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Abstract. Family business and family business dynasties are notorious all around the
wotld. The Waltons, the Fords, the Hiltons, the Bushes, the Kardashians, or the
Murdochs — all of them shape up the world’s globalized economy. However, in
Russia business dynasties are just passing through the stage of their initial
development and setting. As a result, very little empirical research has been
carried out so far to determine socio-physiological traits of its incumbents. This
paper describes the peculiarities of the ‘founders of business dynasties’ (i.e., a

group of business owners who have already worked with their relatives and
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wanted to transfer their firm to the next generation) in Russian and worldwide.
The paper has been built under an ex-post-facto pilot scheme. Our data collection
was carried out through polling of 90 persons, all subjects being owners,
proptietors, or performing the duties of the director of a business company. Our
results reveal some differences between the founders of business dynasties and
other three groups of business owners (called ‘Singles in business’, ‘Dreamers’, or
‘The last link in business’). However, a highly significant correlation was found
only in strong belief of the ‘Founders of business dynasties’ in usefulness of
family relationships for business. This finding suggests a significant role of family
relationships in business. Our results provide thus evidence on the continuing
search for a secret of harmony in business-family relationships among ‘the
Founders of business dynasties’ and its further spread within business
community.

Keywords: family business, entrepreneurship, psychology, business dynasties,
business succession.

JEL Classification: D10, D22, M20

1. INTRODUCTION

The Independent article published on March 20, 2014, announced that Bill Gates, the richest man on the
planet, bequeathed almost all his money to a charitable foundation. According to his claims, his three
children must earn their living themselves (The Independent, 2014). According to him, children should
know the value of the money they earned. The owner of Microsoft explained that his children are free in
their actions and can do whatever they want but they are not going to be showered with money that will
allow them sit back and relax. His idea of depriving children of a huge inheritance was borrowed from
Warren Buffett who did the same arrangement in his family.

Russian businessman Vladimir Potanin (in 2015 he became the richest businessman in Russia) decided
to follow this example. He stated his readiness to transfer his fortune to charity. Potanin’s children
supported his idea. Such kind of owner’s decision (refusal to transfer business) can completely undermine
the succession of generations and the model of business dynasties itself. However, the described examples
are the exceptions to general rules. In European countries, the USA and Canada, for more than 20 years
already, systematic work has been carried out to study and support family businesses. The contributions of
these countries to world economy and social stability are very significant.

Since 1994, recommendations are being developed to improve the business environment. Every year
they are replenished and improved (Business-Dynamics research 2011). This is probably why two-thirds of
British enterprises atre a family business. Their contribution to the country's GDP is estimated at more than
25% (IFB 2017), this is half of the total contribution of all SME entities in 2015 (Global Entrepreneurship
Monitor, 2017).

In modern Russia, there is no specific statistics on the enterprises of family type. There are also no
specialized scientific institutions engaged in the development of this type of business. According to the
Global Entrepreneurship Monitor 2016/17, contribution of all small and medium-sized enterprises to
Russia's GDP did not exceed 21%. And conttibution of family firms into this indicator cannot be actually
measured (Figure 1).
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M Share of GDP, %
Russia 21
Canada 27
United Kingdom 50
USA 62
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Figure 1. Contribution of small and medium business in the countries’ GDP, %
Source: Global Entrepreneurship Monitor (2017)

At the same time, many Buropean scientists provide a clear structure for the representation of SMEs
in Buropean economy (Simionescu et al., 2017). The model is characterized by the absolute dominance of
family enterprises in the microbusiness sector (up to 10 people), providing employment for population,
social stability and preserving the traditions (Ivanova, 2017). In explaining the absence of such work in our
country, some objective and subjective reasons can be called. Among the objective reasons for this we need
to mention a relatively short history of entrepreneurship in contemporary Russia and also sharp fluctuations
in the growth rates of Russian economy as compared to the world ones. Let us briefly dwell on this.

Firstly, family business in Russia is just passing through the stage of its establishment after the 70-year
ban on engaging in entrepreneurial activity, which was lifted only 30 years ago. That is why the first
businessmen of the 1990s are now entering the age when it is necessary to think and plan the transfer of
affairs to the new generation. Therefore, there is no practice of studying and supporting family business:
family companies develop independently and spontaneously, experiencing a number of typical difficulties.

Secondly, the growth rate of Russian economy in comparison with the world one shows the large
amplitude of fluctuations IMEMO, 2016). Unpredictability of these fluctuations increases the fear of
entrepreneurs concerning the instability of the future.

Probably, the consequences of the described above factors form the subjective reasons for low
development of SMEs in Russia. For example, low level of entrepreneurial intentions among the Russians.
According to the Global Entrepreneurship Monitoring (GEM) data as of 2017, only 2.1% of the Russians,
who are not entrepreneurs, are ready to start their own business, while the indicator ‘Fear of failure’
demonstrates a very high result - 44.8%. The indicator of ‘Entrepreneurial intentions’ is one of the lowest
for the entire sample of 64 participating countries (GEM, 2017).

In the context of the current situation, there are initiatives of the Government of the Russian
Federation, as a result of which positive changes in the business environment are realized. So, in October
2016 the World Bank has issued an updated rating of ‘Doing Business 2017°. Rating traditionally includes
190 countries and assesses the convenience and ease of doing business (Becerra-Alonso et al., 2016). The
assessment takes into account many factors, such as the speed of registration of enterprises, access to
electricity, the level of tax burden, etc. By 2017, Russia, according to the Wozrld Bank Group, has come in a
better shape. This is evidenced by a higher (+13) position in 2016: 40th place against 54th in 2015. The
rating compilers note that it is much easier for Russia to register and conduct business.
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Figure 2. Growth rates of Russian and world economy, in %
Source: GEM (2017)

Finally, regionalization will be the future significant socio-economic trend for Russia and the world.
Foundation for Advanced Studies and Initiatives ‘Russia and the World — 20177 IMEMO, 2016) suggests
that world globalization is in doubt. This point of view is based on the accelerated development of the
processes of regionalization: the Brexit, the victory of Donald Trump in elections, the strengthening of the
positions of anti-globalists in European countries. Similar moods related to the orientation towards the
domestic product, a conscious rejection of foreign goods, support of the domestic producer should be
expected in Russia.

Therefore, the theme of the socio-psychological study of the revival of family business in our country
today acquires particular urgency. It contributes to the strengthening and development of SMEs and the
creation of a new social class of entrepreneurs, doing socially responsible business and valuing the family
name and reputation of their business. Our research is intended to remove uncertainty concerning
characteristics of the new arising social striations in the society ‘Founders of Business Dynasties’. It will help
to reveal an internal resource of development of medium and small business subjects, to estimate expediency
of measures for support of this type of business and to give an impetus for their substantial filling.

2. LITERATURE REVIEW

Le Breton-Miller et al. (2004) made an analysis of scientific journals of the late 20™ century in the
context of studying the family business. The view from the Incumbent was prioritized. In this regard, such
aspects as Motivation, Willingness, Quality of incumbent-successor relationships (respect, understanding,
trust, cooperation, personality, needs). The Incumbent must face normal fears such as losing control, power,
and even part of his or her identity and stature in the community (Potts et al., 2001). There is too much
need to make emotionally wrenching choices from among one's children, siblings, and collaborators
(Malone, 1989). Although these are psychologically draining issues, Sharma et al. (2001) conclude that the
predecessor's inability ‘to let the business off’ is the single most cited obstacle to effective succession.

In the second place in the popularity of the study was the Successor. In this direction, the following
questions are touched upon: quality incumbent-successor relationships (respect, understanding, trust,

cooperation and closeness), motivation (interest, commitment to family owned business perpetuation as a
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family value, freedom or an option not to join family business), competence, talent, experience, credibility
and legitimacy.

Modern researchers view the problem of modern business or family business from the different angle
using system-based approach (e.g. Armas-Cruz, 2017; Janda et al, 2013; Ehrenberger et al., 2013;
Koudelkova & Svobodova, 2014; Kalyugina et al., 2015; Klju¢nikov et al.,, 2016, Andreeva et al., 2016;
Jankelovd etal., 2017; Slusarczyk & Baryn, 2018; Vovk, & Vovk, 2017; Zizka et al., 2018; Ussahawanitchakit,
2017). Furthermore, Tagiuri and Davis (1996) suggested ways how to identify a main specificity and to
analyse the source of conflicts and priorities in family enterprises. Their model illustrates the family business
system composed of three independent subsystems: business, ownership, and family. Family firms are
specific because a specific set of stakeholders/shareholders is involved: the members of a family (a three
circle-model).

On the basis of this model, Bergamaschi and Randerson (2016) composed typology of the corporate
social responsibility and family business in different four configurations (Instrumental, Pragmatic, Utopist,
Engaged). We suggest viewing these very subsystems of family business as key ones for searching of
significant characteristics of CEO.

The general contour of researches on family business can be outlined by the concept three ‘A’. As
pointed out by Nordqvist and Melinin (2010), family business is framed within three themes: actor, activity
and attitude. Taking it into account they make the point that any research in some specific area within these
three themes can greatly contribute to theoretical and empirical understanding of entreprencurship
and family business. Our research belongs to the first component (‘Actor’): we study founders of business
dynasties — the businessmen wishing to continue the business in the succeeding generations (Slusarczyk &
Baryn, 2018). Lumpkin, Brigham, and Moss (2010) proposed that long-term orientation of family business
can be positively associated with innovativeness, proactiveness, and autonomy but negatively associated
with risk taking and competitive aggressiveness. Our research offers an approach from the position of
interrelation study of the owner’s characteristics and business with long-term orientation.

As many researches show, the gender of the entrepreneur is an important key point. We should pay
our attention to this feature in the empirical part of the work (Krejci et al., 2015). According to Mathews
and Moser (1995), males are more interested in owning their own small business than females. Following
Mathews and Moser (1995), who believe that family background, sex and work experience are significant
signs of interests in small firm ownership and employment, we point out such variables in studying small
firm ownership as sex, experience of business activity and working sphere of the company. In a similar vein,
Rodriguez-Ariza et al. (2017), having analysed 550 international firms and comparing the role of female
directors in family and non-family firms, found out that in family firms corporate social responsibility
commitment does not depend significantly on the gender of a director.

Interconnection of a family, relations and business is another important part of the theoretical
researches within our work. De Beer et al. (2015) discuss the importance of journalists for business (De
Beer et al., 2015), while Koudelkova et al. (2015) analyse the role of corruption in SMEs. Some aspects of
human resource management are viewed by Elicegui-Reyes (2016). They point out that the links between
family and their emotional ties are an important part of human resource management. They study
theoretically how emotional capital can be a key factor both for attracting and retaining talent and for
ensuring competitiveness in economic, social and environmental aspects. Holt and Popp (2013) argue that
business history and social science studies of family firms pay insufficient attention to the emotional
elements of a family. Whereas, they greatly affect family firms, distinguishing them from each other as
distinctive variables, and treating them from a rationalising perspective. In studying family businesses, the
significant attention is paid to researching emotions in business. Kellermanns et al. (2014) carry out the

systematic research of emotions in business families: generalise existed approaches, propose modern
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tendencies, and suggest the perspective for future researches. Memili et al. (2015) study the peculiarities of
role conflict in families. They propose that role conflict in family firms reduces the family firm performance.
Positive interconnection of family and business is studied by Craig et al. (2014). They reveal that family
positively influences family culture. Consequently, family culture upgrades strategic flexibility and this
flexibility positively improves firm innovativeness, benefitting firm performance.

Graham and Seaman (2016) develop a metaphoric analogy — ‘the DNA of the family business’. It allows
consider the complexity of family business relationships and also their capacity for change. The ability of
DNA to mutate gives an opportunity for development and change within family business. Transfer of DNA
of family business is realised not biologically and happens in the course of training of the next generation
of successors. Our reasoning leads to the fact that the information transferred to successors in family
business is a code basis — DNA ‘molecule’. It is noted by Indarti and Kusuma (2016) that mainly
predecessors transfer tacit knowledge to their successors and this knowledge includes knowledge of the
product and company management, technical and philosophical knowledge. Knowledge sharing in family
business is also under consideration of Cunningham et al. (2016). They investigate the nature of knowledge
sharing in small family firms and explore the role of the influence of family in knowledge resource
development. In that context we can address the research done by Stanley et al. (2017) which shows latent
profile analysis’s superior ability to capture complex patterns of important family firm characteristics. They
demonstrate how profiles can be linked to differences in dependent variables, providing family firm scholars
with a tool to assess heterogeneity and its consequences among family firms.

The question about expediency of family business transfer to the heirs and its success is raised in the
work of Mehrotra et al. (2013). The group of researchers come to the conclusion that in Japan inherited
family firms are important and generally perform well. They prove that non-consanguineous heir-run firms
exceed blood heirs' firms. At the same time, blood heirs defeat professional managers at running family
firms. From the point of view of Bennedsen et al. (2015), families can manage their firms better because
they are able to make contributions that non-family managers cannot provide, though there are problems
from within the family and outside, which challenge family ownership. The authors propose a family
business map, describing evolution of ownership and control of results.

As features of historical and political development of Russia cause our research we will stop on
consideration of the modern researches in family business having a national context. The question about
the origin of continuity in family business and the beginning of business dynasties is urgent for the Russian
reality. As our region is geographically closer to Asian community, we observe some researches based on
national characteristics of family business in this area. As for China, the relevance is connected with the
subject of one-child policy. As stated by Cao et al. (2015) due to the one-child policy family firms experience
lack of human capital in family succession. Zheng (2012) is interested in the influence of public listing on
the transformation of family business and the growth of economies in three main China locations: Shanghai,
Taiwan and Hong Kong.

Gender aspect in family business succession is studied by Mathew (2010). It is a well-known fact that
most of the countries in Asia are prejudice to male supremacy in family. It is concluded that women could
be successful successors of family business. Frank and Landstrém (2016) described core characteristics of
family business research, which make it attractive. According to them an interesting research should be
subjective, novel, relevant, evoking emotional responses.

Our research implies using of our own typology of CEOs therefore we present other’s approaches to
empirical typology of business owners. Complying the following typology of family firms can be done using
the following parameters: company goals, cultural characteristics of the organization and owner
management style. The above typologies give an opportunity to ‘see’ a typical portrait of the owner - the

founder of business dynasties in those countries where entrepreneurship was able to develop freely for many
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centuries. However, in their basis, the typologies presented have external and economic grounds for
isolation. Our research suggests the inclusion of gender and social characteristics of the business owner.

The study of the effectiveness of family firms led to the understanding of interweaving of emotional
and functional dimensions in business (Mitchell et al., 2003). It is generally accepted that effective family
firms tend to achieve a combination of financial and non-financial goals (Davis & Taguiri, 1989; Olson et
al., 2003; Stafford et al., 1999). Sharma (2004) proposes to distinguish family firms in assessing the
development of family and business relationships. The presented typology of relations in business families
has become very popular abroad due to its simplicity and good practical application. Therefore, it created a
precedent for continuing scientific research in this direction.

Let us describe the family business researches in Russia during last years. According to Price
Waterhouse Coopers (PwC) (2016) which annually monitors private family business in Russia and 50
countries, issues of continuity and conflicts between family members caused the least concern among 2%
of family members. The greatest problem of business, as leaders believe, is the instability of the general
economic situation in the country (69%), although in 2015 67% of private companies showed growth.

As noted in the PwC report, 57% of entrepreneurs have prescribed procedures and mechanisms for
resolving family conflicts (+ 12% by 2014), which is well below the global average of 82%. However, the
revealed positive trend demonstrates that the culture and management system in Russian family enterprises
is being improved, creating a basis for stable development in the future (PWC, 2016).

The importance of formalizing procedures is noted by most owners who have already transferred the
role of management to the members of new generation of the family. Formal management mechanisms are
important for ensuring healthy family relationships and continuity between generations.

The Research Centre of Welfare and Philanthropy SKOLKOVO implemented a project to study
private capital and family business. The respondents were owners of capital from 30 million US dollars in
the amount of 32 people. The relevance of the study seems to us indisputable, because the resolution of the
issue of continuity in large companies directly affects the economic stability of the country.

According to the results of the survey, it turned out that owners of large capital in more than 60% do
not involve family members in business. At the same time, businessmen are ready to bequeath their welfare
to children and family members (50%). By 2016, the succession plan has been developed only for a few
owners (18%), and as a succession mechanism (to reduce the importance): wills, trust, insurance, private
family fund. This leads us to the idea that the owners of large capital in Russia do not plan the distant future
of their business, perceiving it as an opportunity to provide ‘here-and-now,” rather than a means to
perpetuate their family name, continue the family business and philanthropy. Pre-revolutionary traditions
(before 1917) of the family business of such dynasties as the Morozovs, the Demidovs, the Ryabushinskys,
etc., unfortunately, are not an example to follow.

From our point of view, without the response of the owners of large-scale capital, the initiative of
SKOLOKOVO on the creation of ‘Family Offices’ in Russia will remain. According to the research results,
large family business companies expressed their unwillingness to structure their fortunes through trusts and
family funds (73%), but prefer to invest as assets, buying shares in other companies (82%). Based on the
results of the studies of the Centre for Welfare Management and Philanthropy, a social stake of the owner
of large capital was drawn up. He looks like this: a man of 41-50 years old, married once, having many
children, having a diploma in special education in business and management, started his business in the
1990s. The creation of such a social and psychological portrait is the goal of our research on the founders
of family dynasties in Russia at the level of small business. As our previous studies show, unlike the owners
of large capital in Moscow, small businesses (in the regions) are thinking of including children in their own
business and extending their business in the next generation of the family.
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Turning to socio-psychological research in the field of family business and entrepreneurship, we note
the ‘starting point’ by Schumpeter. He developed an ‘innovative theory of entrepreneurship’, in which
special attention was paid to entrepreneurs-innovators, who profit from the introduction of innovations.
Since the work of Schumpeter, in the economic literature attempts are made to define the entrepreneur not
only as a subject of economic activity, but as a person of a special psychological type.

Zhuravlev and Poznyakov (2012) was at the very beginning of the emergence of entrepreneurship as a
social group in Russia (1993-1994). The auther described the socio-psychological typology of subjects of
economic activity. The empirical data obtained by the author on samples from different social groups made
it possible to single out the following socio-psychological types of subjects of economic activity:
‘Traditional’, ‘Forced Business Activity,” ‘Passively Adjustable,” ‘Conditionally Active,” ‘Actively Realizing *.
Suggested types are characterized by a different combination of psychological relationships and real
behavior. They differ in the degree of coherence of psychological relations as elements of economic
consciousness and business activity. The subjective psychological criterion of the mismatch of psychological
relations and real behavior is the general satisfaction of the subject with the activity performed.

This study is of interest due to the comparability of the conditions of the conduct: based on the
established ideas about the change of generations in 25 years:

e mid-1990s — the emergence of entrepreneurship in Russia;

e 2007-2010 — a change of generations and the birth of the first line of dynasties in business.

The issue of the importance of the family in business was indirectly examined in the study of value
otientations of entreprencurs using the adapted version of Rokich's method (Zhuravlev & Poznyakov,
2012). As a result, the following structure of the most preferred terminal values of entrepreneurs was found
(in descending order): health, family, material security, self-confidence, work, freedom, friends, love. Within
this structure, reliable differences in the values of ‘material security’ and ‘health’ were found. Orientation to
these values among entreprencurs from the cities of Central Russia is expressed stronger. Moscow
businessmen have higher ‘family’ and ‘love’ values, but the differences between estimates are not significant.

The obtained data on a sample of entrepreneurs by Zhuravlev and Poznyakov (2012) coincide with the
results of studies conducted by other authors on a similar program both for entrepreneurs and
representatives of other segments of the population of Russia. On the basis of these studies, it can be
concluded that there are no fundamental differences in the structure of meaningful life values among
entrepreneurs from other segments of the population. Values such as health, family, material security,
freedom, work, friends and love are among the ten most important practically at all levels of the Russian
population. At the same time, in the hierarchy of terminal values of entrepreneurs, a comparatively more
important place is occupied by such values as material security, self-confidence, freedom and active life.
Among the instrumental values, entrepreneurs appreciate independence, efficiency in business and
entrepreneurship.

However, the Russian scientists, being in some isolation from world tendencies due to internal political
features of our country for many years denying a private property and business, just now bring to notice
studying of family business and its owners. In previous studies, we showed that, despite such difficult
economic conditions, the family business is attractive to its owners. Most of the owners of small and
medium-sized businesses are motivated to transfer cases to the next generation, members of their families
(more than 64%). We also revealed the interest of entreprencurs themselves in building business dynasties.

With regard to the above, the questions how family business in Russia develops and how possible
founders of business dynasties in our country look like become paramount. The aim of this investigation
is to describe the main characteristics of the ‘Founders of business dynasties.” The existence of significant
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priorities in the system of values in the entrepreneurial environment gives us the opportunity to put forward
the first hypothesis: ‘Founders of business dynasties’ are characterized by a greater orientation (statistically
significant) in family relations, planning their business for several years ahead, adhering to the growth
strategy.

The second hypothesis of our work will be the assumption that the selected types of entrepreneurs
with respect to the transfer of firms by inheritance will differ significantly. All this will help to identify the
internal resource development of SMEs, assess the feasibility of measutes to support this type of business

and give impetus to their content.

3. RESEARCH TOOLS AND METHODS

In the previous research (Murzina 2015, 2016), we suggested to divide into types the owners of business
according their attitude to descending the firm. ‘Desire of respondents to transfer the business to children’
(existence / absence) was the first criterion in this classification. The second critetion — Form of
busines’(family / non-family business).

In accordance with two designated criteria we distributed respondents in the matrix in four quadrants.
We designated their representation through percentage distribution in the selection (Figure 6). The names
to four types of businessmen were chosen conditionally: we tried to capture metaphorically the main essence
of each form of the attitude.

I would like to
transfer business to ‘Dreamers’ (3) ‘Founders of dynasties’ (4)
children 31% 33%
1 wonld not like to
trangfer business o ‘Singles in business’ (1) ‘The last link> (2)
children 19% 17%

Non-family business Family business
Figure 3. The typology of the owners of business according to their attitude to descending the firm Source:

Omwn results

To test the suggested hypothesis the following parameters of comparison were selected on the basis of
the theoretical views of Tagiuri and Davis (1996):

(1) subjective estimation of an economic condition of business and business planning,
(2) social and demogtaphic characteristics of the owner and inclusion of his/her family in business,

(3) social and psychological assessment of the importance of a family in business.

The object of study is the entrepreneurs of micro, small and medium business. The subject of research
is social and psychological characteristics of the owners of business belonging to the conditional social type
‘Founders of dynasties’. There are three experimental variables:

(1) A dependent variable — characteristics of owners of business.

(2) An independent variable — the businessman's type according to the selected typology ‘Founders of
dynasties’, ‘Dreamers’, “The last link’, ‘Singles in business’.
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(3) Controlled variables — gender, age, number of people in the company (including cases if relatives

work), the period of the company’s existence.

Thus, the study was built under an ex-post-facto pilot scheme. Data collection took place by method
of an interview (telephone survey) and questioning. Telephone survey took no more than 10 minutes.
Questioning took place in the form of personal filling of questionnaires after which completeness of data
was surely estimated. 90 people — 45 representatives of family and 45 of nonfamily business took part in the
inquiry. All respondents are owners acting as directors. The companies — the enterprises (Self-employed
Persons and Limited Liability Partnerships) working in the following directions of business: public catering,
services sector, trade, production of food, industrial production, training and trainings, rural economy,

information technologies, services of maintenance of cars, cargo transportation, hotel service, tourism,

construction.
Table 1
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=N 80 = Q
’ AN I Sl
1| “Founders of | family | 30165 | 35| 33 7 56 1 821 6| 6 |6
dynasties
2 | ‘Dreamers’ nonfamily | 28 | 75 | 25 32 5 7 2 92 8 0 0
3 | “The last link ¢ family 15 75 | 25 37 7 14 3 63 0 38 0
4 | ‘Singlesin nonfamily | o1 oy | o9 | 35 9 29 4 100l 0| 0] o0
business

The selection strategy of respondents from population is randomization, which is a procedure of casual

distribution of respondents for groups (family and nonfamily business).

4. EMPIRICAL MODEL: RESULTS AND OUTCOMES

The obtained data were transferred by the method of poll of 90 respondents to the Microsoft Excel
program. Further, all examinees were carried to one of four theoretically allocated types. Reference to this
or that type was coded through a dichotomizing scale (0-1).

To check the first hypothesis of existence of statistically significant characteristics of ‘Founders of
dynasties’ we used a method of the correlation analysis, a way of account 1-Pearson. For interpretation of
indicators of the correlation analysis we used a settled system of an assessment of the importance of
connection:

0-0,3 — correlation connection is very weak;

0,3-0,5 — weak;

0,5-0,7 — average;
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0,7-0,9 — high;

0,9-1 — very high degree of correlation.

The truncated correlation connections are presented in Table 2.

Empirical results - table of correlations

Table 2

Criterion of analysis

Type of entrepreneut

1. Owner

2. Business

3. Family

‘Founders of dynasties’

Arts education (-0,3)

Transport companies (0,4)

Family relations belp in

Relatives work in business business (0,6)
0.7)
‘Dreamers’ Relatives work in business (- Business strategy: Family relations prevent
0,6) stagnation (without business (0,6)
changes) (-0,3)
“The last link’ Business planning: the Business strategy: -

next several months (0,4)
Education: secondary
vocational (0,3)

stagnation (without
changes) (0,3)
Business problem: lack of
own business education

0,3)

‘Singles in business

Children don’t help in
business (0,3)
Arts education (0,3)
Relatives work (-0,4)

Business strategy:
metget/absorption (0,4)
Problems in business:
complexity / inaccessibility
of programs of state
support (-0,3);
imperfection of crediting
system (high interests)
(0,3)
Education: Arts (0,3)
Field of activity: public
catering (0,4)

Family relations belp in
business (-0,3)

To check the second hypothesis of the importance of distinctions between types of businessmen we

carried out the statistical analysis of data with use of Student’ T-test. The results are presented in Table .

Meanings of Student’ t-test foruntied selections

Table 3

Type ‘Dreamers’

Type ‘The last link *

Type ‘Singles in business ¢

Type ‘Founders of
dynasties’

0,2

0,5

0,3

Critical values

T-test

p=<0.05

p=<0.01

1.99

2.64

298



Julia Murzina, Natalia Turcekova, Family business and business dynasties: A case
Elena Mensh, Joanna Nakonieczny study of Russia

4. DISCUSSION OF RESULTS

As it can be seen from Table 3, the most significant correlation links have been found in the type
‘Founders of dynasties’ with the criterion ‘Family relations help business’ (0,6). It means that in creation of
family dynasties, neither characteristics of the owner (gender, age, education, etc.) nor a way of doing
business (business strategy, prospect of planning, etc.) have paramount value. The qualitative characteristics
of the existing relations in the family play an important role.

It leads us to a thought that manifestation of ‘weakness’ of the family relations can be traced through
conscious refusal from creation of business dynasties on Bill Gates, Warren Buffett or Vladimir Potanin's
examples and through revealed tendencies of modern Russian ‘capitalists’ not to involve families in business.
In a solid and close-knit family where one of the members is doing business, the issue of business transfer
will probably be resolved unambiguously and positively.

Other links found in the correlation analysis (Table 3) have the weak importance and can be discussed
at the hypothetical level. So, arts education won't be characteristic of the type ‘Founders of dynasties’. It is
most likely that humanitarians won't create business with participation of relatives and transfer it to the
descendants. This idea can be proved by positive correlation link at level 0,3 of the type ‘Singles in business’
and arts education. Possibly, it is that type of business which deals with personal peculiarities of its founder
and impossibility ‘to broadcast’ the created business.

High correlation link with the characteristic ‘Relatives work in business’ (0,7) is an artefact and serves
only as confirmation that ‘Founders of dynasties’ are family firms. However, lack of significant correlation
with the characteristic ‘Children help in business’ demonstrates that small family business includes not only
direct relatives (father - son), but also minor ones (brothers, sisters, nephews, etc.). The weak correlation at
level 0,4 between the type ‘Founders of dynasties’ and the characteristic ‘Business sphere”: transport
companies’ also deserves our attention. At the level of the assumption this correlation gives us an
opportunity to consider the sphere of transport services as the territory of origin of future family dynasties.

It is not our task to consider in detail other three types of businessmen as we have concentrated our
attention on ‘Founders of dynasties’. Besides, the correlation links revealed in them are weak. An exception
is the interrelation established for the type of businessmen ‘Dreamers’. According to our logic of the
typology creation, ‘Dreamers’ are a type of businessmen who have no relatives in business today, but would
like to descend it to children. At the same time, the correlation analysis shows significant interrelation with
negative ‘Influence of the family relations on business’. Businessmen of this type consider that family
relations spoil business. Therefore, their plans about creation of business dynasties will remain, most likely,
declarative.

Summing up testing of the first hypothesis, we can state its partial confirmation: ‘Founders of business
dynasties’ ate characterized by bigger orientation to the family relations. No peculiarities in long-term
planning of business and the choice of business strategies were revealed.

For testing of the second hypothesis we have compared the allocated types of businessmen on the
importance of distinctions Student’ T-test (Table 4 and Figure 8). The percentage expression in all studied
parameters (Owner — Business — Family) was used in comparison of four types. The received coefficients
demonstrated insignificant distinctions between ‘Founders of dynasties’ and other types of businessmen
(‘Dreamers’, “The last link’, ‘Singles in business’). On the one hand, it can mean that the parameters for an
assessment ‘Owner — Business — Family” have no sufficient distinctive force. On the other hand, the reason
can lie in types of businessmen — they are similar in an economic assessment of business, social and
demographic characteristics of owners and the relation to a family. The second hypothesis hasn't received
the confirmation.
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5. CONCLUSION AND POLICY IMPLICATIONS

At the present stage of economic development, family business endures a stage of the first transition
to the new generation of successors. However, the studying of family business in Russia is not so popular,
despite experience of foreign countries where institutes, private and state funds for studying and
development of family business work. Therefore, the contribution of the family enterprises to GDP of EU
countries remains so significant. In this respect, the aim of our research was the revealing of significant
characteristics of the type’ Founders of dynasties’ in Russian small and medium business.

Our empirical results demonstrate that in creation of family dynasties qualitative characteristics of the
developed relations in the family are of significant importance. Taking as a basis the model of Tagiuri and
Davis (1996), we came to the conclusion that namely the first subsystem ‘Family’ is the key one in forming
family dynasties. Neither characteristics of the owner (gender, age, education, etc.) nor the way of doing
business (business strategy, the prospect of planning, etc.) have paramount value. The help in increasing the
number of small and medium enterprises through development of the state family policy and institution of
the family can become practical use of the received results.

In addition, we can also elaborate on possible restrictions of the research. Firstly, the empirical base
has a small distortion — numerically, unequal groups of businessmen are used for comparison. Secondly,
businessmen at the age of 33-35 participated in our research. It would be efficient to involve in a further
research the businessmen at the age of 50 and above.

Nevertheless, our results about the importance of the family relations in formation of business
dynasties allows us to draw the following conclusion: it is necessary to form in public consciousness such a
social norm as briefing children on family values, traditions and family business. Thereby, the unity of a
family by means of collaboration and efforts on ensuring financial wellbeing can be formed. The municipal
Centres of business development together with the Family Centres could organize work on creation of the
information occasions and actions, which draw attention to the importance of such briefing.

Our results can find their practical use in implementation of the prioritized national Russian Federation
project ‘Small business and support of an individual enterprise initiative’ and in increasing the number of
small and medium enterprises. Such help can be realized through development of institution of the family.
Strengthening in families of businessmen traditional values, formation of the common family interests and
traditions, increase in unity, decrease in proneness to conflict through formalization of procedures of
continuity and formal mechanisms of management, creation of the plan of continuity — all these can create
a social and economic tendency to formation of business dynasties. Taking into account the world tendency
to regionalization, improvement of business conditions and the planned gain of economys, it is possible to
present the creation of business dynasties as a new social and economic ‘trend’. Such work will serve to
continuation of the best traditions of pre-revolutionary business dynasties in Russia.
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