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The awareness of the family spirit is
the key for the introduction and keep-
ing up with the family business. The
main challenge of family companies
in the recent years has been and still
is the succession process — transfer-
ring knowledge, power and ownership
while keeping values, which hold busi-
ness and family together. According
to the estimates made by the experts,
roughly one third of all EU compa-
nies will change hands over the next
10 years, ranging from 25-40 %, de-
pending on the Member State. This
indicates that each year an average of
610.000 small and medium-sized en-
terprises (300.000 SMEs with employ-
ees and 310.000 one-man companies)

will change hands.

Although the process of change in
ownership, transfer and / or succession
within or outside of a family is an ex-
tremely crucial moment in the business
life of a family SME, unfortunately 30%
of family businesses fail in the context of
business transfers, leading to enormous
jobs, knowledge and entrepreneurial po-
tential losses (Business dynamics EC, DG
Enterprise and Industry, 2011).

The state-of-the-art (e.g. Hollerbach,
2011; Mierzal, et al.; 2017; Bird et al.,
2016) clearly indicates that only a small
percentage of the companies really think
about the succession, although each year
approximately 450.000 companies, em-

ploying about 2 million people, face this
challenge. About 150.000 businesses are
closed each year due to an unsuccessful
succession, leading to the loss of 600.000
jobs (EC, 2016/C 013/03). What is more,
the results of the Family Business Sur-
vey from 2016, which interviewed 2.802
senior executives from across 50 coun-
tries, show that 43% of family businesses
do not have a designed succession plan.
Other family companies plan to make the
succession, but many of them do not have
any specific tool to do it.

The succession processes, which are
performed inappropriately, can be there-
fore the threat for national economies.
Family businesses do not only use their
potential in communication with the cli-
ents or partners, but also do not see the
need for the implementation of the family
elements and do not plan the generation
change. According to the Report on State-
of- the Art in Family Business Transfer
(ERASMUS+ project report, 2016), 60%
of family business successions fail due to
communication breakdown within the
family. Less than 3% of the failures are
caused because of mistakes in accounting,
legal or financial advisory planning, or to
tax regulations. At the same time, support
in business transfers disproportionally fo-
cuses on technical and legislative issues.
Consequently, the succession planning is
undermined by failures in communica-
tion within the family, lack of appropriate
expert consultation and adequate support.
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The succession decisions influence the
existence of the family companies. There-
fore, it is important to make the family
companies aware how important the suc-
cession process is and to show them the
essential elements of this process, that in
many cases are crucial to be taken into
consideration.

The aim of this article is to present
the results of the interviews (discussions)
with the Polish entrepreneurs from family
companies and the representatives of lo-
cal authorities on the needs and barriers
within family business succession in the
Mazovian region.

Literature review

The main challenges facing family
businesses in the next few years in Po-
land, compared with Central and Eastern
Europe and World are shown in Figure 1.

As it can be seen in Figure 1, half of
the respondents (50%) stated that the suc-
cessful planning is one of the challenge of
the family company.

Legal aspects

The topic of family business succes-
sion has become very popular in the re-
cent years. It seems that the transfer of the
company should be an easy activity but,
based on the data from different sources
(e.g. Roszko-Grzegorek, 2008; Duh,

2012; Ting, 2009; Federation of Europe-
an Accountants, 2016), it turns out that
it is a long and complicated process. The
main problem of family business succes-
sion in Poland is of a legal character. It is
caused by the fact that there is no single
legal act, which would regulate the aspect
of business succession. Actually if the
succession process is planned to be per-
formed in a complex way, it is necessary
to use many different regulations, among
others: Act from 14 June 1960 — Admi-
nistrative Process Law; Act from 23 April
1964 — Civil Law; Act from 17 Novem-
ber 1964 — Civil Process Law; Act from
26 June 1974 — Labour Law; Act from 28
July 1983 — Succession Law; Act from 14
February 1991 — Notary Law; Act from
26 July 1991 — Income Tax from the In-
dividuals; Act from 15 February 1992 —
Income Tax from Legal Entities; Act from
13 October 1995 — Evidence Rules and
Identification of Taxpayers; Act from 29
August — Tax Statute; Act from 29 Au-
gust 1997 — Banking Law; Act from 13
October 1998 — Insurance System law;
Act from 9 September 2000 — Civil Ac-
tivities Law; Act from 15 September 2000
— Trading Law.

Although there are many regulations
how to cope with transferring the compa-
ny, one of the main barriers is how to run
the company inherited by a juvenile after

Figure 1 Challenges facing family enterprises in the perspective of nearest years,

taking into consideration Poland, Central and Eastern Europe and World (%)
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the death of the owner in order to balance
the protection of the inheritance with the
interest of a company (Martyniec, 2014).
The main problem occurs when a juvenile
inherits after the death of a parent and
becomes at the same time co-owner of
the company. The regulations are of static
character and therefore there is the need
to lead the inheritance case in front of the
family court, which would concern the
consent of the court for undertaking any
activities related to the estate by the legal
guardian.

Another legal problem is that it should
be possible to take over the rights to the
company by the children after the death
of the owner even in the case of the part-
nership company. At this moment it is
very doubtful (Martyniec, Rataj, 2014).

What make the family business suc-
cession difficult is that in the case of the
death of the owner, the company should
not be liquidated and the other owner
could continue the activity alone during
the period of one year unless the second
co-owner appeared. It is very desirable in
the case of family companies when the
juveniles inherits the company (Pinior,
2008). Actually, the death of one owner
makes the necessity of the liquidation of
the partnership company (Rejmer, 2014).

Taking into consideration legal aspects
of family business succession, a major ob-
stacle for this process is the form of the
business activity. The predominant legal
form of family business in Poland is the
sole business activity (Firmy Rodzinne,
2017). This type of enterprises includes
81% of all the companies. The second
most popular form of the business ac-
tivity is the partnership company (11%).
However, corporations of individuals can-
not be transferred to their successors in a
liquid manner, as their existence expires at
the end of their activities. The awareness
of this threat is astoundingly low among
the entrepreneurs. Many entrepreneurs
ignore this danger and postpone the deci-

sion to change the legal form of their busi-
ness (Bednarski, 2017).

From the discussions with experts
and the owners of family companies
across Poland, it can be stated that even
an advanced form of business, such as a
limited liability company or other com-
mercial law company, does not guarantee
a safe transfer of ownership and power.
Owners do not pay sufficient attention
to them for drawing up the company’s
contractual provisions regarding the suc-
cession of shares or the arrangements for
efficient transfer of management (Jakubo-
wicz, 2015). These facts make the major-
ity of family businesses neither legally nor
from the organizational side prepared to
transfer ownership and power to the suc-
Cessors.

In 2018 the Decree on Succession
Management of a Sole Proprietorship
came into force. Its aim is to manage the
company after the death of the owner un-
til taking the decision by the heirs as far
as it concerns the future of the company.
Therefore the succession manager ensures
the possibility of the continuation of busi-
ness activity by the children in the form
of sole activity.

The Decree can be a helpful solution
for the heirs of the companies, but unfor-
tunately it will not eliminate several bar-
riers, mainly in thinking and perceiving
the succession process by the owners and
other members of the families.

Cultural, psychological
and competence aspects

John L. Ward (2004) wrote: “The most
critical issues facing business-owning fami-
lies are family-based issues more than they
are business-based issues’. It then shows
that apart from legal aspects, family com-
panies face several other aspects in the
execution of business succession process
(e.g. Le Breton-Miller, et al. 2004; Le-
wandowska, 2014; Wiecek-Janka, 2016),
among others cultural and psychological
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ones, which are strongly related to the

family itself:

* Goodwill (family disputes,
intergenerational conflicts);

* Family values (lack of time, weak
family ties, lack of love, lack of respect,
lack of understanding from other
family members, lack of common
interests and common goals);

* Other aspects (uncertainty, fears,
lack of harmony, burnout, lack of
mentor, too high requirements, lack of
development opportunities).

Moreover, the family nature of the
company may result in such barriers as:
nepotism in the area of personnel man-
agement or autocracy or dominance of
family goals over business (Zukowska, et
al,, 2012).

According to research, especially nep-
otism is regarded as the factor blocking
the family succession (e.g. Henry, 2013;
Liu, 2015). Family business owners de-
mand more from family members than
from other employees. This is mainly
justified by the ownership of a family
business. The founders do not want to
transfer the family business to someone
else. But on the other hand, nepotism is
a negative phenomenon. For example, it
demotivates the employees when they see
that the leading positions are occupied by
incompetent family successors. Moreover,
family businesses, which struggle with
nepotism, have the problem with retain-
ing competent external people. According
to Odehnalovd (2008), this can lead to
the bankruptcy of the company.

According to the ENTER transfer pro-
ject partner from the Vysoka Skola Eco-
nomicka in Prague, which has elaborated
this part of the literature review, conflicts
within the family may negatively affect
the transfer of the family business. If the
enterprise is going to transfer the owner-
ship, conflicts between generations and
siblings may emerge. The most important

issue that arises in generational renewal is
that the handover of the business is great-
ly underestimated, the family thinks that
succession from generation to generation
is a short-term issue (Korab, et al., 2008).
The main reasons of possible conflicts in-
clude, among others: non-compliance of
family members with company priorities;
different concepts of family members and
between generations; rivalry of siblings;
different approaches to the role of men
and women in entrepreneurship (Deloitte
Ceska Republika a AMSP CR, 2014).

Another psychological and cultural
problem is related to paternalism and in-
clination towards autocracy, which is re-
lated to distrust of other employees, the
inability to delegate its powers, the strong
need for control and the need for recog-
nition. The owner does not trust to any-
body and tries to have permanent control
of the business, even if he / she does not
manage the business anymore. Employees
are confused, because they do not know,
which orders to take for given (Zahrdd-
kovd, 2012; PARP, 2012).

When discussing about business suc-
cession, it is indispensable to consider the
competences of potential successors. The
owners of the companies are afraid of not
finding the successors, who are competent
enough. However in contrast to 2015, in
2016, the owners less insist on the practice
of successors in other companies (AMSP
CR, 2016). The barrier is the fact that in
many countries there are no educational
institutions focusing on family business
and the aspect of succession. If the family
tradition in the company does not plan to
continue, it is mainly because the own-
ers do not want to exert pressure on other
family members or because they are head-
ing for other fields (AMSP CR, 2016).

The transfer of business leadership is
possible to be made in a short-term per-
spective, while the transfer of ownership
is, by contrast, a more complex process
that is irreversible. Research from the
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United States has shown that it is even
better to have a poorly planned genera-
tion change in the management of a fam-
ily business than the ownership transfers
to external people (Kordb, et al., 2008).

Research approach and methods
In the article, the following research

questions were given:

* What are the needs in family business
succession in the Mazovian region?

* Why does family business succession
not often take place? What are the
barriers?

The research was conducted between
2017 and 2018. In the research, the direct
non-structured interviews (discussions)
with entrepreneurs and the representa-
tives of local authorities from the Mazo-
vian region, who were interested in the
topic of family business succession, were
applied. Before conducting the research,
the author contacted c.a. 100 enterprises
(micro, small, medium, and big enter-
prises), among which 63 of them decided
to take part in the research. As far as it
concerns the representatives of local and
regional authorities, there were 20 people
engaged in the research. The task of the
target group was to indicate needs and
barriers in family business succession in
the Mazovian region. The only structured
element in the interview was to suggest

by the author the groups of barriers and
needs based on literature (legal, cultural,
psychological and financial).

Discussion and results

The target group of the interviews
represented among others individual
entrepreneurs, the representatives of
Chambers of Commerce and the Mu-
nicipal Councils engaged in the topic.
They all highlighted the complexity
and difficulty of the succession pro-
cess. First of all, they stated that an ef-
fective implementation of the succes-
sion is a real challenge for all family
businesses. However, the succession is
even more difficult to be successfully
implemented in Poland. During the
discussions, the participants identified
needs and barriers related to the busi-
ness succession aspect. At first, they
indicated barriers and adequate needs
were the results of these barriers.

Above all, they concentrated on psy-
chological and cultural aspects — both
barriers and needs. Figure 2 presents
the aspects most often indicated by the
target group of the research.

The Polish entrepreneurs and the rep-
resentatives of authorities in the Mazo-
vian region confirmed that the owners
(seniors) do not usually want to make suc-
cession in their companies. Such attitude

Figure 2 Psychological and cultural aspects in the business succession in the

Mazovian region (%)
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was presented by 73% of the participants
of the research. The representatives of the
authorities confirmed that the owners do
not want to undertake the discussion on
this aspect as it seems to be annoying for
them. On the other hand, as presented
in Figure 2, 66% of the target group no-
ticed that it is a big problem to avoid the
discussions on the succession and people
should start talking about it. The reason,
which caused that the subject remained
silent, was that the owners are afraid of
losing their life’s earning. That is why they
stated they still have time and they want
to manage and supervise everything by
themselves. However the aspect of “still
having time” was perceived as barriers for
61% of the interviews and as 25% of the
interviewed people admitted that there is
the need to start discussing it. That result
showed that most of the entrepreneurs
are convinced that the succession will be
performed in a long-term perspective and
only 25% of the interviewed decided that
it is a problem and the succession should
not be moved in time. They stated that
succession cannot be equal with the re-
tirement. It is too late. The successors
must be allowed to manage the company
as early as possible. Moreover, they must
be involved in crucial aspects of the com-
pany, i.e. they must learn how to manage,
not just to be present eight hours per day
in the company.

The next aspect concerned the possi-
bility of transferring the company to chil-
dren and the competences related to the
management of the company, which is
taken over. In the view of the target group,
first of all, the children may not want to
take the business, because they are inte-
rested in anything else as aforementioned
(46% of the participants). Secondly, they
may not have enough competences to
take and maintain the business (38% of
the participants). Therefore, even if the
owner (senior) has children, it is not so

clear that they will want to be the succes-
sors. It seems to be a huge problem as 78%
of the interviewees stated that there is a
need to encourage the children adequately
earlier to take over the family business.

The awareness was the significant fac-
tor of the discussion between the entre-
preneurs and the representatives of local
authorities. They agreed that the aware-
ness of complexity of the succession pro-
cess is still quite low in the society. The
owners indicated that they would inform
their descendants that they would hand
over the company. However, they expect
that the descendants will quickly and
willingly enter a new role. The vast major-
ity of Polish family enterprises belong to
the first generation. The longer the com-
pany operates on the market, the more
stable it is and the greater the tendency to
“change the leader”.

Another important reason that hinders
the business succession process in Poland
generation, was the reluctance of the fam-
ily ownership to apply knowledge of ex-
ternal people (i.e. managers, advisers and
experts) and low interest in external train-
ing (66% of the interviewees). Distrust to
external people hinders proper prepara-
tion to the most important change for the
family company. However, what is inter-
esting, the main resistance of introducing
an external person to the company came
from micro and small companies. In the
case of big companies, the statement was
the opposite — the representatives of such
companies preferred to enter an external
people instead of children, because they
concentrated mainly on the competencies
and not on family ties.

Finishing the discussions on psycho-
logical aspects it was summarised that the
owners must trust the successors. They
must think that the successors are able
to do something well, without help. They
must let the successors to be independent
in activities.
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Table 1 The responses (in numbers) between the entrepreneurs and the

representatives of the authorities in the Mazovian region related to Figure 2

Aspect

Engagement of external people

Engagement of children in taking over the business
Competences

Independent management

Time

Willing to perform the succession

Sources: own study.

The division of the responses between
the entrepreneurs and the representatives
of the authorities in the Mazovian region
are presented in Figure 3 and Figure 4.

The next stage of the discussion with
the entrepreneurs and the representatives
of local authorities concerned the finan-
cial aspects (Figure 3).

It was unanimously stated that the
succession may require the investment of
a big amount of funds and as presented in
Figure 3, the majority of the interviewed
people agreed that in the case of family
business succession they would need ad-
ditional funds for business activity. 92%
of them stated that if the company dis-
poses old technological equipment such
machines, or not innovative methods of
production, the successors are forced to
invest money in order to gain profits from
the business activity. Therefore for 64%
of them there is a need to find additional
financial sources if the succession process
is to be performed successfully. If the suc-
cessors do not have enough financial capi-
tal, they are not interested in taking over
the family business. Moreover, there are

Entreprenecurs Represe‘:ntatives of lf)c‘al

and regional authorities

Barrier Need Barrier Need
39 10 16 17

30 59 8 6

26 28 6 15

14 7 7 5

41 17 10 4

50 42 11 13

not any incentives now, which would en-
courage the owners to start the succession
process (74% of them mentioned among
others promotional taxes). Moreover, the
successors would expect any financial in-
centives, such as the reduction of taxes in
a specified timeframe in order to manage
with all aspects important for the business
succession (74%)).

The last aspects discussed in the finan-
cial group concerned the financial profits
from business activity. Fortunately 85%
of the interviewed people stated that they
must gain profits from the company after
giving it to the other hands. Only 26%
of them stated it is the secondary aspect,
which does not influence the decision on
the starting the succession in the com-
pany.

The division of the responses between
the entrepreneurs and the representatives
of the authorities in the Mazovian region
are presented in Table 2.

One more group of barriers and needs,
not indicated previously by the author,
but strongly underlined by the entrepre-
neurs and directed to the representatives

Figure 3 Financial aspects in the business succession in the Mazovian region (%)

Additional funds for business activity
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Table 2 The responses (in numbers) between the entrepreneurs and the

representatives of the authorities in the Mazovian region related to Figure 3

Aspect

Barrier

Additional funds for business activity
Promotional taxes

Financial profits from business activity

Sources: own study.

of local and regional authorities, con-
cerned so-called systemic changes (78%
of the participants) (Figure 4), which are
strongly linked with decision making pro-
cess of the national government.

The target group proposed, as the
example, the introduction of systemic
vouchers, which are not currently offered
in the country, but which could support
the successors in improving the company
at the beginning of the activity with a new
owner (62%). For 52% of them it would
be a good incentive for the succession pro-
cess. Especially in small companies it was
highlighted that there are no people, who
could support them in the business suc-
cession process (30%). There are no advi-
sors, who are familiar with the issues re-
lated to the complex succession, and who
are able to effectively cooperate with the
owner and his family. At this moment,
the potential successors may only use the
advices of the lawyers on legal steps,
which must be undertaken when tak-
ing over the company.

The interviewed people also mentioned
the support from the EU funds as impor-
tant incentive, however many of them are

Representatives of local and

Entrepreneurs . .
regional authorities
Need Barrier Need
49 61 4 15
54 58 7 3
17 61 5 10

aware that the support of the European
Union will end in some years.

The division of the responses between
the entrepreneurs and the representatives
of the authorities in the Mazovian region
are presented in Table 3.

To summarising the research it turned
out that one more reason that aggravates
the difficulties in carrying out succession
in Polish enterprises in the Mazovian re-
gion, is the lack of the dissemination of
the examples of successful successions
or problems for which the owners and
their successors are exposed in specific
situations. When the successor enters the
business activity, it is necessary to cope
with everything immediately. The Polish
system does not help them in any aspect.
The proposed solutions are not easy to be
understood and it discourages people to
become the successors. Surely it is possi-
ble to find in literature information about
successful business succession (e.g. Lipiec,
2017), however the interviewed people
mainly represented the small companies
at regional level, which do not wish to
show the internal side of the company to
external people.

Figure 4 Systemic aspects in the business succession in the Mazovian region (%)
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after performing the succession

Promotional taxes
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Table 3 The responses (in numbers) between the entrepreneurs and the

representatives of the authorities in the Mazovian region related to Figure 4

Aspect

Barrier
Introduction of systemic vouchers 41
Counselling of professionals 13
Support from the EU funds 15

Sources: own study.

Conclusion

Having discussed with the representa-
tives of the companies and the representa-
tives of local and regional authorities in
Mazovia region it can be stated that the
family companies are facing a big problem
of the ageing of the owners. As the suc-
cession process is the only way to main-
tain the family business, it is necessary
to continuously analyse different aspects
related to the legislation, but also possi-
ble educational paths in this aspect, and
based on this information, to develop the
succession plan for the business owners
and the young successors. The succession
plan should identify the main steps of the
succession process with the identification
of necessary methods and tools. It should
be the basic element of the strategy of
each company. Moreover, the knowledge
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