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Abstract: On a global scale, family businesses are considered to be a key element of the local and national economy. The role and 

importance of family business stems from the fact that this business is an important source of economic growth and prosperity. It makes an 

important contribution to the formation of gross domestic product. At the same time, family business contributes significantly to employment 

growth and job creation. In addition, this business contributes to the socio-economic and social development of the local, regional and 

national level of the country. In addition, it is important to emphasize that the role and importance of the family business is also determined 

by the fact that it is regarded as an essential basis for training entrepreneurs. This importance is due to the fact that the family business 

develops an entrepreneurial spirit and a new business culture. As a result of the analytical study of the nature and characteristics of the 

family business in the country, recommendations and guidelines for its promotion have been presented. 
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I.  Analytical nature of the family business 
A family business is considered to be a business where more than 

51% of the property is in the hands of the family. But individual 

family businesses also have different characteristics in terms of 

ownership, control, family-business interaction and management 

transfer. In 2009, The EC adopts a single European definition of 

family business. According to this definition, a company, regardless 

of its size, can be categorized as a family business when it meets any 

of the following conditions: 

- the majority of votes in the governing body is the property 

of the natural person (s) who created the company or of the person (s) 

who acquired the share capital of the company or their spouses, 

parents, children or the direct heirs of their children; 

- the majority of the votes in the governing body are directly 

or indirectly controlled; 

- at least one representative of the family is officially 

involved in the management of the company; 

- companies whose shares are traded on the stock exchange 

meet the definition of a family business if the person who founded or 

acquired the company (its share capital) or his family / heirs holds 

25% of the votes in the governing body, based on their share of the 

capital of the company [3,4,5,6,11]. 

Each of the above definitions addresses the three elements of family 

engagement in different degrees or in different contexts: degree of 

ownership, degree of family involvement in business management, 

and the potential for intergenerational transfer of power. 

 

II.  Determining the Identity Points for Success 

in the Family Business. 
The key characteristics of a family business are a direct result and 

effect of family involvement. Family involvement and family 

relationships shape the values of family business, culture and 

organizational structure. This means that key characteristics can 

have a positive or negative impact, depending on how family 

relationships work in business [1,2,8]. 

In this context, the benefits of a family business include: 

- shared values and beliefs - The family imparts its core 

values and beliefs to the business by offering a clear identity and a 

clear mission. This set of unique, hard-to-imitate values and beliefs 

helps the family business create competitive advantage, identify 

hard-to-take away skills and competencies, and establish initial 

management rules; 

- shared goals - family members directly involved in the 

family business make a significant investment in the business. This 

investment is not only financial but also related to employment, 

inheritance, family name and social status. Therefore, the success of 

the family business is a common goal and offers considerable 

motivation for cooperation and hard work; 

- family spirit - family businesses rely on the biological link 

between their members to overcome crises, promote family unity, 

create and strengthen a unique competitive advantage. Family 

heritage and traditions give courage to younger generations to 

understand and overcome difficulties, creating mechanisms for 

business sustainability; 

-  Family name - The family name of a successful family 

business provides benefits such as confidence, trust, quality and 

personal commitment. This means that the family name is a source 

of pride and creates corresponding responsibilities; 

-  Organizational effectiveness - It is achieved if managers 

work to satisfy the interests and goals of the owners. In effective 

family-business relationships, the dual identities of family members 

minimize the possible risks of separation of ownership from 

management. At the same time, decision-making can be more 

expeditious and flexible; 

- Flexibility - The informal nature of family relationships 

makes it possible to limit hierarchical and bureaucratic decision-

making and control mechanisms. This offers a unique competitive 

advantage over non-family businesses, as strategic decision-making 

can be quicker and immediate; 

- Long-term commitment - Family members are dedicated 

to the long-term family business. Their investment in business is 

financial and sentimental, allowing otherwise irrational employment 

decisions to be made for certain individuals. Long-term 

commitment also means that family members do not expect 

immediate financial returns and can accept lower salaries or other 

short-term benefits in exchange for support for the family business; 

- Economic independence - Family members have 

considerable economic independence while working for the family 

business. Salaries, profit sharing, and capital increases are targeted 

at the same persons; 

- Entrepreneurial culture - The entrepreneur (s) who 

founded the family business feed it with an entrepreneurial culture 

and encourage family members to think and act entrepreneurially. 

This encourages innovation, the identification of opportunities, the 

generation of ideas, risk-taking, creative problem-solving and 

entrepreneurial flexibility. 

The main disadvantages related to family involvement that family 

businesses have compared to the non-family business include: 

- Family conflicts - Personal differences, family disputes, 

brotherly rivalries and inter-generational differences often lead to 

conflicts. Family-related conflict has long undermined the family 

business and led to unwanted behavior, misunderstandings, poor 

results and conflict of goals. Subsequently, this may result in the 

failure of the family business or the termination of family 

partnerships. In addition, family conflict discourages key non-

family stakeholders (investors, consultants, employees and key 

partners) from engaging in the family business [4,9,10]; 

- Problems related to the establishment of borders - Such 

problems arise when family members fail to sufficiently 

differentiate between family life and business; 

-  Role intertwining - Another effect of family involvement 

is the difficulty of drawing the dividing line between owner and 

manager. There may be misunderstandings about "Who's doing 

what?" And the separation of duties and responsibilities, which will 

adversely affect communication and decision-making. At the same 

time, supervising and criticizing relatives can be challenging for 

family relationships; 

- Lack of objectivity - Work in the family business and 

related career development is in most cases based on subjective 
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decisions. This is not necessarily a mistake, as there are some 

positives associated with hiring family members to work in the 

family business. However, this lack of objectivity may not be the 

result of business-focused decisions but of family-related processes. 

For example, hiring younger family members at lower wages, 

offering higher wages to certain family members, or raising the 

position of more distant relatives to have peace with older family 

members may prevent business growth; 

- Nepotism - Career development based on family 

relationships rather than qualifications is often demotivating for 

non-family employees [11].  

-  

III. The family business in Bulgaria 
In Bulgaria, family business is perceived as small-scale, i.e. mainly 

represented by micro-enterprises in sectors such as agriculture, 

services, tourism, retail, crafts and more [1,2]. The family business 

makes up about 42% of all private Bulgarian companies. They 

provide nearly 20% of value added to the country's GDP and about 

one-third of jobs. Of these, nearly 43% are in the services sector, 

nearly 38% are in the trade sector, 15% are in the manufacturing 

sector and 4% in the construction sector (Figure 1). 

 
Figure 1 Distribution of family business by sectors [3] 

 

In 2019, the number of employed persons in the family business is 

399,414. The results of the study done for the needs of this 

publication show that in the trade sector- automobile and 

motorcycle repairs are employed by 31.3% of persons employed in 

family enterprises, in the manufacturing sector - 27.0%, in the hotel 

and restaurant sector - 7.2%, and in the construction sector - 6.8%. 

The share of employees in the family business is the largest in the 

Southwest region (31.3%). In the South-Central region it is 20.5%, 

in the Southeast - 14.9%, in the Northeast - 13.3%, in the North-

Central - 11.1%, and in the Northwest - 8.8%. The number of 

employed persons in the family business is largest in the 

Southwestern region (124,815 enterprises) and the smallest in the 

Northwestern region (35,175). 

 
Figure 2. Distribution of employees in the family business by 

statistical regions [3] 

 

Age structure of entrepreneurship is indicative of a strong presence 

in the SME sector of the representatives of the age group 40-49 

years, lower presence of younger entrepreneurs up to 29 years (5%) 

and 22% among the age group of 30-39 years. This structure signals 

potential risks to the sustainability of the sector: in the short term 

(up to 5 years), 15% of SMEs will face problems related to business 

transfer from the older generation to the younger generation; and in 

the medium to long term (up to 15 years), a total of over 38% of 

enterprises (or every two out of five enterprises) will face these 

problems. These demographic processes in the SME sector are also 

related to the demographic trends affecting the population in 

Bulgaria (which also have their regional dimensions). Although a 

large number of SMEs are likely to successfully solve the problems 

of handing over the business to the younger, it is not clear what 

proportion of businesses will start their business (Figure 3). 

 
Figure 3 Age distribution of entrepreneurs in the sector [3] 

 

Almost 70% of Bulgarian family businesses are still managed by 

their founder. In about 12% of family businesses, inheritance has 

already taken place; 8.6% of companies plan to transfer 

management to an heir in the near future (up to 1-2 years), and 

about 11% plan to do so in the medium term (3-5 years). Over 61% 

of companies will not transfer management to an heir in the next 10 

years, and nearly 12% of companies plan to transfer management 

control in 6-10 years. 

 
Figure.4 Innovative activity of family and non-family enterprises 

[3] 

 

Figure.4 Illustrates the innovative activity of family and non-family 

businesses in 2019. The result of the study shows that 13% of 

family businesses have made process innovations, and in non-

family businesses this activity is -19%. 35% of non-family 

businesses have introduced product innovations, while in the family 

business they are - 18%. 10% of family businesses have 

implemented marketing and 15% of organizational innovations. In 

contrast, in non-family businesses, activity is relevant for marketing 

- 23% and for organizational innovations - 33% 

Most Bulgarian family businesses do not plan important activities 

and aspects related to the transfer of ownership and management 

control to the next generation. Less than 17% of family businesses 

have prepared a plan to transfer management control to an heir. A 

list of potential heirs made up less than a third (29.7%) of family 

businesses. The highest share of companies providing training to 

potential heirs is 42.4%. A business plan after transferring 

management control to an heir has been developed by less than 15% 

of family businesses. A quarter of the family-owned companies 

have decided how the property will be distributed after transferring 

management control of the business to the heir. 
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Table 1. Inheritance planning in Bulgarian family businesses [3] 

An unwritten plan for transferring 

management control of the business to the 

heir (s); 

1

17% 

List of potential business successors; 3

30% 

 Training of potential heirs for their future 

role in business; 

4

42% 

 Business plan after transfer of 

management control to the heir (s); 

1

14% 

Decidion how ownership will be 

distributed after transferring management 

control over the business to the heir (s). 

2

25% 

 

IV. Output of identical success points. 
•adoption of a legal definition of family business; 

• promoting research on family business in Bulgaria, as 

there is a lack of systematic and detailed statistics related to the 

characteristics of this business; 

• support for the establishment of representative structures 

of the Bulgarian family business that will contribute to its 

sustainable future development; 

• promoting the establishment and maintenance of family 

business networks, in which the participation of universities, 

research organizations, consultants and others is advisable; 

• it is advisable to take priority in the development of small 

and medium-sized enterprises policy; 

• promoting the transfer of family businesses; 

• promoting education, training and consulting in family 

business management; 

• improving the image and promoting the values of the 

family business. It is summarized that in addition to the above 

recommendations, which are fully applicable to the family business, 

it is necessary to make such recommendations as:• creating the 

necessary conditions for businesses to participate in the various 

schemes of European business promotion programs; 

• increasing the cost of R&D of the existing family 

business; 

• improving the qualifications of owners and managers in 

terms of effective implementation of innovation and investment 

activities; 

• increasing the number of highly qualified professionals 

who can carry out innovation and research, including through 

training of company staff; 

• stimulating the introduction of different types of 

innovation (marketing, new markets, organizational, product, 

process, technological); 

• increasing the number of enterprises cooperating with each 

other; 

• pursuing a purposeful state policy combined with the 

assistance of branch and regional institutions and organizations in 

support of the family business. 

V.  Conclusion: 
Based on an analytical study of the state of the family business, it 

can be concluded that the family business contains significant 

reserves of success. However, this requires the development of a 

long-term program, based on the priority of the individual points of 

success. 
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