal basis) to work for them. A
typical school had two or three classrooms and up to 10 teachers, who would give classes on a
part-time basis, especially in the morning (from 7 to 10 a.m.) and in the afternoon/evening (5 to
10 p.m.). These “neighborhood schools” generally didn’t follow a rigorous method or take a
disciplined approach to running the business, and it was quite common to see them spring up
and disappear.

“Chain schools” of some renown (such as Berlitz and Inlingua) were the second alternative.
These schools operated as franchises and were established in large and medium-sized cities. (In
fact, some neighborhood language schools opted to join these chains as franchises.) They
offered a common image and marketing approach, and sometimes developed shared materials
(books, evaluation sheets, videos, etc.), but generally the directors and teachers at each school
were responsible for choosing the most appropriate methodology. The level of training that
teachers had varied, but in most cases they were required to have some kind of internationally
recognized teaching certificate.”

Finally, in addition to independent neighborhood schools and chain schools, there were
educational establishments with a more official character, such as the Escuela Oficial de Idiomas
(Official Language School), the British Council, and the Instituto de Estudios Norteamericanos
(Institute of American Studies). These institutions had a stronger tradition and offered (at the
international level) a standardized, consistent methodology in all of their schools.

In addition to purely classroom-based teaching, in the mid-1990s a new kind of franchise chain
appeared, offering an individualized, computer-based learning method that was highly flexible,
allowing language learners to study at their convenience. Some of these chains, such as Wall
Street English and Opening English School, experienced rapid growth, but their expansion was
eventually curbed by the appearance of online courses.®

Whatever the type of school, courses were aimed mainly at young people and adults. Language
skills were developed through progressive learning of grammar and memorization of vocabulary,
with the gradual introduction of conversation and more complex texts. The goal was often to

4 According to the Spanish Federation of Language Schools (FECEI): http://comunidad-escolar-cnice.mec.es/769/infod.html.

> Teacher qualifications generally certified that they had a sufficient level of English and had completed specialized
training courses lasting four to six weeks.

6 Some of these establishments were also hit by scandals when students who had paid in advance found that schools had
ceased to operate, leaving them out-of-pocket and unable to complete their courses.
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