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Abstract: The current national and international economic environments have the hallmark of a
high degree of uncertainty and are characterized by significant fluctuations under the influence
of various factors. Thus, business sustainability becomes more sensitive to these influences,
regardless of the business model applied. The results of multiple research and analysis of family
business at the international level show that this type of entrepreneurial activity is sustainable
and efficient from several points of view, contributing not only to the economic growth of the
country of origin but also at international level. Since in the Republic of Moldova the
entrepreneurial activity has been practiced for about 30 years, we found that, until now, the
family businesses have not been analyzed as a separate segment and their specific features have
not been identified. Through this research we intended to perform a scan of family businesses in
order to identify their profile in the context of the existing business environment. The study
carried out allowed us to establish the Portrait of family businesses in the Republic of Moldova,
to find some common ground and differences between family businesses in both developed and
developing countries. The results of the study can serve as grounds for other more in-depth and
specific research, and for decision makers as support in developing and implementing policies
and support tools for the development of this important segment of entrepreneurship.
Keywords: family business, sustainability of the family business, successions, family members,
business plan, conflict solving, business environment, decision making, business support
instruments, future development.

Introduction
There could be used various models to carry out an entrepreneurial activity, family business being one
of them. This model proved in time to be sustainable not only as regards the financial results, but also
the attitude towards clients, society and traditions. Well-known trademarks such as Ommo, Oral-B,
Adidas, Siemens, Samsung, Wal-Mart, Ford Motor, Koch Industries, Standard Oil, IKEA, thanks to
successful combination of more factors have developed quickly and transformed into big well-known
family companies.
Family business is an important force of the world economy and a basic pillar in the economic
systems of many countries worldwide. As to representativeness, family businesses cover between 75%
and 90% of all enterprises in the world, where in Europe over 75% of businesses are family businesses,
where over 50% of the total of manpower is employed. According to Forbes Magazine [1], family
businesses generate about 50% of the gross domestic product; less than one third of family companies

129

Journal of Research and Innovation for Sustainable Society (JRISS)
Volume 2, Issue 2, 2020
ISSN: 2668-0416
Thoth Publishing House

survive the transition from the first to the second property generation and another 50% of family
businesses do not survive the transition from the second to the third generation.
Lots of regular surveys conducted by specialized research companies, family business associations
and universities (PwC – Global Family Business Survey, EY Family Business Year book, The MGi
Australian Family and Private Business survey, Kreischer Miller Family Business Survey, etc.)
regarding the family business in different countries highlighted a few peculiarities that distinguish it
from the non-family business, namely [2]
: a faster and more flexible decision-making process, greater involvement and responsibility, a
simpler and less bureaucratic management structure, entrepreneurial spirit doubled by creativity and
innovation. There are features that provide for a stronger motivation for some persons to launch and to
develop a family business despite difficulties that influence on its stability and competitiveness.
Why family companies are important? Field studies of family companies carried out so far showed
that this type of company has significant benefits for the economy and society in general, namely:
o Family companies have a higher financial performance and are more profitable in time;
o Family businesses are less susceptible to dismiss staff and have a higher probability of
employment;
o Family businesses in whole are better for communities they live in both for business
development and philanthropic activities;
o Family businesses’ perspective to survive in time is higher and, therefore, they have a better
balance between short-term remuneration in long run.
Even if the entrepreneurial activity in Republic of Moldova is rather young, the family business has
already succeeded to show that it is an important sector for the economic development, but which
practically is unknown and unstudied. The first steps to draw the attention to this sector have been taken
by the Ministry of Economy, which was included in the action plan for 2018 under the action – the Draft
Law on the activity of family companies worked out and approved, but unfortunately not implemented.
The majority of family businesses in Republic of Moldova are included in the SME sector, which
has been studied under various aspects since 1990, and the financial and non-financial support,
management, association and cooperation, new market penetration, innovation and research models
were identified and applied, which are obviously valid for family businesses too. The results of those
studies laid the basis for developing and adjusting along the standard framework related to SME. There
were created structures meant to support this sector and significant resources were attracted from the
national budget and development partners in order to support the SME sector, and the family businesses
as part of the latter benefit from it too. Despite this, there was conducted no specific research focused
on the analysis of this area, on the development and management specifics, on ensuring succession as
such type of business is analyzed in many developed and developing countries.
This survey is designed to conduct the first qualitative study of the family business sector in Moldova
in order to identify its profile, specific features and to analyze by comparing the position of owners of
family businesses as regards the process of management, settlement of difficult situations and further
visions.
We acknowledge that this is a first step and obviously just one research cannot study and analyze all
aspects regarding the specifics of the local family businesses. At the same time, we are confident that
the survey results shall serve to identify some specific elements to this important segment of the business
environment and to lay the basis for subsequent studies and analyses.
Study methodology
This research has been conducted in order to identify the profile of family business in Republic of
Moldova as a specific segment and model of sustainable entrepreneurial activity.
The qualitative research was used as method to carry out this study, namely an online questionnaire
was provided to about 325 local companies and answered by 196 respondents. The survey was
conducted in the period September 2018 – February 2019. Most respondents were those who benefited
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from SME Support Programs implemented by the Organization for Small and Medium Enterprises
Sector Development (ODIMM) and residents of 11 business incubators in Moldova. The motivation for
involving them in this study based on the acknowledgement of situation and their assignment to the
category/class of family business. Pursuant to the distribution of respondents as to the duration of
activity, a greater share was covered by FB with rather little experience (compared to other developed
countries), but which was enough to voice their opinion regarding the questions included in the
questionnaire. As regards the size of FB participating in this study, in line with the SME definition [3],
more participants are included in the category of micro-enterprises based on the number of employees
and the annual turnover (at least according to the answers provided).
The questionnaire is divided into 4 units: family business profile, family business management,
family business perspectives and demography. To work out this questionnaire aspects researched by
regular surveys conducted by PwC – Global Family Business Survey, EY Family Business Year book,
were considered, so that to make a comparison of opinions and visions, questions from the mentioned 2
surveys, especially to sections 2 and 3 were included in. As regards the question structure, different
types were implemented: direct questions, opinion questions, quiz question, and hierarchic ones. The
SPSS data statistical analysis program was used to process the study results.
The most important obstructions in conducting this study was the entrepreneurs’ reluctance, the high
occupancy rate, the low on-line operation skills and diminished responsibility towards such method of
research.
Declaration: I hereby declare that this article has not been published elsewhere.
Study results
1. Family business description
Firstly, we were set to find out the reasons that laid the basis for decision-making on launch a family
business.
About 48% of respondents highlighted - to provide family with financial stability - as main reason.
This is influenced by the political and economic situation over the past period, which does not provide
any stability and certainty in a non-family company. Another motivating factor for setting-up a family
business was mentioned that of working together with family members – 30%, which the respondents
consider more efficient and more sustainable (see Figure 1).
Figure 1. What type of funds did you use to set up your business?
Partly own means

43,2%

100% Own financial means

37,9%

Bank credits

31,1%

Non-repayable funds from the state support…

23,7%

Money borrowed from relatives not involved in…

17,9%

Non-repayable funds from support programs

14,2%

Money borrowed from relatives involved in the…

8,9%

Other sources

3,2%

Credits from microfinancing companies

3,2%
0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

According with figure 1 we found out that Moldovan entrepreneurs make use of various funds to
initiate a family business. The combined financial means are the most used ones: own and foreign means,
100% own financial means, bank credits etc. As many as 24% of respondents mentioned that they have
accessed non-repayable funds provided by various national support organizations as financing source.

131

Journal of Research and Innovation for Sustainable Society (JRISS)
Volume 2, Issue 2, 2020
ISSN: 2668-0416
Thoth Publishing House

This variety of financing sources used to launch a family business shows that certain opportunities do
exist, and the financing resources do not top the list of issues faced when initiating a business. On the
other hand, local entrepreneurs are more reluctant to initiating a business with crediting sources, due
to more reasons such as high bureaucracy among financial institutions, interest rate, document package
and/or amount of pledge requested. Or banks are more reluctant to financing a business that could
generate significant financial risks for them. But entrepreneurs are opened to this type of funding when
the business is developing and extending, steps when usually a business needs significant funds.
Most family businesses in Republic of Moldova as in many countries in Eastern Europe and Russia
[4] are at their first management generation (93.2% of participants) with slight passing to the second
one. Only 0.5 % or 5 family businesses participating in the study mentioned that they are managed by
the third generation. In line with the surveys conducted by PwC [5], EY și KPMG and other research
institutions in this field, in most developed countries a significant share is covered by family businesses
at the 2-3 generations [6], [7] followed by those managing businesses in the third and later generations
[8]. Regarding the structure of family members involved in the business there is a diversification based
on the I and II grades kin, which means that there is a willingness to concentrate the capital in the circle
of closest family members in order to reduce related entrepreneurial risks (see Figure 2).
Figure 2. Who exactly of the family is involved in your business?
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

77,9%

31,6%

30%
16,8%

12,1%

16,8%

10%

17,4%

Thus, the greatest share of FB, namely about 78%, is launched together with the spouse, other 30%
represent FB with mother and father, and third ranks FB with children and brothers/sisters. A significant
percentage of respondents mentioned the involvement of other categories of relatives in the family
business (see Figure 3).
Figure 3. What position do family members hold in the company
25%
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5%
0%
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The trend of power focus is also kept as regards the distribution of positions in a FB. Therefore, most
key positions such as founder and administrator are held by the husband/wife in about 23% and,
respectively, 16%, then and by other family members. Instead the specialist positions are held by
different categories of family members, which in our opinion is a long-term strategy with great benefits
for business’s sustainability. This distribution contributes to create efficient teams and, at the same time,
to facilitate the transfer of know-how and to keep the FB secret and innovation. At the same time,
referring to the business management and development strategy, this allows controlling all processes
and keeping a high quality for long periods – which is one of the peculiarities and strong points of a
family business. Not less important is the fact that other relatives are hired as employees in different
subdivisions, which shows that this type of business does not focus only on financial benefits, but it is
also socially responsible.
The number of family members involved in a business varies between 1 and 7 persons, the highest
share of FB consisting of 2 members in about 35% of respondents (figure appropriate to the average
share of employees in a microenterprise in EU members states and RM [9]), followed by 3 members 27.4% and 4 members – 19.5%. This is not much different from the situation known in the developed
countries, as the number of family members is often limited and the eagerness of some family members
to work together is not enhanced, especially among the young generation. But as regards Republic of
Moldova, where in average a family is made up of 4-6 members, this situation is rather good, showing
that more than 50% of family members are involved.
At the same time, the next diagram shows that most members of a family involved in the
entrepreneurial activity are employed on a contract basis, except for the seasonal activities when other
categories of relatives are involved. This shows the level of maturity of the FB management and a higher
level of responsibility towards the company’s employees, regardless of the status and degree of
relationship.
As regards the share of employment of family members in the business’s activities, we found out
that only about 46% of respondents mentioned a full (100%) involvement. In rest, one could observe
small shares of entrepreneurs who mentioned a level of employment of family members of 90% and
less. We consider that this distribution of share of employment of family members is directly connected
to such criteria as: the number of family members involved in business, the family members’ status, the
founder’s management style, the business’s stage of development etc. Certainly it is important for the
founder to involve as many family members as possible in the business’s activities if a common vision
regarding the development strategy exists, the same values and principles of activity are shared.
According to statistical data, the trends of SME’s development over the past years show a rather
stable situation [10]. As most of FB in RM and in other countries are part of this sector, we wanted to
analyze how they developed in 2017 compared to 2016.
To carry out this analysis we have identified some relevant indicators. The basic trend shaped showed
that to all indicators proposed over 50% of entrepreneurs mentioned an increase in 2017 against 2016,
and a greater share being covered by the mild increase. Most businessmen mentioned the indicator of
increase of investments in the business development - 74.2%, followed by sales profits – 73.7% and
number of customers – 72.6%. On one hand these indicators refer to the long-term development
perspectives, which characterize and distinguish the family businesses from the non-family ones
pursuant to lots of researches [11], [12], and on the other hand those show a certain level of performance.
At the same time, entrepreneurs highlighted no change in the number of employees, about 42% of
respondents, no change in the sales market - 29% and no change in the variety of services 26%, which
shows the level of stability of businesses, but which considering the increase of incomes from sales and
in number of clients, in our opinion, represents a qualitative performance. Considering that about 64%
of entrepreneurs participating in this study manage their business for a rather short period 7-8 years, we
may conclude that the situation mentioned by them, based on the indicators analyzed, could be
described/considered as good, both due to how businesses are managed and the variety of instruments
to support SME’s that were and are offered by the business support organizations, public authorities,
business associations etc. [13].
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The analysis of opinions of FB entrepreneurs allowed us concluding that:
 FB is a segment relevant for this type of entrepreneurial activity considering that most of FB are
part of the SME sector, which presently represent about 98% of the total of enterprises at country
level;
 The activity experience of FB is little, as most FB are at their first management generation;
 To initiate a family business, firstly the entrepreneurs were motivated by the opportunity to
secure the financial stability to their family and by the willingness to work together with their
family members;
 Most often the core family members are involved in the FB activity, namely: husband/wife,
mother, father, sister/brother.
 Most key positions such as of founder or administrator are held by the husband/wife and those
of specialists in different subdivisions are held by other relatives or persons do not intimate to a
family;
 Similar to situation in other countries the number of family members involved in FB vary from
1 to 7 persons, and the most common FB are those made up of 2 members that confirms the
hypothesis that FB in RM are mainly from the SME sector;
 As to attracting family members in a FB, their level of involvement is rather high in most FB,
showing that there is a strong and inherent motivation to achieve the goals set;
 Regarding the dynamic of economic development, most entrepreneurs underlined the positive
trend in growth to more indicators, thus confirming that FB is a sustainable model of
entrepreneurial activity.
2. Family business perceptions as model of entrepreneurial activity
Considering that the FB sector in Republic of Moldova has not been almost researched, we thought
necessary to analyze the main visions and opinions of entrepreneurs regarding this model of
entrepreneurial activity popular all over the world.
At the same time, we were set to identify the FB managerial features in order to have a clearer vision
about the type of management that provides for the business’s sustainability.
To question Which in your opinion are the advantages of a family business, entrepreneurs mentioned
more advantages provided in Figure 6 below.
As you could notice the first ranks the advantage related to the level of dedication/degree of
involvement of family members, being mentioned by about 54% of entrepreneurs. This shows a high risk
read by the entrepreneurs as to situation when non-family employees have a distant attitude towards the
company and dedicate themselves to work strictly to within the limits of their duties, this being
sometimes difficult or expensive to motivate them to get more involved.
The second position is shared between the following advantages: Family members are ready to use
even the last pecuniary means for the sake of business and the concentration of capital within the family
- 45% of respondents.
One can observe that both refer to the financial component, a very important element for all
businesses not only for the family business, and this, on one hand, gives them the opportunity to use
accessible and almost no-cost possibilities for long periods, and on the other hand this contributes to
reduce risks related to the illegal taking over, expropriation usual to non-family businesses (see Figure
4).
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Figure 4. Which in your opinion are the advantages of the family business?

Another advantage important for FB that relates more to the psycho-social and cultural aspect is Selfconfidence and safety, placed on the third place by entrepreneurs. We consider that this advantage has
a higher influence on the family business compared to the advantages ranking first and second positions,
as it has at the basis a certain organizational culture fed up by certain values and principles educated in
the family, developed and transferred through generations [14]. This is a situation typical to FB in other
countries too, where social aspects prevail over the material and pecuniary ones [15] by providing a
planning and decision-making framework and a foundation for building a competitive advantage for the
family business.
In the context of human resources crisis, especially in the rural area, it is relevant and important the
advantage, underscored by about 35% of entrepreneurs, regarding the involvement of family members
in more activities, thus holding more positions by plurality of offices. On one hand, savings to the salary
fund are made, a family member has a diversified work and less organizational tasks set. But on the
other hand, the burden of responsibilities increases, the shortness of time appears, which at their turn
lead to the increase of stress situations, to mistakes in work and finally to losses that could be avoided.
Respectively, the highest risk relates to finding a balance that would provide for the good operation of
business without generating negative effects for employees, either family members or new members.
Another advantage mentioned by 1/3 of entrepreneurs is that a FB is sustainable in time compared
to non-family businesses [16], thus securing both to family members and partners a higher level of
confidence in cooperation and conditions for long-term investments. At the same time, over 20% of
respondents also mentioned other FB advantages, such as: the Satisfaction with being your own boss
and taking decisions on your own; the Possibility to spend more time with the family; To keep and to
transfer some business traditions and secrets; To focus on customer and not on the immediate
profitability.
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It was interesting to analyze these advantages as from the viewpoint of gender, namely, to see what
is important for women and men when launching a family business.
Table 1. Top of FB advantages per gender (first 5 positions)

Concentration of capital within the family
Family members may hold more positions
Family members are ready to devote more time to the business
Family members are ready to use the last money for the sake of business

position
Women
Men
2
5
5
3
1
1
3
2

Family provides for safety and self-confidence

4

Advantage

4

Based on the answers provided, we found that the same advantages are priority for both sexes, but
the degree of importance is partly different, that could serve as reasons for which the family businesses
taking part in the study have been set up.
We consider that cumulatively all advantages mentioned by most entrepreneurs participating in the
study set up the specific FB profile and represent a reliable model of entrepreneurial activity, position
confirmed by the scientists in the field and more studies conducted [17]. As presently there is no
unanimous accepted definition for family business or each country prefers to have its own interpretation
for this type of entrepreneurial activity, we considered important to analyze the opinion of local
businessmen - managers of family businesses. So, they were proposed to analyze more definitions for
family business in order to set the main criteria for identifying this type of business. Based on the
opinions shared, we are set to give our own definition of family business, characterizing its specific in
Moldova.
Table 2. Which of the following definitions for FB do you agree with?
Proposed definitions
1
2

3

4

The ownership and management of the organization are concentrated in the
hands of a family
The family members hold a share of at least 50% of the company’s equity;
At least 2 family members participate in strategic decision making;
At least one family member holds a management position in the established
family business
Most decision-making rights are in the possession of the natural person who
created the business or who is in the possession of the spouses, parents, direct
heirs of the child or children;
At least one representative of the family or relatives is formally involved in
governing the organization;
If the person who founded or acquired the company or family holds at least
25% of the decision rights to which it is proved by holding the capital.
The majority of votes are held by the person who set up or acquired the
company (Or by the spouses, parents, children or direct heirs of the child) and
(2) at least one of the family representatives is involved in the management
or administration of the family business
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The finding made is that for most respondents, about 64%, the business family means the
concentration of ownership and management within the family, opinion shared in the definition provided
by the scientists such as [Barnes and Hershon,1989], [Litz, 1995], [Donckels and Fröhlich ,1991)],
[Ward and Dolan, 1998] [18]. This definition shows the high level of concentration and control of power
and management of a company. As regards the structure of respondents per age regarding the above
definition, it was found that most entrepreneurs out of 64% are young generation entrepreneurs and only
11% were aged 50-65, who are on the eve to transfer their businesses to the next generation. As to the
organizational and legal type of company, about 40% are LLC, 15% - farms and 9% - Private
Companies. This might be influenced by more factors, such as: the unstable situation in the country,
mistrust in other persons/partners, different visions regarding the business development/future, no
willingness to share profits etc.
Second position was occupied by the definition proposed by the author and shared by about 17% of
interviewed entrepreneurs, mainly by young businessmen, namely: Family members hold at least 50%
of the company’s capital; At least 2 family members take part in strategic decision-making; At least a
family member holds a management position in the family company created.
Thus, one could conclude that the Moldovan entrepreneurs managing a family business have different
opinions regarding the family business basics and how it could be defined, thing that gives room to
scientists to carry out deeper researches about this type of entrepreneurship.
To develop and to implement certain common policies to support family business, in 2009, EU member
states agreed on a general definition based on some specific criteria, as provided below [19]:
1) The majority of decision-making rights is in the possession of the natural person(s) who established
the firm, or in the possession of the natural person(s) who has/have acquired the share capital of the
firm, or in the possession of their spouses, parents, child or children’s direct heirs.
2) The majority of decision-making rights are indirect or direct.
3) At least one representative of the family or kin is formally involved in the governance of the firm.
4) Listed companies meet the definition of family enterprise if the person who established or acquired
the firm or their families or descendants possess 25 per cent of the decision-making rights mandated
by their share capital.
3. Family business management
Considering that FB is a model of entrepreneurial activity, we decided to analyze how the management
process takes place and if there are any features specific only to this type of business.
The first positive finding set by us is that about 2/3 of respondents mainly from the field of
agriculture, processing industry and services mentioned that they have developed a business plan –
which is one of the main instruments for managing a business. Considering that a significant percentage
of participants in the study have been beneficiaries of support programs provided by the state and
implemented by ODIMM (PARE 1+1 Program, residents of business incubators, Women in Business
Program), allowed us to conclude that drafting this managerial document was rather a need imposed by
the requirements to take part in those programs that an initiative by those businesses both from the
viewpoint of structure and of time, but it also had beneficial effects on the development of skills in the
entrepreneurial field, such as: studying, training, development, putting into practice. As regards the
period for which the business plan has been developed for, one could observe that short-term business
plans (that often are mandatory requirements for different SME support projects) prevailed, followed by
the medium-term and long-term ones. This is a typical situation for most SMEs and not only in Moldova,
as they mainly depend on the changes in the environment, they carry out their activities.
Another important aspect of a business management process is that of participation/involvement of
members/employees in decision-making. Respectively, we intended to see to what extent non-family
employees take part in working out and making strategic decisions in a family business. Based on the
answers provided by entrepreneurs we found out that mostly only family members and the founder of
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the family business are involved in elaborating and taking strategic decisions. This means that a high
level of power concentration within the family persists in this process too, which additionally confirms
the replies given referring to business family definition (see Figure 5).
Figure 5. Who does participate in the strategic decision-making of the company?

Founder

47,4%

Only family members

40,5%

Only family members who hold administrator / manager
positions

20,5%

Administrator and other employees

6,3%

Employees involved in running the business (not
affiliated with the family)

13,7%
0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

At the same time, some entrepreneurs mentioned that not only family members are involved in this
process, but also non-family related employees, especially those holding managerial offices or key
specialists, take part too. Many studies on family business underscored an acute problem dealt by FB
namely that of succession and specialization of children in the field of family business (often children
when taking over the business management do not have or do not want to acquire the know-how specific
to that field, as they have other passions or predilections) [20], [21]. Therefore, rather often appears the
need to employ in the business specialists qualified in the field that the family has no skills and,
respectively, the level of involvement of those specialists in the company decision-making increases.
The 21st century’s greatest challenge is related to the lack/insufficiency of qualified staff, especially
of technical and vocational specialists, and very specific and narrowly specialized areas professionals.
So we were also set to find out how family business deals with this provocation, namely what are the
criteria it uses to hire family members and non-family members or possibly this situation is not
appropriate to it.
Referring to the requirements of employment of family members, over 60% of interviewed
entrepreneurs mentioned – the willingness of that family member to actively involved in the family
business. This is an important factor that is less taught at school, but it is cultivated through examples,
behavior, early involvement of children and kin, traditions and business culture. For about 30% of
entrepreneurs there is no difference when hiring relatives or non-family related persons and,
respectively, it is important the level of education acquired and the work experience gained in the field
(inclusively in other companies), showing a high level of maturity of family business in RM that focuses
on the added value that an employee could bring to the business and not only on the fact of holding
formally a position.
The trend for the agricultural sector is to acquire education specific for the field by the members
successors of the business, which both is an instrument to diminish risks of the crisis of specialists
mainly in the rural area and a strategy to keep and transfer the secrets/innovations of the family business.
The financial resources shortage was mentioned amongst the main challenges by more analyses
carried out by local and foreign scientists and as well during roundtables, workshops with local
businessmen. In the context of expanding the possibilities to attract financial resources and expertise to
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manage a business provided by the national legislation through new financing instruments, such as:
venture capital funds, business angels, crowdfunding, mezzanine financing etc. [22], and support
programs by the development partners [23], we were set to analyze how open entrepreneurs managing
family businesses to develop those opportunities are.
A key positive conclusion we have made based on the entrepreneurs’ answers was that in general
family business owners in Moldova are open towards attracting financial resources and management
expertise necessary to develop a business by using tools available and legally regulated. At the same
time, as regards the acceptance of different categories of sponsors as co-founders, opinions were
different (see Figure 6).
Figure 6. To what extent will you accept as co-founder other entities/persons to develop the business?

According to the above figure, a high level of openness as co-founders is shown towards the core
family members (this answer also shows the above-mentioned peculiarity of capital and power
concentration within the family), investment funds, experts in the field, similar international companies,
business angels.
At the same time, a low level of openness as co-founder is shown towards friends, extended family
members and similar national companies. This could be explained by more objective and subjective
reasons.
An objective explanation certainly would be the higher level of trust in the core family members and
in international institutions/organizations. At the same, a subjective explanation would refer to the low
level of culture of business, especially with the non-family related partners (friends, extended family
members) for whom this business is rather a source of income, inclusively on short term, than a
sustainable model of entrepreneurial activity.
As regards similar national companies this would mean a closer cooperation, but examples in this
context are less successful, showing a higher reluctance by the local entrepreneurs towards cooperation
with partners within the country.
Regarding the granting of sustainability to family business based on the management principles, we
found out that the majority of respondents mentioned that these principles are the key elements in
developing their businesses, but they are not all the time implemented appropriately and, respectively,
do not generate the expected results (see Figure 7).
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Figure 7. Do you agree with the statements below?

Some elements are entirely accepted by the family business entrepreneurs, namely: the need for a
succession plan, the important role of society in this type of business, a clear separation of tasks and
duties, conflict solving and sharing opinions. As to other elements of the management process, among
which: working out of job descriptions for all family members involved in the business, free voicing of
opinions different from the manager’s ones, regular informing about the business evolutions, were
accepted less. This appreciation shows that the managers of family business need to develop their
managerial skills either in formal studies or some continuing development programs.
4. Family business conflict management
This section focuses on the analysis of how conflict situations in a family business are treated and settled,
considering the specifics of this activity.
As to the frequency of conflicts arising and persons involved in a conflict, we found out the following
(Figure 9): conflicts arise rather rare between family members hired in the business, between the
founders and other employees not related to the business; but conflicts arise oftener between different
generations and between family members and non-family related employees. (see Figure 8). These
conflict situations often arise due to differentiated treatment, unfair remuneration, unjustified
promotions of family members hired against non-family employees.
Figure 8. How often conflicts arise between the following persons hired in your company?
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Another reason would be the weak communication between the family members hired and the nonrelated employees, the first group considering unimportant this communication. Unfortunately this
situation is proper not only to family business, but also to other types of businesses, within which the
management staff does not consider important to inform employees about situations and evolutions
within the business, fact that leads to different interpretations, rumors, dissatisfaction and inappropriate
reactions.
Therefore, the top of consultations where a problem arises is provided in Figure 9. The majority of
entrepreneurs mentioned that when a problem arises, they firstly consult the family members hired in
the business, who in their opinion know better the situation and could provide efficient and actual
solutions. They also prefer to consult the company’s specialists, who are not family-related members,
but are well acquainted with this field/activity carried out, which is a positive aspect, allowing them to
identify result-oriented solutions. At the same time, we noticed that over 70% of respondents prefer to
solve issues arisen on their own, due to the fact that they do have nobody to consult (are very small) or
do not want to be consulted (do not tackle the issues arisen).
Figure 9. Who do you consult when a problem arises within the company?

But once a conflict arisen, they should be solved. Thus, we could note that there is a variety of
solutions for entrepreneurs to choose from, but these are influenced by more factors namely: the
structure of the family committee, the period of activity of the company, the age of the business founder,
the management style etc. Despite this, the majority of respondents - 72% choose to discuss that issue
with the parties involved and, at the same time, all together look for a solution, showing that the
entrepreneurs managing a family business got to a certain level of maturity. Other businessmen, about
35% mentioned that they choose to discuss separately with the parties involved in a conflict and,
respectively, solutions are also taken separately, meaning that the final decision is up to the business
owner. We consider that the role of the Family Committee in solving conflict situations is a positive
factor that was pointed out by about 33% of respondents, which shows that there is a formalized structure
for the management of a family business.
It is also important the fact that some family businesses implement existing/worked out regulations
and rules, which in our opinion represents a good indicator for the implementing of scientific approach
in the process of management of a business. About 18% of respondents underlined that a conflict
situation is unacceptable and, respectively, they try to settle it as soon as possible, without involving
other persons, which on one hand would be a positive aspect, but on the other hand does not provide for
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a long-term solution to that issue that could lead to its repeated burst out but in a more difficult way and
with more painful effects for the business and its team members.
Another important aspect to determine the profile of a family business in Republic of Moldova
referred to identifying the main problems it faces. According to many researches in the field [24], [25]
the most important to be mentioned are: ensuring succession, the balance between the business and the
family, business sustainability, competitiveness etc.
The top 3 difficulties highlighted by the local entrepreneurs’ lists

lack of qualified staff - 49%

availability of funds 40%

compromise between
business and family 38%

These problems are almost similar to those faced by the non-family business, but to solve them you
need to make great financial and non-financial efforts.
Other problems mentioned by the entrepreneurs refer to weak financial resources necessary to
develop/maintain the business, tax policy implemented, unfair conditions created for the business
(facilities for foreign-owned companies compared to the national ones). Cumulatively these difficulties
do not facilitate the development of businesses in general and especially of family ones. What
distinguishes the variety of problems for family business in Moldova and that in the developed countries
is the subject of succession and reorganization, which represent the bottom of the top of problems
underlined by the local entrepreneurs, who are still at a young age and for whom the stage of
transfer/succession is to last for a few years.
As regards the business management process, one could notice that the range of problems mentioned
by respondents is rather diversified, which confirms the lack of knowledge and competences in this field
by the family business owners that could be developed through some educational programs, namely the
license degree and master’s degree in business and business management, including via some continuing
education programs.
5. Development perspectives
Any business, regardless of the model implemented, is willing to have a long and sustainable lifetime.
In this context, we were eager to find out what the perspectives of interviewed family businesses are
and how that future is planned. Over 67% of respondents intend and plan to keep this business under
the management of family members. This is a good intent, but difficult to achieve as it was proven based
on the examples of family businesses in other countries. A more realistic option mentioned by 27% of
respondents was that to continue the family business through a joint management by the family members
and non-family persons, which is a trend specific to more states where the family business has a
significant share in the economic development.
You could notice that a small share of 1.6% sees the business future to be handled by other persons,
to be managed by other persons who have nothing to do with the family who founded and developed it.
This is a way that could contribute to maintain this area of work, the type of products/services, but
launched under other model of business possibly more efficient compared to that implemented by the
founding family.
The perspective to close the business was underlined only by 2.1% of respondents, which makes us
more optimistic about that regardless of the management model, the business family founders focus
mainly on the development, expanding and diversification as provided in the figure below.
Further intentions are very ambitious, especially in the context of opportunities provided to local
entrepreneurs once the Association Agreement signed in 2014 (see Figure 10).
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Figure 10. Which are you further intentions as to develop the company?

Most entrepreneurs, about 75% intend to develop new products and services that will provide them
with opportunities to enter new markets. This is a very good scope, but it needs significant efforts to
develop, to test, to implement and to trade such new products and services. In our opinion this path is a
risky and expensive one for family business in Republic of Moldova, inclusively due to weak
cooperation between the research-development institutions and the business environment. The strategy
to increase productivity is more realistic for the majority of local family businesses, which can be
implemented both by creating consortiums and through technological development. Not less important
it is the entrepreneurs’ vision regarding the entry on new markets, including via exports, which presently
is supported actively by different support policies and tools. It is also welcomed the entrepreneurs’ vision
related to business expanding by opening new branch offices, which was mentioned by about 27% of
respondents.
What are the main challenges / problems that may arise in the next 5 years for your business?
Most respondents mentioned 3 main problems specific for emerging countries:

General economic
situation

The need of new
technology

The price war

Also, for our FB entrepreneurs are important to find solutions for following challenges: needs on
innovation, needs to professionalize the business, retention on key employees, costs control.
These challenges are common to all types of business, which require entrepreneurial efforts of
knowledge, financial but also implications from the authorities who can provide various tools to support
the development of this business model.
Conclusions
By this survey, we aimed to make a first input to the research of family businesses in the Republic of
Moldova in order to identify the peculiarities of this business model.
The analysis allowed us to identify some common peculiarities of the interviewed family businesses
in Moldova and from other countries (based on the multiple analysed studies), including: it is a relatively
new, but already widespread, model of entrepreneurial activity, at its first generation of management
moving towards the second generation (specific to emerging and developing countries); most of them
represent the SME sector; family business activities involve most frequently the members of the nuclear
family; business management is mostly done intuitively, without resorting to scientific managerial
approaches and methods (especially in micro and small family businesses); only the members of the
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nuclear family are involved in the decision-making process; succession in family business is a challenge
the founders are still struggling with; family members are primarily employed based on qualification
criteria (especially in very specific, technological fields); Family Council plays a significant role in the
process of settling conflict situations; the range of difficulties is mostly the same, with the following
being mentioned: finding a compromise between business and family, insufficient financial resources
to develop/keep the business, tax regime, lack of qualified staff, ensuring the succession and
competitiveness.
At the same time, the survey allowed us to identify some specific features of family businesses in
Moldova, namely: the financial motivation for starting up a family business is dominant; launching a
business mainly with own resources or resources from relatives versus financial instruments available
on the market (credits, investment funds etc); in defining a family business we can notice a trend toward
the concentration of property and management in the hands of one family, an opinion that corresponds
to the definitions given by scholars Barnes and Hershon (1989), Litz (1995), Donckels and Fröhlich
(1991), Ward and Dolan (1998); failure to develop long-term strategies and visions (a ground of
justification would be the great uncertainty of the environment in which they operate); family members
are primarily employed on the basis of the family member’s willingness to be actively involved in the
business activity; openness for the nuclear family members, investment funds, experts in the field,
similar international companies to become cofounders, and lesser openness for the friends, members of
the extended family and similar domestic companies; as for the existing issues, family businesses in
Moldova are, however, less focussed on those related to succession (the reason being the development
stage that does not imply business transfer to successors yet); family business development strategies
are focused on the development of new services and products, which is a longer and fairly expensive
way; high risk level (due to the uncertain operating environment); entrepreneurial training programmes
do not include any modules dedicated to this form of entrepreneurship and do not provide any continuous
training programmes in this field.
Entrepreneurs running a family business have different views on its essence and management, giving
space for researchers to further analyse this form of entrepreneurship. We believe that the conducted
research can be further developed on different dimensions, providing us a clearer and much more
specific picture of family businesses. For the relevant institutions (ministries, implementing units,
chamber of commerce and industry, SME support organization, investment agency, LPAs) these
researches will serve as a sound information basis inspiring national support policies and instruments
(as many developed countries have) for this relevant subsector of entrepreneurial activity.
Acronyms and abbreviations
FB – Family Business
RM - Republic of Moldova
ODIMM – Organization for Small and Medium Enterprises Sector Development
SME – Small and Medium-sized Enterprises
PwC – Price waterhouse Coopers
EY – Ernst & Young
KPMG – Global Client Program Financial Services
LLC – Limited Liability Company
PE – Private Enterprise
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