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SMEs and
Entrepreneurship
Policy Centre

& CEPOR

* Independent policy center (think-tank) focused on SMEs and
entrepreneurship, since 2001

10 intitutional founders — from academic institutions,
entrepreneurship support organisations, business associations
* Mission:
— To influence institutional and regulatory framework for entrepreneurial
activity in Croatia

* Area of work: research, policy development, advocacy
* GEM Croatia, Annual Report on SMEs in Croatia
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I
(< CEPRA

Center for Family Businesses
and Business Transfer

* Part of CEPOR
TranSeo..
[ IVI e m be r Of TRA N S EO _— €uropean Association for SME Transfer

European Association for SME Business Transfer
* Activities:
— Annual Family Business Forum
— Miniguide for entrepreneurs: Business Transfer
— Business Transfer Barometer Croatia research
— Partner in LIDER Family Business Club
— Workshops, advisory services on business transfer ...
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European Commission estimated that business transfer
affect up to 450,000 SMEs with 2 million jobs a year.

Annually 150,000 businesses fail to adequately
approach the business transfer process, which
jeopardizes about 600,000 jobs at European Union.
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What makes business transfer
an important issue for Croatia?

e Critical number of SMEs that will be facing business transfer
challenges in the next five years

* Awareness raising activities — only few
* Underestimated complexity of business transfer

 Some examples of good practice among Croatian companies
(but not willing to share it)

* Lack of support

@ CEPOR SMEs and Entrepreneurship Policy Centre
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Generation 55
(SME owners aged 55+)

e 16.590 companies (31% in total number of SMEs) are
owned by entrepreneurs aged 55+
— the largest share is in the Istria County and Karlovac County

 179.087 employees are working in companies owned by the
entrepreneurs aged 55+ (16.1% share of employment)

— the largest share is in the Medimurje County and Zagreb County

 More than 15 billion EUR of income is generated by the
companies owned by entrepreneurs aged 55+ (18.9% share

of total income)
— the largest share is in the Lika-Senj County and Split-Dalmatia County

@ CEPOR SMEs and Entrepreneurship Policy Centre




BUSINESS TRANSFER BAROMETER CROATIA

Business Transfer Barometer
Croatia 2015

Objectives of the research — to determine:

 The number of enteprises in Croatia that represent a risk
group

— criteria: age of the owner (55+) and attitute towards business transfer
 The way SME owners plan to conduct business transfer
* The support SME owners need in business transfer process
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Business Transfer Barometer
Croatia

e Survey conducted in 2015

 Sample: 200 small and medium sized enteprises’ owners aged
55+

* Telephone interview or on-line questionnaire (CATI / CAWI)

 Reference: Elina Varamaki, Anmari Viljamaa and Juha Tall,
Seinajoki University of Applied Sciences Finland

e Partners:

LMiNPO NN PBZ m HUP Deloitte.

Hrvatska udruga poslodavaca
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What do we know about generation 55+?
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Demographic profile of generation 55+

F26%

55-60 years 61 years and more
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Ownership profile of generation 55+

ESTABLISHED

BOUGHT 88%
T2 12%
ONLY OWNERSHIP OWNERSHIP AND
INHERITED MANAGEMENT
57%
5%
° 19%
10% 14%
SOMETHING ELSE I
1%

Year of
establishment . . ‘ ‘

From1945 From1990 From1995 From 2000
to 1989 to 1994 to 1999 to 2010
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Family background of generation 55+

b
W pJ0 ;738 ONE CHILD
Child involved in
60%
ﬁ* 56%  TWO CHILDREN
52%
FAMILY BUSINESSES

38% ownership or management
ﬁ*i MOTREFéﬁl?DRREN 5% Someone else
62%

I 4%
NO CHILDREN NON-FAMILY BUSINESSES
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Your role in a company will be changedina ... ?

23% 24%
18% 18%
9% 8%
= T
Do not think
27% inthe short term mec:ir:J::eterm 2690 in the long term aboutglzasngmg
—— ——————
- 1=3 yeurs 3-5 years 5-10years More than 10 years Don't know
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The future of the company after you withdraw?

65%
17% 6% 12%

N .
U 6 ?

IT WILL CLOSE IT WILL BE SOLD IT WILL CONTINUE | HAVEN'T THOUGHT
TO OPERATE ABOUT THAT
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Who will take over the leadership of the
company?

NEW MANAGER | DONT KNOW,

ONE OF CURRENT

EMPLOYEES, WHO IS
SOMEONE FROM THE FAMILY NOT A FAMILY MEMBER
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Do you have a specific Family member of Curren'fly
person in mind? not? employed in the
company?

0) :
e SUR LIRAREN T THOUSHT 73% * YOUR CHILD CURRENTLY NOT AN
REOUL T EMPLOYEE OF
THE COMPANY
o) 0 SOME OTHER 23%
19% 68% 8% ﬁ FAMILY MEMBER
YES, A SPECIFIC PERSON
YES, DESIRED PERSON WHO IS 77%
PROFILE (NOT A 16% NOT A FAMILY
SPECIFIC PERSON) MEMBER CURRENTLY AN
EMPLOYEE OF
4% ? NO ANSWER THE COMPANY
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Deswed characteristics of
the person that will take
over the leadership of
the company?

PERSON OF CONFIDENCE

OPENNESS TO LEARNING

ADEQUATE AND NECESSARY EDUCATION TO RUN A BUSINESS
KNOWLEDGE OF THE WAY IN WHICH THE COMPANY FUNCTIONS
KNOWLEDGE OF THE ACTIVITY THE COMPANY IS INVOLVED IN

MANAGERIAL EXPERIENCE

.
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How to find the right person for taking over the
leadership position? JSEFULNESS 1

i | HAVE ALREADY USED IT - USING IT

EXCHANGE OF INFORMATION WITH OTHER ENTREPRENEURS 41%

PUBLICATION OF A VACANCY YAl 23%
|

CONVERSATION WITH FAMILY AND FRIENDS eV 36%
|

DIRECT OFFERS TO OWN EMPLOYEES kY 41%
|

THROUGH PRIVATE CONSULTANTS 9% . 14%
|

THROUGH AN ASSOCIATION OF ENTREPRENEURS 5% I 18%

DIRECT OFFERS TO EMPLOYEES OF OTHER COMPANIES (0% [1239%

| | PLANTO USE IT
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Do you talk with your children about the future
of the company?

WE TALK

é 23% ALITTLE

18%  WEDON'TTALK
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How challenging are different aspects
of business transfer?

425 . O MAINTAINING HARMONIOUS RELATIONS WITHIN THE FAMILY

. _ TRANSFER OF KNOWLEDGE TO THE PERSON WHO TAKES ON
3,78 “  THE ROLE OF DIRECTOR IN THE COMPANY

_ FINDING THE RIGHT PERSON TO TAKE ON THE ROLE OF

3,57 9 DIRECTOR IN THE COMPANY
3,07 ‘ COMPANY VALUATION
284 ‘ FINDING A POTENTIAL BUYER FOR THE COMPANY
2.80 ‘ O FINDING QUALITY ADVISORS TO ASSIST WITH THE BUSINESS TRANSFER
266 ‘— PAYMENT OF TAX RELATED TO BUSINESS TRANSFER

5
o CEPOR
CHALLENGING CHALLENGING
SOMEWHAT Centar za politiku razvoja malih
CHAIl ENNCGINCG i sredniih poduzeca i poduzetnistva
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Aspects of business transfer where support will
be needed

139 "0 3% P

TECHNICAL IMPLEMENTATION 0 HOW TO START THE BUSINESS
OF THE BUSINESS TRANSFER 36% TRANSFER PROCESS
HARMONIZATION OF COMPANY
AND FAMILY INTERESTS WHEN
MAKING THE DECISION 299, I »
42%

PREPARING THE
COMPANY VALUATION COMPANY FOR SALE
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What will be your role after you withdraw from
the company manager role?

44%

23%

n n ™~
= 5 O
g o” = °Q = @

| WILL CONTINUE | WILL CONTINUE | WILL WITHDRAW | WILL COMPLETELY SOMETHING CLOSETHE DON'T KNOW
TOWORKFORTHE  TO WORK FOR FROM EVERYDAY  WITHDRAW FROM THE ELSE COMPANY

COMPANY FULL-TIME THE COMPANY  BUSINESS ACTIVITIES BUSINESS
PART-TIME BUT WILL REMAIN AS
AN ADVISOR

@ CEPOR SMEs and Entrepreneurship Policy Centre



BUSINESS TRANSFER BAROMETER CROATIA

Sources of income after withdrawal from the
company?

28%

ONLY THE PENSION

72%

| COUNT ON OTHER
SOURCES IN ADDITION
TOTHE PENSION

24%

20%

14%

10%
% 6% 6% 6%

I i 2
1 1

COMPANY | DON'T KNOW SAVING LIFE WILL WORK FEE FOR
PROFITS INSURANCE PART-TIME ADVISORY SERVICES
PROPERTY TOURISM WILL WORK AS AGRICULTURE INCOME ANNUITY
RENTAL ACTIVITY A FREELANCER FROM ASSETS
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Sources of information on business transfer

USEFULNESS 1 =5

i | HAVE ALREADY USED IT - USING IT

INTERNET 74% 7%

60% 8%
EXCHANGE OF EXPERIENCE AND INFORMATION WITH
0
OTHER ENTREPRENEURS 14%

DISCUSSIONS WITH EXPERTS 17%

CONFERENCES, SEMINARS, WORKSHOPS, ETC. 26%

BOOKS, BROCHURES, ARTICLES, ETC.

8%

| PLANTO USE IT
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Perceptllon of time needed for

business transfer process

50%

22%
6%

>

Less than one year 1 to 3 years 4 to 5 years More than 5 years
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What is the cost of ,,doing nothing”?

In Croatia, more than 5,300 enterprises with
about 57,000 employees represent risk group
because of the age of the owner (55+) and the
attitude towards business transfer

(underestimating the complexity and duration of the process).

@ CEPOR SMEs and Entrepreneurship Policy Centre
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Policy recommendations

for development of business transfer ecosystem in
Croatia

Awareness raising Enhancing the quality and Co-financing of training and
campaigns for SME owners availability of counseling advisory services for SME
aged 55+ support for business transfer owners 55+

Family Businesses - adopting |l Promotion and facilitation of
EU definition, statistical business takeover as an Development of on-line
monitoring, support alternative entry option for markets for matching SME
programmes for successful individuals willing to run sellers and buyers
generation transfer their own business

@ CEPOR SMEsand Entrepreneurship Policy Centre
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Contact info

Mirela Alpeza

CEPOR — SMEs and Entrepreneuship Policy Center
www.cepor.hr

CEPRA — Center for Family Businesses and Business Transfer
www.cepor.hr/cepra

e-mail: malpeza@cepor.hr
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