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Abstract: The article deals with the main problems of family business development
and human resource management at each stage of its life cycle. The authors of the
article have developed a family business life cycle model. The study emphasizes that
the importance of family policy has increased with the changed economic conditions
and regional differentiation in relations between the state and business. Current trends
in supporting the family economy are associated with socia policy, the formation of
financial stability, and the conditions for its development in the regions. The family
economy is often shaped by state support, social guarantees, and services. Still, self-
employment and family business opportunities can play a more significant role in the
development of the family economy since social guarantees solve current problems,
and traditional employment, especially for mothers with two or more children, is
difficult due to many circumstances. In this regard, it turns out to be a promising
source of income based on one's labor, creating guarantees for the economic and social
growth of the family economy, labor education of children, and ensuring the
possibility of their future labor skills.
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1Introduction

The family economy is a specific area of study and research
since economic relations are closely connected with socio-
psychological relations. The subject of the family economy isthe
family in the form of a socia community, formed by ties of
kinship, marriage, parenthood, and various formal and informal
norms. The family economy is characterized by the absence or
limited use of hired labor, mutual and long-term support, family-
wide consumption, monetary and non-monetary evaluation of
actions, love relationships and relationships of responsibility to
children and parents, and inheritance relationships [5].

The family economy has not been considered an alternative
resource for developing entrepreneurship. The transition to
market relations led to an increase in the unemployment rate, and
therefore family (individual) entrepreneurship has become the
most important economic function of the family, generating
income. The departure of former employees of enterprises into
family businesses creates a shortage of labor and specidists in
production, which worsens industry development in the country.
But at the same time, low wages and unsatisfactory working
conditions provoke the creation and development of family
(individual) entrepreneurship. In most cases, family business
activities are based on trade [37]. As a result, most subjects are
cut off from domestic production, which is unacceptable in the
current economic situation. Therefore, when opening a family
business, it is necessary to understand the advantages and
disadvantages of organizing a business and whether it has
prospectsin the national economy.

The family is one of the oldest forms of economic organization,
unique in its kind with its socia and legal status. The
foundations of the personality are laid in the family as an
institution of socialization, and family-legal values are formed.
The individua and his family recelve assistance and social
support from the state. Family relations involve solidarity and
mutual aid, both material and moral, at various stages of the life
cycle. The same distinctive aspects can also characterize the
family economy associated with the stages of formation and
functioning of the family business if any. The problems of
family harmony that arise at the maturity stage of a family
business are often associated with the specifics of corporate
governance and itsimpact on family culture[20].

Family nature implies the involvement of the majority or some
family members in the company's management, as well as the
possibility of distributing property rights and management
functions between its individual members and between
generations of owners. If acompany striving to become a family
company should not become a subject of civil circulation, then at
least its shares should become transferable within the framework
of a narrow family circle. This transition does not always go
smoothly. Often, the owner believes introducing family
members into the company's management will ensure the ease of
transferring power and responsibility for the business to the
younger generation [10]. So, even Max Weber noted, “Initially,
there was no difference between family farming and business.
Such a divison arose gradually based on the medieva
accounting of money accounts, household expenses and business
transactions were not separated.” The secret to the success of the
family business lies in the simplified system of communications
of senior management through a standard method of values. It is
precisely because of the overlapping features of the family
business and "cultural characteristics' that Japanese, and to a
greater extent, Asian, business gravitates towards the "family
style," not only within family firms but also within corporations
[13].

Family Individua Entrepreneurship (FIE) is considered to be the
most common type of business, quantitatively predominant in
countries with developed market economies [5]. Family firms
are the world's oldest and most common form of business
organization [10]. In many countries, family firms make up more
than 70% of al companies operating in the market and play a
key role in the country's economic growth and job creation. In
Spain, for example, about 75% of firms are family owned, and
their contribution to the GDP averages 65%. The situation is
similar in Latin American countries, where the contribution of
family firms to GNP is about 60%. Family firms can be small
and medium enterprises, as well as large concerns operating in
most sectors of the economy. Examples of well-known family
firms are Benetton, Salvatore Ferragamo, Fiat Group (ltaly),
Carrefour Group, L'Oreal, Michelin (France), Hyundai Motor,
Samsung, LG Group (South Korea), Siemens in Germany,
BMW, Ito-Yokado (Japan), Ford Motors Co, etc., where the
number of FIEs have risen to 20 million [29].

2 Literature Review

The challenges of building a mature and flexible culture are
closely related to the nature of the family business. When family
and business roles are combined, a unique atmosphere of unity
of a rational business principle and an emotiona family is
created, which ultimately leads to the development of group
interaction, holistic perception of life, and the formation and
maintenance of shared values. The communication system in a
family business is different from forma corporate
communications because, in a family business, everything is
built on trust and understanding [4].

Family values are the prospect for the development of the family
business. Ideally, all family members work together in a family
business, they know each other well, or they get to know each
other better in working together. They trust each other because
they are connected not by materia goods but by a common
economic interest and joint working and living conditions [10].
Their common family values are united by the family's future
well-being, caring for their children's health, common goods,
and future. Everyone strives to do what they do best, gradualy
turning their efforts into the highest result in the form of a
volume of work performed for further exchange or sale and
development opportunities [1-3].

Family entrepreneurship is a specific area of scientific research
since economic relations are closely interconnected with socio-
psychological relations. The main subject is the family as a
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social  community formed by kinship,
matrimony ties.

parenthood, and

The problems of family business development and human
resource management in the new economic conditions and the
creation of a nationa entrepreneurial environment are reflected
in many scientific works of scientists devoted to expanding the
theory of entrepreneurship in the development of family
entrepreneurship.

Significant in this problematic area are the works of foreign
scientists in the field of strategic planning of family business
(Randel S. Carlock A. John L. Ward, Fitzgerald M.A., Winter
M., Miller N.J, Paul J), Havard studies of competitive
advantages in organizing a family business (Danny Miller &
Isabel Le Breton-Miller, 2005) and Cambridge studies on the
formation of the family business elite (Jane Marceau, 1989),
work on various problems of family business operationa
management (Paul C. Rosenblatt, Leni de Mik, Roxanne Marie
Anderson, Patricia A Johnson, 1985), comparative studies of
family business models (Dumas C., Blodgett M., Hennon Ch.B.,
Jones A., Roth M., Popescu L.), studies of the Asian family
business model (Davies H., Ma C., Janjuha-Jivraj Sh., Woods
A.), works on the conflictology of family business (Astrachan
JH., Keyt A.D., Danes Sh.M., Leichtentritt R.D., Metz M.E.,
Huddleston-Casas C.), works on the theory of integration in
family business (Mill er D., Steier L., Le Breton Miller |. Weigel
D.J., Balard-Reisch D.S.), a study of the stages of the formation
of afamily business (Leenders M., WaartsE.).

A number of authors focus on the family's influence on an
enterprise's strategic management [8, 14, 20, 27]. Thus, they
formulate the essence of the family business as the intention of
family members to maintain control over the common business
within the next generation. However, the intention to transfer a
common cause, the possession of resources, and strategic
planning without an appropriate behavioral component does not
make a family enterprise. Therefore, the above four components
are inseparable from each other.

The system approach ("components approach”) is based on the
following thesis: to make an enterprise a family, family
involvement is sufficient. On the other hand, the essentia
approach is based on the thesis that the involvement of family
members is a necessary condition but not sufficient [40]. Thus,
family involvement must be shown at the level of the behavioral
component through a clear setting for the perception of the
enterprise's strategic objectives by each family member before it
can be considered a family business [6, 7, 9, 11]. Therefore,
according to the substantive approach, two businesses with an
equal degree of family involvement may not be inherently a
family business due to insufficient development of a strategic
vision or specific behavior.

3 Materialsand Methods

The family economy is a specific area of study and research
since economic relations are closely connected with socio-
psychological connections. The subject of the family economy is
the family in the form of a social community, formed by ties of
kinship, marriage, parenthood, and various formal and informal
norms. The family economy is characterized by the absence or
limited use of hired labor, mutual and long-term support, family-
wide consumption, monetary and non-monetary evaluation of
actions, love relationships and relationships of responsibility to
children and parents, and inheritance relationships [4].

FIE is the business of one person or the private property of a
family. The owner has the material resources and capital
equipment necessary for production activities, and the owner
personally controls the enterprise's activities [12].

Let us highlight the main advantages of FIE used by the family
in foreign economic practice, which can be successfully
practiced:

L] Quick opening of an enterprise (the legal procedure for
registration is simple, and registration does not reguire high
financial and material costs);

L] Freedom and independence in decision-making;

L] High adaptation in the market, especially at the stage of the
final product (for example, the owner can provide the client
with personal services, while the outcomes of a large
enterprise are always standardized, and the final product
needed by the consumer isindividual);

L] High motivation for effective work (the owner either gets
everything in case of success or risks losing everything in
case of failure);

L] High team cohesion (employees of the organization, as a
rule, are interconnected by family ties);

*  The possibility of saving on overhead costs and the cost of
the workplace;

= The possibility of obtaining assistance from the state since
the state is interested in the development of such abusiness
as asphere of self-employment.

While there are certain advantages of FIE, we will designate a
few limitations:

L] The financial resources of a sole proprietor are usually not
enough to grow into a large enterprise, and the family
business often lacks funds;

L] The owner must be a universal worker (perform al major
decisions: buying, selling, attracting, and maintaining
staff), pay attention to technical aspects that arise in
production, advertising, and distribution of products);

= The sole owner is subject to unlimited liability
(independent entrepreneurs risk the assets of both the
company and their personal ones).

Approximately one-third to three-quarters of the world's family
firms either go bankrupt or are sold by their founders during
their holding period. Only 5-15% of family firms pass into the
hands of third-generation descendants of the founders[13].

Family Individual Entrepreneurship is aformat that is usually on
the verge of self-employment and microbusiness or smal
business [16, 19]. In this regard, support for family businesses is
a direct way to simultaneously support both people who cannot
find an application for their labor within the framework of labor
relations and small businesses that make up the dominant part of
the small and medium-sized business in terms of the number of
entrepreneurs [18].

An analysis of the existing practice of running a family business
and managing human resources in the national economy shows
that the transfer of business by inheritance is implemented
through a policy of succession, based on the transfer of business
from one generation to another within the same family (clan).
Suppose a family business is presented as a value and a well-
built system of relationships in the family economy that brings
profit, not just as a property with a specific value [22-24]. In that
case, there is a need to preserve this value within the family.
Without an active state policy in this direction, FIE will remain
only in the form of self-employment. It will not be able to play
more significant socio-economic roles in the national economy.

4 Resultsand Discussion

There are many definitions of the essence and significance of a
family business [45]. A family business performs not only an
economic but also a social function since pensioners, students,
and the disabled work in this type of business, for whom it
would not be easy to find a job on general terms. A family
business is an example of an economic entity, initially focused
on a long existence. The foundations of the family business are
laid in the historical national traditions and skills of running
one's own business, as well as in the specific features of the
existing relations in various sectors of activity (for example, in
agriculture). Various authorities become the basis for finding
additional opportunities to increase personal and family income
[26].
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To successfully implement the ideas of a family business,
thoughtful steps are needed to organize management, marketing,
finance, and development strategy. In a family business, the
functions of not only a producer of goods or services and an
employer, an organizer of jobs are implemented, not only at the
expense of the own resources of family groups and employees
but also much more complex functions: an organizer of the labor
process; taxpayer; counterparty, partner or competitor; a
participant in the financia flow, a borrower of capita;
representative of the business community, PR agent, member of
public organizations, an active subject of relations with the
authorities, society, the environment, and the world community,
€tc.

Considering the definition of the family as a unit of economic
activity based on an officially registered marriage, including
spouses, parents, and children, the most appropriate description
of the scientific category "family enterprise,” in our opinion, is
the following: "A micro-enterprise that employs members of one
family and is involved in ownership and management.” It should
be noted that the adoption of this definition of the family in the
aspect of family business excludes such enterprises in which the
participants in entrepreneuria activity, in addition to those
specified in the definition, are distant relatives (nephews, uncles,
aunts, cousins, and sisters) [15].

From our point of view, family businesses are organizations with
the participation of heirs of the first stage. It should be noted that
if family relations are broken between the employees of this
enterprise, they become business partners - individuals or legal
entities [30-36]. Therefore, the consistency of actions and the
clarity of priorities of economic entities engaged in a common
cause will depend on the quality of businessrelations.

In asituation where members of the same family, participating in
ownership and management, work in one enterprise, which, in
terms of the scale of activity, exceeds the indicators of a micro-
enterprise, then we should talk about the functioning of a family
corporation. The origins of most of these organizations are
people who organized a small joint business with close relatives.
In our opinion, a family corporation is a stage in the
development of a family business, to which it "ripens' at a
certain moment. To do this, afamily firm must go along way in
forming corporate relations and prove the independence of
existence from a change of owners[21].

Family corporations are characterized by a clear subordination
structure since their family relations are transformed into strictly
"business’ ones. Participants in joint activities already have to
reckon with the fact that some relatives are moving to
managerial positions, and some ae moving to their
subordination [38, 39]. Quite often, at the transition stage of a
family enterprise to a family corporation, serious managerial
problems await him in the division of accumulated capital and
the powers of government. The process of "corporatization" can
take decades, and many family businesses will go out of
business long before it is complete.

From our point of view, at the regiona level, a successful family
business, compared to a large corporation, is more prepared for
the transition to the so-called "energy-saving” mode, which
provides maximum efficiency at minimum cost [41-44]. Family
micro-enterprises can compete successfully, and closely related
ties make them stronger in an unstable market environment. It
should be noted that in the first place in family micro-enterprises
istrust.

Indeed, if mutual understanding reigns between close relatives, it
will be much easier for them to transfer their communication to a
business level. Each family member is motivated to work with
complete dedication to achieve higher profit margins. Close
relatives are not only "vitally" interested in developing their
small family business but are also functionally interchangeable
[46-50]. Family businesses often do not have a strictly built
hierarchical structure of subordination and a clear division of
powers. As arule, the leader is the head of the family, and other

family members perform their official duties as they understand
them.

4.1 Leadership Transition Problem

At various stages of the life cycle of afamily business, the very
status (roles) of family members changes, typical problems arise
adequately to the stages of development of a family business,
and the typology of a family business is reflected in modern
research [20].

The problem of leadership transition is connected with
preparation for planning and transfer of affairs. For example, A.
Shleifer and R. Vishny, who studied the degree of legislative
protection of property rights in various countries, proposed the
following hypothesis: in many countries of continental Europe,
the rights of shareholders (predominantly minority ones) are
protected much worse than in Anglo-Saxon countries [59, 60].

A historiographic analysis of this problem is presented in the
work of J. Hardwick (2009) [27]. Itslocal aspects are reflected in
modern studies by economists and foreign scientists (Eleanor
Hamilton, (2011), Juliano Lissoni, Mauricio Fernandes Pereira,
Martinho Isnard Ribeiro Almeida, Fernando Ribeiro Serra
(2011)) [26, 40]. The concentration of a strategic package
provides the strongest guarantee of firm ownership.

That shares are at the disposal of an individual family or several
families [26, 59, 60]. Family members, top managers, and other
employees working at different levels of the company, its
suppliers, and customers are waiting for a decision to prepare a
new generation of leaders from a corporate leader. From this
perspective, business transition and management planning are
the cornerstones of leadership [51-55]. And even with such
arguments, some owners stubbornly avoid the issue of
succession. While the founders of the business were alive, no
one in the family touched on the painful topic of the transfer of
affairs, but, despite the silence, everyone had some expectations
regarding dividends, salaries for management duties,
participation in the business of other family members, property
rights.

4.2 Family Values and Business I nterests

The problem of successful competition is connected, first of all,
with the very nature of the family business. A family business
has an entirely different policy towards relatives working in the
company. Suppose, for most corporations, this practice threatens
efficiency and contributes to a decrease in competitiveness. In
that case, the family business considers the participation of
family members as a positive factor that creates additional
competitive advantages. Indeed, with the arrival of new family
members in the company, the number of carriers of family
traditions and ideology increases, and the number of people
exercising informal control increases [17].

The problem of family harmony that arises at the maturity stage
of a family business is often associated with the specifics of
corporate governance and its impact on family culture [56-58].
Family nature implies the involvement of the majority or some
family members in the company's management, as well as the
possibility of distributing property rights and manageria (or
control) functions between its individual members and between
generations of owners. If acompany striving to become a family
company should not become a subject of civil circulation, then at
|east its shares should become transferable within the framework
of a narrow family circle. This transition does not aways go
smoothly.

Often, the owner believes that the very fact of introducing family
members into the management of the company will make it
easier in the future to transfer power and responsibility for the
business to the younger generation. However, practice shows
that the processes that should take place in a company during
such a transformation are strikingly similar in form and essence
to creating corporate governance systems. The principle of
collective decision-making should replace the sole power of the
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owner at the expense of the most capable family members [25].
Management should be professionalized, and control and
reporting should be introduced into the company's practice.
"Corporate culture," “corporate philosophy,” norms of behavior,
traditions, and principles of doing business appeared in family
firms long before the first corporations appeared. Moreover, it is
in family businesses that they play the most significant role.
Family values become the hallmark of a company and serve as
the foundation for uniting family members, connecting their
interests with the interests of the business.

4.3 Hiring Top Professional Managers

The problem of professional management is related to the
operational management of a family business with its growth.
Any successful enterprise changes its structure during the
transition from the small business sector to the medium and large
ones. Growth problems are left behind, just like the family way
of business. Most family businesses acquire top professiona
managers who effectively manage competitiveness — redlize that
being at the helm of their rapidly growing enterprise does not
always mean being an effective manager [27].

Maintaining leadership positions is sometimes more difficult
than achieving them. Family members hire professionals. At the
same time, they perform supervisory and corrective functions.
After al, rapid growth may be due to favorable market
conditions or a successful marketing move; competitors are not
asleep and are sure to use these innovations to their advantage
[61-65]. Removal from the company's operational management
reduces relatives' control over their grown company.

According to world practice, a particular share of the enterprise
will belong to hired managers, to which we can add funds raised
on the stock market. As a result, this developed business is no
longer 100% family-owned, but its value is already different.

4.4 Family Business Communication System

The challenge of developing a strong and flexible culture during

the renovation phase is aso related to the very nature of the
family business. It has long been noticed that the imposition of
family and business roles creates a particularly unique
atmosphere both in business and the family. The constant mixing
of the rational (business) and emotional (family) principles leads
to a holistic perception of life, to akind of group consciousness.
The communication system in afamily businessis very different
from that in formal corporate methods. In a family business,
everything is really built on trust, common values, and
understanding from a half-word [28].

The value system comes just from the family, it is not artificialy
grown and instilled, as in modern corporations, but it is formed
in the education process. Therefore, the "natural" value system
will be more viable than the grafted one [66-69]. If you look at
Western business, the famous "effects" of corporate culture were
formed based on the family business.

4.5 Third-Generation Business Transition Crisis

The problem of developing a family business at the next level of
management at the stage of renovation is connected with the
transfer of the business to the next generation. A "maturity test"
in a family business takes place every time the moment of
inheritance when ownership passes to a new generation of
owners [26]. At these moments, management systems and
distribution of responsibility and family philosophy and values
are tested for strength. A sound family business management
system should provide sufficient flexibility to allow new owners
to change strategy if the old one ceases to promote devel opment.
Statistics show that

The critical moment is the third transition of the company by
inheritance. There are quite reasonable explanations for this. By
the time of the third transition, the company already has the
values, dtrategy, and traditions developed by previous
generations.

Often, strengths become weaknesses, and new owners do not
risk changing what faithfully served the previous two
generations. Successfully overcoming the crisis of the third gear
significantly reduces the risk of business failure in the future.

5 Conclusion

The values of the industrial order left an indelible mark on the
development of family business at the end of the 20th century,
changing the importance of the information order. Likewise, the
globalization of the world economy also leads to significant
changes in this ingtitution. However, no matter how actively the
external environment changes, for a specific structure to be
classified as a family business entity, it must retain such
fundamental components as family ownership, continuity of
generations, and family management.

The family businesss various functions aso imply a
responsibility for their performance in the subjects of socio-
economic relations. This is the socia responsibility of the
company to society that is so necessary at present. However, a
business based on family ties is mainly carried out either in the
form of individual entrepreneurship or a limited liability
company. At the same time, although the entrepreneurial activity
is carried out with the active participation of other family
members, the laws governing relations in this area do not cover
the whole variety of legal aspects of intra-family relations that
develop in the process of entrepreneurial activity.

For a family business, limited use or complete absence of hired
labor, long-term mutual support, family-wide consumption,
materiad and non-material  evaluation of actions, love
relationships, relationships of succession and inheritance, and
responsibility to relatives are characteristic. Given the high
importance of the economic institution of the family in the
regional aspect as a unit of economic activity based on an
officialy registered marriage, including spouses, parents, and
children, it is advisable to define a “family enterprise” as a
micro-enterprise that employs members of the same family who
take part in ownership and management.

Consistency of family and persona interests is the basis for
creating a favorable moral atmosphere in family enterprises,
where there are no barriers to the interchangeability of workers,
the transfer of experience between generations, and human
resource management. Furthermore, the recognition by modern
civil society of the advantages of family business will lead to the
discovery of new prospects and opportunities for its successful
development.
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