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ABSTRACT 

Family-owned businesses are a large part of the American economy. 

Unfortunately, the majority of all family businesses fail before reaching the second or 

third generation. Although many possible explanations exist as to why so few family 

firms are unable to perpetuate themselves into future generations, succession planning 

has emerged as a key area of interest and a potential stumbling block for business owners, 

consultants, and researchers to pay attention to. Succession difficulties are often related 

to relationship problems, such as family conflict and leadership issues, rather than 

business problems. The purpose of this study is to investigate the relationships between 

family business owners' leadership and conflict management styles, their perceptions of 

the importance of succession planning and actually planning for succession, and the 

demographic variables of the business owners' age and the number of generations the 

business has been in operation. These relationships were studied using a national data set 

of (TV = 205) family business owners. A stmctural equation model was employed with 

leadership styles, conflict management styles, and the importance of succession planning 

as the primary constmcts of interest. The results indicate that the overall fit of the model 

to the data was very good and that all the indicators of latent constmcts had strong factor 

loadings. Significant relationships were found between a business owners' age and a 

controlling conflict management style, and between the number of generations the 

business had been in operation and flexible conflict management styles, cooperative 

leadership styles, and the perceived importance of succession planning on the part of the 

VI 



owner. It was also found that business owners who are flexible in their conflict 

management style are more likely to plan for succession than controlling conflict 

managers. In addition, business owners who employ either a cooperative or an autocratic 

leadership style plan for succession and perceive succession planning as being important, 

but they may do so for different reasons. The results are discussed in terms of 

implications for those therapists, counselors, and consultants who would work with and 

advise family business owners on how to improve their chances for success in the 

succession process. 
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CHAPTER I 

INTRODUCTION 

Family-owned businesses are a larger part of the American economy than people 

often imagine. Research conducted by the Family Firm Institute in Brookline, 

Massachusetts has revealed that over 80% of all businesses in North America are family-

owned ("Some facts on family-owned firms," 1998). Family businesses account for 78% 

of all new jobs that are created, 60% of employment nation-wide, and 50% of the Gross 

National Product in the United States ("Some facts on family-owned firms," 1998). 

Family businesses also comprise nearly 35% of Fortune 500 companies. 

Unfortunately, nearly 70% of all family businesses fail before reaching the second 

generation and 88% fail before reaching the third generation ("Some facts on family-

owned firms," 1998). A paltry 3% of family businesses make it to the fourth generation 

or beyond ("Some facts on family-owned firms," 1998). Groshong (1998) pointed out 

that the third generation usually represents the end of family ownership either through 

poor management or because the business is sold. Although many possible explanations 

exist as to why so few family firms are unable to perpetuate themselves into future 

generations, succession planning has emerged as a key area of interest and a potential 

stumbling block for business owners, consultants, and researchers to pay attention to. 

Hume's (1999) research indicated that succession difficulties represent one of the main 

reasons businesses fail. iHe also indicated that those difficulties are usually related to 

relationship problems, such as family conflict and leadership issues, rather than business 



problems. Syme's (1999) research also supported the notion that relationship issues seem 

to be of critical importance in successful business transitions. 

One of the author's assumptions is that conflict is an inevitable, and oftentimes 

prominent, part of many family businesses. Some of these conflicts have found their way 

into mainstream media because of the overtly destmctive affects they have had on both 

the family and the business. In addition to the well-publicized strife of some family-

owned businesses, there are undoubtedly many other family businesses that experience, 

and must deal with, conflict that may never be apparent to people outside the family or 

the business. These family businesses have found ways to manage and cope with conflict 

within their organizations. Although conflict management is believed to be an important 

process within the business management literature, it is surprising that relatively little 

empirical resezu-ch has been conducted on the impact of conflict management within 

family-owned businesses, particularly with regards to succession planning. 

Sorenson's (2000) research shows that a business owner's leadership style plays 

an influential role in business and family outcomes as well as employee satisfaction and 

commitment, h is believed that the leadership style that the business founder employs 

will also play a critical role in successful succession planning. It has been argued that 

one of the primary functions of businesses is to maximize productivity. This 

responsibility for productivity and smooth functioning rests primarily upon the leadership 

of the business. It is their job to identify and fix problems of productivity within the 

business. Planning for the future of the company in terms of vision and leadership is just 

one of the areas in which current and future productivity need to be evaluated. In the 



case of family-owned businesses, however, the issue of leaders maximizing productivity 

is more difficult than it may be for non-family-owned businesses. That is because the 

leaders of family-owned businesses may also be the parents, siblings, or relatives of those 

they employ. Although the overall purpose of families may vary somewhat from culture 

to culture, a majority of families are concerned with supporting one another, developing 

self worth, and providing a safe environment for its members. Therefore, the goals of 

families and businesses may oftentimes be at odds with one another, thus opening the 

door for conflict at multiple levels. 

Using the leadership and conflict management styles discussed by Sorenson 

(1999, 2000), the purpose of this study is to investigate the relationships between family 

business owners leadership and conflict management styles, their perceptions of the 

importance of succession planning and actually planning for succession, and the 

demographic variables of the business owners' age and the number of generations the 

business has been in operation. These relationships were studied using a national data set 

of family business owners. A stmctural equation model was employed with leadership 

styles, conflict management styles, and the importance of succession planning as the 

primary constmcts of interest. The results were discussed in terms of implications for 

those therapists, counselors, and consultants who would work with and advise family 

business owners on how to improve their chances for success in the succession process. 



CHAPTER n 

LfTERATURE REVIEW 

This section reviews the literature that is pertinent to this study. I begin by 

discussing what is known about succession planning in family-owned businesses. I then 

discuss the links between the business owners' leadership and conflict management 

styles, their perceived importance of succession planning, and the demographic variables 

of the owners' age and the number of generations the business has been in operation. I 

conclude by talking about succession planning in terms of both Systems and Conflict 

Theories. 

Succession Planning in Family Businesses 

Succession planning refers to whom, how, and on what terms a business will be 

transferred from one generation to the next (Carroll, 1988). Hutcheson (2000) indicated 

that succession planning is a relatively new field of study. He explained that it is new 

because, in patriarchal societies, family patriarchs usually ran the business until their 

deaths, at which time it was customary to turn the family-business over to the eldest son, 

regardless of his skill level or of other family members who might have been interested in 

mnning the business. In today's society, the issues surrounding succession planning are 

much more complex than simply passing the business along to the oldest son. Many 

business owners today do not want to work until their deaths, nor is it a financial 

necessity. It is also no longer a given, or even expected, that businesses will be passed to 



the oldest son. In many ways, this makes the issue of succession planning more difficult 

for the founder/owner because the decisions of when, how, and to whom the business will 

be transferred must be planned in advance. 

Prior planning can help family business owners avoid much of the conflict and 

stress associated with the business transfer. Stress and possibly emotional, financial and, 

rarely, physical harm may occur for the owner/founder, the business, and the family 

during the succession process. Succession planning, therefore, is a critical issue for all 

family-owned businesses to consider at the present time because it is estimated that 

nearly 40% of family-owned businesses will experience a change in ownership and/or top 

leadership within the next five years ("Some facts on family-owned firms," 1998). 

These leadership changes within family-owned businesses mean that the United 

States is on the verge of experiencing a huge transfer of wealth as business owners 

attempt to pass their businesses on to the next generation. With this impending transfer 

of wealth and power looming on the horizon, it is surprising how littie some family 

business owners seem to be doing to make preparations for succession. Kertesz and 

Atalaya (1999) found that around 70% of founders of family firms resisted the delegation 

of power and the preparation of a succession plan. "Lifeline of success" (1999) indicated 

that just 28% of all family-owned companies surveyed have a succession plan. In 

addition, a recent survey of senior generation business owners shows that 25% of them 

have not completed any estate planning other than writing a will; however, 81% of these 

owners want their business to stay in the family ("Some facts on family-owned firms," 

1998). It is unlikely that many of these businesses will be able to remain in the family 



and prosper unless owners begin to rethink the importance of succession planning and 

begin developing some formal succession plans for implementation in their businesses. 

Founders of family businesses may also want to consider the fact that some of the 

worst leaders in history were chosen by birth, rather than merit (Augustine & Adelman, 

1999). Therefore, it may be important for business owners to develop standards for 

family members to work in the business or to take over leadership of the business 

(Groshong, 1998). Founders will need to put those standards in writing and stick by them 

in order to avoid some of the potential problems that can arise when family members also 

become employees and business partners. For example, J. W. Marriott, founder of the 

Marriott Corporation, is an example of a leader who set up stmctured criteria of things his 

son had do, experiences he had to obtain, and people he had to meet before he was given 

the reins of the family business. 

Dingle (1997) pointed out that one reason business owners may be slow to 

formulate succession plans is because so much of their net worth is tied up in the 

business, and turning the business over to someone else can be like putting your future 

and your retirement savings in someone else's hands. That would require from the 

founder a great deal of tmst and confidence that the new leadership would continue to 

make the business profitable and keep the founder's interests in mind. Dingle (1997) 

argued that, rather than letting the amount of personal wealth invested in a business be an 

excuse for not developing a succession plan, business owners should use it as their reason 

to develop a solid plan with a successor who will mn the business well. Dingle (1997) 

also suggested that it may be wise for the founder to transfer some of his or her wealth 



outside the business to help dampen their fear of business failure after succession. 

Kertesz and Atalaya (1999) believed that some business owners resist formulating 

succession plans because so much of their identity is tied up in their role as the owner and 

operator of the business they have created. In order to overcome this obstacle, they 

recommend that business owners begin engaging in alternative activities outside the firm 

several years before they hope to tum over daily business operations to someone else. 

Business advisors are beginning to push family business owners to think about 

succession planning (Korman, 1999). If something happens to a business owner and a 

succession plan is not in place, it can create the same type of chaos, turmoil, and fighting 

that often occurs when a family member dies without a will in place. Leadership may be 

placed in the wrong hands, unnecessary tax consequences may be incurred, crisis 

planning would be necessary during a time of emotional strain, and family members may 

fight over roles, money, and authority (Korman, 1999). Succession planning should not 

begin when a crisis occurs in the family, such as the death of the founder/owner. The 

plan should be in place long before any crisis forces a change that neither the family nor 

the business is prepared to handle. "Family traditions" (1998) indicated that succession 

planning should be completed and finalized as early as possible. If not, it becomes more 

difficult and complex with the passage of time, and this procrastination could force an 

unwise last minute decision. 

Many authors have written theoretical and opinion pieces about what they believe 

are the essential or key elements of a strong succession plan. They include issues such as 

financial, estate, and tax planning, focusing on continued leadership, planning ahead for 



capital needs, technology, changing customer demands and competition, considering 

several successors, delegating responsibility in increments, focusing on training and 

developing leadership, providing a corporate vision for the future, having family 

meetings, strategic planning, keeping legal and financial documents up to date, seeking 

third party expertise through consultants, and working to resolve conflicted family 

relationships (Augustine & Adelman, 1999; Borkowski, 1997; Cliffe, 1998; Hutcheson, 

2000; Korman, 1999; "Family traditions," 1998). 

Fewer research articles, however, have been written about the essential elements 

of successful succession. Morris, Williams, Allen, and Avila (1997) identified three keys 

to smooth business transitions. They include preparing and training heirs for leadership 

responsibilities, creating and maintaining strong, stable family relationships, and 

adequate prior planning on the part of current management in terms of legal, financial, 

and accounting issues. The research of Morris et al. (1997) revealed that strong and 

stable family relationships were most influential to the success of transitioning family 

businesses. Their research also indicated that some consultants believe that focusing on 

family relationships is more important to successful business transitions than estate and 

tax planning. Lachepelle's (1997) research showed that tmst among family members is 

one of the keys to smooth succession and continuity in family ownership. 

Succession planning is cmcial to the survival of any family business. Family 

businesses that have a plan in place should fare better than those that do not when it 

comes to transferring the business. However, business owners must keep in mind that 

succession plans are not static blueprints that can be drawn up in a short period of time 



and Stored in a file cabinet until it comes time to use them. Aronoff and Ward (1992) 

believed that family business succession is a cyclical process that should never be 

neglected for extended periods of time. New leaders must always be in the process of 

being trained and prepared for the potential responsibilities of mnning the family 

business. Aronoff and Ward (1992) pointed out that family business leaders who feel 

they were well-prepared for their roles as leaders tend to have had supportive families 

where they felt loved. Those leaders were given progressively increasing responsibilities 

within the business, rather than being forced to dive in without an adequate knowledge of 

how to swim. 

Leadership and Succession 

Aronoff and Ward (1992) talked about the importance of developing leadership 

skills in potential successors. Their goal was to help founders prepare successors who are 

not only ready to follow in their footsteps, but to revitalize the family business vision for 

the future. They pointed out that in most family businesses, the development of future 

leaders seems to be a low priority because nurturing new leadership is not something that 

comes naturally for most entrepreneurs. Even when entrepreneurs plan on passing their 

businesses on to their children, they do an inadequate job of preparing them for that 

responsibility. 

Preparation of would-be successors is one of the keys to a successful business 

transition from one generation to the next. However, Aronoff and Ward (1992) made no 

mention of the founder's reasons for not adequately preparing potential successors. We 



can assume that the founders possess the skills necessary to mn a successful business, 

because they have shown those skills in the building of their businesses. What is it, then, 

about the make-up of many family business owners that makes it so difficult for them to 

pass their knowledge, skills, and business acumen on to their designated successor, or to 

even choose a successor in the first place? 

One place to search for the answer to this question may lie in the founder's 

leadership style. Founders who embrace certain leadership styles may find that 

succession planning comes more easily to them than to others. If this is the case, 

founders could be trained in these styles of leadership that would enable them to become 

more comfortable with the thought of succession planning. 

Sorenson (2000) studied the relationship between leadership styles that family 

business owners' employ and how their leadership style had an impact on the success of 

both the business and the family. The leadership styles Sorenson (2000) used were based 

on Dyer's (1986) study of family business cultures. The five leadership styles were 

participative, autocratic, laissez-faire/mission, expert, and referent. Autocratic leaders 

retain all key information and decision-making authority, and they are very reluctant to 

share their power. Participative leaders are group oriented and their relationships are 

based in tmst. Status and power are not so important to them. Laissez-faire/mission 

leaders have high levels of tmst in their employees, authority is shared, decisions are 

made together, and goals are met as a team. Expert leaders gain their positions of 

leadership because of their expertise in a particular area or because they have a particular 
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skill. Referent leaders are charismatic leaders who have high regard for others and have a 

desire to please them. 

Sorenson (2000) found that participative leadership had a positive impact on both 

family and business outcomes as well as employee satisfaction and commitment. 

Referent leadership had a positive impact on family outcomes and employee satisfaction 

and laissez-faire/mission leadership had a positive impact on employee commitment. I 

hypothesize that a business owner's leadership style may also be related to her/his 

willingness to plan for succession. 

Conflict and Succession 

Family conflict is oftentimes an unfortunate part of family businesses, and given 

the fact that so many family-owned businesses will be transferring their leadership from 

one generation to the next in the upcoming years, the potential for families to feud will be 

great. Galagan (1985) believed that family-owned businesses have great potential for 

conflict because the family business is often the battleground where two powerful social 

systems collide. When business and family systems compete, this often determines the 

success or failure of that business. First-generation family businesses undoubtedly have 

their share of problems and fighting among family members, but the potential for conflict 

seems to be exacerbated when issues of succession planning arise. 

The sources of potential conflict between family members who are in business 

together are many and varied. Bentayou (1999) indicated that some of the biggest 

conflicts in family-mn businesses stem from deciding how future generations should 

11 



divide the financial, leadership, and legal aspects of the company. Decisions about who 

gets cash, who gets stock, who gets leadership, who gets power, and who gets left out are 

all issues that must be addressed. In addition to a family's inability to agree on how to 

divide resources and responsibilities, other conflicts may emerge during the succession 

process due to unresolved family differences, communication problems, differing 

expectations, confusion of roles, and an inability to shift roles (Freudenberger, 

Freedheim, & Kurtz, 1989). 

Business owners may avoid succession planning in the face of unresolved family 

conflict because they do not know who they want to lead the business they have built. 

They may also be reluctant to make decisions about a successor because they want to 

avoid creating a new source of conflict or perpetuating an old one. Bentayou (1999) 

urged family business owners to deal with the financial and emotional aspects of family 

business relationships early in an effort to avoid larger problems during the succession 

process. 

Dingle (1997) pointed out that one of the most difficult decisions a family 

business owner has to make is to whom the business should be transferred. This issue is 

made even more complex when the owner has more than one child, some or all of whom 

are looking for their place in the business. Owners are faced with the decision of whether 

to give the entire business to one child, or somehow split it up among several children. 

Sometimes these decisions are so difficult that business owners decide the best thing to 

do is simply sell the business to an outside party and then split the proceeds among 

family members. Relatedly, Cliffe (1998) believed that many business owners avoid 
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formulating a succession plan because they are faced with the conflict that exists between 

being a fair parent and a sound businessperson. As a parent, business owners may want 

to split the business equally among their children, but as a businessperson, they realize 

that could spell disaster for the business. The businessperson wants to give the business 

to the candidate who is the most capable and qualified. 

Who should serve as members of a company's board of directors is another 

potential source of conflict when it comes to succession planning (Aronoff & Astrachan, 

1999). Many family members may have a desire to be on the board even though they 

lack any real qualifications. Jockeying for position on the board of directors of a family-

owned business can lead to intense family conflicts. Aronoff and Astrachan (1999) 

recommended that family-mn companies develop clear policies concerning board 

membership and that those policies be made available early on. If everyone knows the 

criteria for inclusion on the board, many family conflicts may be avoided in this area. 

Sorenson (1999) indicated that conflict seems to be a prominent characteristic of 

all family businesses, yet it is an area that has received little research attention. His 

research sheds some light on the relationship between various conflict management styles 

that family-business owners use and their effect on business and family outcomes. 

Sorenson (1999) used the five conflict management styles (competition, collaboration, 

compromise, accommodation, and avoidance) that were first introduced by Thomas and 

Kilmann (1974) and developed into measures by Rahim (1983). These five styles are 

based on two basic concerns, concern for self and concern for others. A competitive 

style is represented by high concern for self and low concern for others. A collaborative 
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style is represented by high concern for self and others. A compromising style is 

represented by moderate concern for self and others. An accommodating style is 

represented by low concern for self and high concern for others. An avoiding style is 

represented by low concern for self and others. Sorenson (1999) found that 

collaboration, accommodation, and compromise produced better outcomes for both 

business and family than did competitive and avoidant strategies. It may be valuable to 

use these same conflict management strategies to look at the role they play in the 

likelihood that a business owner will have developed a succession plan. 

Family Business Conflict is Unique 

Dunn (1995) pointed out that family businesses are different than non-family 

businesses because, family businesses are concerned not only with business outcomes, 

but family outcomes as well. In general, non-family businesses tend to focus primarily 

on maximizing productivity and beneficial business outcomes, without as much 

consideration for their employee's family members. Sorenson (1999) outlined how the 

inclusion of family members in a business makes resolving conflict unique, and possibly 

even more difficult, in a variety of ways. First, Sorenson (1999) suggested that 

employing family members in a business adds complexity to conflict because family-

related issues may take priority over business concems. When family and business 

concerns become intertwined, sound decisions may not be made either in terms of the 

business or the family. Second, family norms for conflict resolution may be carried over 

into the business setting and families may deal with conflict in ways that would be 
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viewed as inappropriate in many business settings. Third, when family roles and power 

dynamics are translated into business settings, conflicts may emerge because business 

partners and colleagues may feel like they are being treated in inappropriate ways. 

Owners' Age and Generations of Business Operation 

In her study on women and men's ideal leadership style preferences within the 

workplace, Boatwright (1999) found that both genders preferred working with leaders 

who scored higher on the consideration subscale of the Leadership Behavior Description 

Questionnaire. Although the Leadership Behavior Description Questionnaire is different 

than the measures of leadership style used in this study, it could be assumed that a 

considerate style of leadership may fit more closely with a cooperative rather than an 

autocratic leadership style. The leaders' age, however, was not significant in predicting 

the preferred leadership style in Boatwright's (1999) study. 

In a study looking at the relationship between age and achievement in science, art, 

politics, and other fields, Lehman (1953) found that great leaders tended to exhibit signs 

of outstanding accomplishment at a relatively early age. However, "Register of 

corporations" (1967) reported that neariy three-fourths of American executives were over 

age 50. These findings indicate that although great leadership potential may be 

demonstrated at an early age, it may take many years before individuals with great 

leadership skills are given the opportunity to lead. Unfortunately, no information could 

be located on the relationship between age and specific leadership styles in these or other 

studies. 
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The existing literature on the relationship between age and conflict management 

styles is brief and conflicting. In her study on conflict management, job satisfaction, and 

intent to stay of professional nurses in Thailand, Kunavikitkul (1995) found that conflict 

management styles could be explained by age. Using the Thomas-Kilmann Conflict 

Management of Differences Exercise Instmment, Kunavikitkul (1995) found that older 

nurses tended to be less flexible in their conflict management styles than younger nurses. 

However, Berry (1995) and Klein, Kossek, Astrachan, and Fleming (1998) found little, or 

no, relationship between age and conflict management styles. 

With regard to the relationship between age and succession planning, it seems 

intuitive that the older a business owner becomes, the more likely he/she would be to plan 

for succession. It also seems intuitive that older business owners would perceive 

succession planning as being a more important activity than younger business owners. 

However, Falkner and Gray, Inc. (1995) advocated for business owners taking succession 

planning into consideration regardless of their age. 

No studies could be found that address the links between the number of 

generations a business has been in operation, the owners' conflict management and 

leadership styles, and their perceived importance of succession planning. 

Although there is littie information in the literature that addresses the possible 

relationships between the business owners' age, the number of generations the business 

has been in operation, conflict management and leadership styles, and succession 

planning, it was hypothesized that these demographic variables would be predictive of 

succession planning. The number of generations the business has been in operation, and 
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particularly the owners' age, were of interest in this study because they may have 

important implications in terms of clinical interventions. Also, given the fact that the 

literature on these topics was so scant, it was believed that they were worthy of 

examination and exploration in an effort to add to the existing literature. 

Succession and Systems Theory 

Systems theory is a valuable tool to use when looking at the stmcture and 

interpersonal dynamics of family-owned businesses. Systems theory seems to be the 

most common theoretical approach from which family-owned businesses have been 

explained. Beckhard and Dyer (1983) are two of the many scholars who have explained 

family firms in terms of systems. They conceptualize the family firm as a large system; 

that is comprised of sub-systems such as the business as an entity, the family as an entity, 

the founder as an entity, and the board of directors as an entity. Beckhard and Dyer 

(1983) worked with each of these subsystems of the family firm in an effort to realize 

change and/or growth in the firm. This is consistent with the systems notion that a 

change in any part of a system will affect every other part of that system, much like the 

ripples created by stones thrown into a still lake. 

Other scholars have used systems theory to explain different aspects of family 

businesses or to work with different systems within the family firm that they see as being 

important. McClendon and Kadis (1991) conceptualized the subsystems of family, 

business, owners, and managers within the family firm. In a discussion with Salvador 

Minuchin, Lansberg (1992) talked about the family firm subsystems of the business and 

17 



the family as well as the suprasystem of the social world in which the family business 

operates. Swogger, Johnson, and Post (1988) conceptualized family firms in terms of 

father, mother, and child subsystems. Carroll (1988) conceptualized the family, the 

business, and each individual involved in the family business as separate systems. Davis 

and Stem (1988) conceptualized the business and the family as separate systems and they 

describe a set of processes and mechanisms that define and regulate the interactions 

between them. 

Systems theory has also been used by some authors as a way of looking at 

succession planning (Lansberg, 1988; Handler & Kram, 1988). Although the issues are 

sometimes different with succession planning than they are with the day to day 

operations of the business, the systems of interest are usually the same. 

It is interesting that, although different scholars see family firms differentiy while 

looking through a systems lens, the two systems that they most often have in common are 

the business as a system and the family as a system. These two systems seem to be the 

most important systems to consider because many family stories are played out in 

business settings and businesses can create distortions within families in terms of roles, 

relationships, and power. Lansberg (1992) identified family councils as being an 

additional system that can be created and used in an effort to unify all other systems 

within the family firm and to clarify business and family issues. 

There is littie doubt that thinking of family businesses in terms of systems is a 

valuable way to interpret and understand them. I agree with Beckhard (1983) when he 

urged family business consultants to gain systems knowledge, systems skills, and a 
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systems point of view because family firms are complex systems. However, it is 

interesting that all of the systems explanations for how family businesses operate and 

interact are reductionistic in the sense that they break the whole (the family firm) down 

into its parts in an effort to understand the whole. By breaking the whole down into its 

parts in an effort to understand the whole, these scholars are violating one of the primary 

assumptions of systems theory, which is that the whole is greater than the sum of its 

parts. 

Reductionistic interpretations of systems theory may be the norm because, as 

Kepner (1983) pointed out, a view of the family firm as a total system has yet to be 

developed. Kepner (1983) also argued that this total systems perspective will be difficult 

to achieve as long as we simply continue to look at the parts. She believed that the 

strands of the family system are so tightly interwoven with those of the business system 

that they cannot realistically be picked apart without serious distortion (Kepner, 1983). 

Levinson (1983) seemed to share this belief because, in his mind, the family can never be 

free of the business, nor can the business ever be free of the family. 

Succession and Conflict Theory 

Although systems theory provides some valuable ways to conceptualize family 

businesses and the issues that arise within them, such as succession planning, conflict 

theory may provide even more insight into the issues that are at stake with succession. 

Conflict theory does not exclude systems thought, it simply provides an alternative way 

of looking at the conflicts that may occur within and between systems. I am particulariy 
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interested in looking at the relationships that may exist between a founder's conflict 

management and leadership styles and the degree to which he/she has planned for 

succession from a conflict theory point of view. 

Kari Marx and Georg Simmel are two of the eariiest conflict theorists, and they 

might be considered the fathers of contemporary conflict theory (Turner, 1974). They 

both believed that conflict is a pervasive and inevitable feature of social systems; 

however, they were not completely unified in their views of the role of conflict (Tumer, 

1974). 

Marx emphasized the divisive nature of conflict. He believed that the 

contradictions that are present in all social systems and relationships make conflict 

inevitable. He was concemed with the social stmctures that may cause conflict, and he 

sought to address the conditions under which violent conflict would be accelerated. 

Marx's assumption was that conflict most frequently occurs from people's realizations 

that resources are scarce, they are not distributed equally, and must be fought for if one is 

to get his or her fair share. He viewed power as one of the most coveted resources a 

person or group could possess. Marx saw conflict as the major source of change in social 

systems and he believed that intense conflict was an inevitable feature of these systems. 

Simmel, on the other hand, emphasized the integrative consequences of conflict. 

He did not believe that conflict necessarily lead to system breakdown or to social change. 

In fact, he believed that conflict was one of the primary processes operating to preserve 

the whole system. Simmel did not believe that conflict always needed to be intense. He 

argued that the clearer the conflicting parties goals were, the more likely it was that 
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conflict would serve as a means to an end. He thought conflict could motivate people to 

seek compromises in a effort to avoid the potentially high costs of conflict. 

A third conflict theorist is Ralf Dahrendorf According to Dahrendorf, social 

order is maintained by institutions that create imperatively coordinated associations 

(ICAs), or stmctured associations between roles (Turner, 1974). Dahrendorf explained 

that ICAs consist of two groups, the mling and the mled. Dahrendorf sees power as the 

main characteristic that organizes roles and he believes that power and authority maintain 

social order and are responsible for conflict and change (Tumer, 1974). Dahrendorf also 

believed that as groups within any ICA become aware of their personal interests they 

draw further apart in conflict over power and authority. 

There seems to be one situation where Marx, Simmel, and even Dahrendorf 

would agree that conflict is inevitable. Succession within a family business cannot take 

place without some degree of conflict. Davis (1983) also believed that the succession 

process is one of the most difficult challenges family businesses will face. He points out 

that "smooth succession" is an oxymoron, because conflict is always present. 

Of the five conflict management styles that Sorenson (1999) used in his research, 

there are two of them that may not lend themselves as well to succession planning. When 

viewed through the lens of conflict theory, the competitive conflict management style 

seems to fit most closely with Marx's views on conflict. Family business owners that 

employ this style know that they wield a significant amount of power and control in the 

lives of their offspring and, possibly, the lives of extended family members as long as 

they (the owners) remain in control of "resources." Knowing that in many ways they are 
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in a one-up position, and having a competitive nature may make these owners reluctant to 

even plan for succession, let alone actually step down from their power position. If they 

were to step down or even make movements in that direction, they realize that the 

potential for conflict would be great, not just between them and any would-be successors, 

but among the successors themselves. Competitive owners view the conflict inherent in 

succession as heated and potentially violent. A competitive style also seems to be 

representative of the ICAs spoken of by Dahrendorf. The power and authority of the 

owner is what keeps him or her in that role and helps to maintain the social order. In 

essence, the owner is the mler, and the potential successors are the mled. Therefore, 

owners who employ a competitive conflict management style are not as likely to plan for 

succession as owners who employ some other styles. 

Owners who employ an avoidant conflict management style are also not very 

likely to plan for succession. It can be assumed that avoidant owners realize that they 

have a certain amount of power and authority simply because of the position they hold 

and the resources they control. However, avoidant owners do not want to have to deal 

with the conflict inherent in succession planning. Rather than retiring as owner or 

planning for succession, these owners may continue working until their deaths in order to 

avoid the conflict of succession. When this happens, it then falls to the heirs of these 

owners to sort out the mess. Conflict will occur. It is just a question of when and who 

will have to deal with it. When succession planning is avoided by the owner of a 

business because he/she has an avoidant conflict management style, and the issues of 

succession are then dropped into the hands of heirs and potential successors, the 
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successors must themselves employ some of the other conflict management styles in an 

effort to resolve the issues. If the heirs employ a competitive style, they will all fight to 

get as much of the estate as they can, regardless of business or family outcomes. If they 

use a collaborative, compromising, or accommodating style they will be more willing to 

work together for the good of the business and the family. 

Collaboration, compromise, and accommodation are three styles of conflict 

management that seem to lend themselves more readily to succession planning than 

competition or avoidance. When collaborative and compromising conflict managers are 

viewed through the lens of conflict theory, they seem to fit most closely with Simmel's 

views on conflict. Like competitive or avoidant owners, collaborative and compromising 

owners realize that they have a great deal of power and control as the owners of a family 

business, but holding on to that power and authority is not a competition or something 

that they avoid. Since these owners are concemed not only for their own interests and the 

interests of their business, but for the interests of their heirs and current employees, they 

are more willing to take the time to work with their heirs and potential successors to 

formulate plans that will benefit all parties involved. They take this task on knowing that 

they will face problems and that conflicts will arise. Nevertheless, they see the process of 

working through the conflict inherent in succession planning as a means of preserving the 

whole system of the family business. The conflict that these owners face in planning for 

succession also motivates them to seek compromises in order to avoid potentially serious 

damage to either the family or the business. 
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Although accommodating owners are more likely to plan for succession than 

competitive or avoidant owners, their reasons for doing so may not be as beneficial to all 

parties involved as the reasons of collaborative or compromising owners. Unlike 

collaborative or compromising owners, accommodating owners are more concemed with 

others' well-being than with their own. Accommodating founders try to make everyone 

else happy by meeting everyone's needs, often at their own expense or the expense of the 

business. The businesses of these founders sometimes become the sacrificial lambs that 

they will use in an effort to keep peace in the family and avoid conflict. 

The leadership styles that Sorenson (2000) used in his study were autocratic, 

participative, laissez-faire/mission, expert, and referent. Of these five leadership styles, 

autocratic leaders/business owners are hypothesized to be the least likely to plan for 

succession. That is because autocratic leaders retain all key information and decision

making authority, and they are very reluctant to share their power. In terms of conflict 

theory, autocratic leaders seem to be happy with their power position. They realize that 

as long as they limit the sharing of their power, authority, and knowledge with others, 

they will be able to remain in control. This unequal distribution of power keeps conflict 

in check as long as they remain in the owner role. Autocratic leaders may view a 

potential successor's interest in the business as an effort to usurp his or her authority. 

When autocratic leaders do develop a succession plan and put a successor in place, they 

may find themselves attempting to control the successor by giving lots of advice and 

criticism, or by trying to solve problems for him or her. If the successor is ever to be 
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successful on his or her own, the owner must resist these urges, otherwise conflict will 

empt. 

Participative, laissez-faire/mission, expert, and referent leaders/business owners 

are more likely to plan for succession than autocratic leaders. Participative leaders are 

group-oriented, and their relationships are based in tmst. Status and power are not as 

important to them as to autocratic leaders. Laissez-faire/mission leaders also have high 

levels of tmst in their employees, authority is shared, decisions are made together, and 

goals are met as a team. Participative and laissez-faire/mission leaders are the most 

likely leaders to work with potential successors in developing a succession plan because 

they are not threatened by the fact that they will eventually have to share their power and 

authority with someone else if their business is to survive long-term. These leaders also 

realize that to the extent that they are able to develop and implement a good succession 

plan, they can help cut down on intrafamilial or sibling rivalries once they have left the 

company. These leaders know that conflict is part of succession, but they choose to deal 

with it the best they can, rather than leaving it for someone else to deal with. 

Expert leaders gain their positions of leadership because of their expertise in a 

particular area or because they have a particular skill set that others do not have, whereas 

referent leaders gain their positions because of their desirable personality attributes. 

Referent leaders are charismatic leaders who have high regard for others and have a 

desire to please. In the case of both expert and referent style leadership, individual 

motivation and achievement are paramount. Both of these types of leaders are interested 

in maximizing their own rewards. It is believed that this strong desire to maximize one's 
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own rewards would carryover into the retirement years. Therefore, in an effort to 

maximize their rewards after they have left the company, these two types of leaders are 

likely to plan well for succession. 

Based on the previous discussion, the purpose of this study is to provide some 

answers to the following research questions and to test the following hypotheses. 

Hypotheses one through four deal with proposed relationships between the constmcts of 

conflict management style, leadership style, and the perceived importance of succession 

planning. These hypotheses were firmly grounded in the literature and were used to test 

the primary relationships of interest in this study. Hypotheses five through fourteen are 

hypotheses dealing with proposed relationships between the demographic variables of the 

business owners' age and generations of business operation in relation to owners' conflict 

management styles, leadership styles, and their perceived importance of succession 

planning. These relationships are speculative because they lack a strong theoretical or 

research base. 

Research Question 1: What is the relationship between family business owners' 

conflict management and leadership styles and their perceptions of the importance of 

succession planning? 

Relationship Between Conflict Management Style and Perceived 
Importance of Succession Planning 

Hypothesis 1: The more flexible the business owner's conflict management style, 

the more importance he/she will place on succession planning. 

Hypothesis 2: The more controlling the business owner's conflict management 

style, the less importance he/she will place on succession planning. 
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Relationship Between Leadership Style and Perceived Importance 
of Succession Planning 

Hypothesis 3: The more cooperative the business owner's leadership style, the 

more importance he/she will place on succession planning. 

Hypothesis 4: The more autocratic the business owner's leadership style, the less 

importance he/she will place on succession planning. 

Research Ouestion 2: What is the relationship between business owners' age, conflict 

management and leadership styles, and their perceived importance of succession 

planning? 

Relationship Between Owners' Age and Conflict Management Style 

Hypothesis 5: The younger the business owner, the more likely he/she is to be 

flexible in his/her conflict management style. 

Hypothesis 6: The older the business owner, the more likely he/she is to be 

controlling in his/her conflict management style. 

Relationship Between Owners' Age and Leadership Style 

Hypothesis 7: The younger the business owner, the more likely he/she is to be 

cooperative in his/her leadership style. 

Hypothesis 8: The older the business owner, the more likely he/she is to be 

autocratic in his/her leadership style. 

Relationship Between Owners' Age and Perceived Importance of Succession 

Hypothesis 9: The older the business owner, the more importance he/she will 

place on succession planning. 
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Research Question 3: What is the relationship between the number of generations a 

business has been in operation, business owners' conflict management and leadership 

styles, and their perceived importance of succession planning? 

Relationship Between Generations the Business has Been in Operation 
and Owners' Conflict Management Style 

Hypothesis 10: Business owners are more likely to be flexible in their conflict 

management style the fewer generations the business has been in operation. 

Hypothesis 11: Business owners are more likely to be controlling in their conflict 

management style the more generations the business has been in operation. 

Relationship Between Generations the Business Has Been in Operation 
and Owners' Leadership Style 

Hypothesis 12: Business owners are more likely to be cooperative in their 

leadership style the fewer generations the business has been in operation. 

Hypothesis 13: Business owners are more likely to be autocratic in their 

leadership style the more generations the business has been in operation. 

Relationship Between Generations the Business Has Been in Operation 
and Owners' Perceived Importance of Succession 

Hypothesis 14: Owners of older businesses will place greater importance on 

succession planning than owners of younger businesses. 
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CHAPTER m 

METHOD 

This section presents and discusses information about the sample participants, 

measures, and procedures used in conducting this study. Demographic characteristics of 

survey respondents and their businesses are presented as well as the stmctural equation 

model that was used to answer the research questions and to test the hypotheses that were 

presented. This study is a secondary analysis based on data collected from the Survey of 

Family Business for the Center for Entrepreneurial and Family Business at Texas Tech 

University (Sorenson, 1999, 2000). 

Sample 

The data used in this study were collected by researchers at a large southwestem 

university from 1997-2000. Data were gathered in two ways. First, for class credit, 

students in a family business class were given the opportunity to have owners of family 

businesses complete questionnaires about their businesses. Seventy percent of those 

business owners contacted by the students agreed to complete the questionnaires. Most 

of those businesses were from Texas and New Mexico. Second, using the Intemet, 

Chambers of Commerce were identified from cities throughout the United States and 

businesses from those cities were randomly selected to participate in completing the 

family business questionnaire. Those businesses were then contacted by telephone. If 

theirs was a family business, they were asked to complete the survey. Of those family 
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businesses identified, only 20% actually returned a completed survey. Both methods of 

data collection resulted in a sample of 393 (182 student collected and 211 telephone 

surveys) family business owners. These business owners completed a 199-item survey 

(see Appendix A) concerning their family business attitudes, practices, and outcomes. 

The participant sample used in this study was narrowed from the original sample by 

including only those businesses where it was anticipated that someone in the family 

would ultimately take over the business from the current owner/CEO/president. This 

resulted in Â  = 212. This was done to ensure that only businesses where the owner 

planned to pass the business on to someone else were included, rather than those 

businesses where the owner's intention was to sell the business. Of the businesses 

remaining in the sample, seven were eliminated due to excessive missing data. Of the 

remaining surveys, there was a limited amount of missing data. There were seven cases 

of missing data for all of the items within the conflict management style constmcts and 

three cases of missing data for the items within the leadership style constmcts. AMOS' 

(the stmctural equation modeling software package used in this study) default procedure 

for filling in missing data using means and intercepts was implemented to account for 

these ten cases of missing data. Therefore, all variables in the measurement model had 

an A'' = 205. Exceptions were the demographic variables of owners' age (missing 21) and 

how many generations the business had been in operation (missing 5). Table 3.1 

summarizes the demographic characteristics of these businesses and their owners. 
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Measures 

Leadership Styles. The measures of leadership style used in this study were the 

same measures used by Sorenson (2000) in his research on the contribution of leadership 

style and practices to family and business success. Sorenson*s (2000) measures of 

leadership style were derived from the leadership characteristics that Dyer (1986) 

described, as well as the Michigan Organizational Assessment Questionnaire (Cammann, 

Fichman, Jenkins, & Klesh, 1983) and the Multifactor Leadership Questionnaire (Bass, 

1985). The Michigan Organizational Assessment Questionnaire (MOAQ) is a broad-

based attitude questionnaire. Nurick (1982) performed a comparison of the factor 

stmctures of the MOAQ across time and found a high degree of factor congmency and 

hence, stability of the measure. The Multifactor Leadership Questionnaire (MLQ) is one 

of the most widely used instmments to measure leader behaviors in the organizational 

sciences. The MLQ has been the primary tool used in research on Multifactor Leadership 

Theory. The MLQ has been examined in over 75 research studies, appearing in journals, 

book chapters, conference papers, and technical reports (Lowe, Kroeck, & 

Sivasubramaniam, 1996). The instmment has also been used to study leaders in a 

variety of organizational settings. The MLQ is made up of nine subscales that measure 

leadership on three dimensions: transformational, transactional, and non-leadership. 

Tejeda, Scandura, and Pillai (2001) report that the internal consistency estimates 

(coefficient alphas) from the complete MLQ subscales range from .71 to .91. They report 

that the high degree of intercorrelation among the transformational leadership subscales 

supports the convergent validity of those scales. In addition, Tejeda et al. (2001) report 
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that the transformational leadership scales are negatively associated to both the 

transactional and non-leadership subscales, providing some support for their discriminant 

validity. 

All of the items on Sorenson's (2000) survey that were used to assess for different 

leadership styles began with the statement, "Top level leadership in our organization..." 

Respondents were then provided with 28 statements describing leadership styles and a 

seven-point Likert scale ranging from 1 = "strongly disagree" to 7 = "strongly agree" to 

evaluate their views on each item. Sorenson (2000) factor analyzed participant responses 

using principal component analysis varimax rotation to identify what factors emerged. 

Five factors with eigenvalues greater than 1 emerged from the analysis. Scales were 

constmcted, consisting of two to five items each. Items were retained if they had factor 

scores of .50 or greater and a cross-loading on other factors of .40 or less. Using those 

criteria, 15 of the original 28 items were retained. 

The referent leadership scale was comprised of five items and had a reliability 

coefficient of alpha = .84. The participative leadership scale was comprised of four items 

and had a reliability coefficient of alpha = .82. The laissez-faire/mission leadership scale 

contained two items and had a reliability coefficient of alpha = .71. The expert 

leadership scale contained two items and had a reliability coefficient of alpha = .58. The 

autocratic leadership scale contained two items and had a reliability coefficient of alpha 

= .61. 

A preliminary analysis of correlations among the five leadership styles revealed 

that participative, laissez-faire/mission, referent, and expert styles were all correlated 
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with one another (r = .270 to .654, p < .01). Therefore, they were grouped into one 

constmct entitled "cooperative leadership." An autocratic style of leadership did not 

correlate with any of the cooperative styles and it was left as a single indicator. 

Conflict Management Styles. The measure of conflict management style used in 

this study was the same measure used by Sorenson (1999) in his research on conflict 

management strategies used in successful family businesses. Sorenson (1999) created his 

measure of conflict management styles by adapting Rahim's (1983) conflict management 

measure, which included fifteen items that measured five constmcts: competition, 

collaboration, compromise, accommodation, and avoidance. Respondents were asked to 

answer items addressing these five constmcts using a five-point Likert scale ranging from 

1 = "strongly disagree" to 5 = "strongly agree." Participant responses were factor 

analyzed using principal component analysis varimax rotation to identify what factors 

emerged. The analysis revealed an acceptable five-factor solution with all items loading 

at .67 or above. Scales were constmcted for the five constmcts, consisting of three items 

each. The following reliability coefficients were obtained: competition {alpha = .76), 

collaboration {alpha = .79), compromise {alpha = .77), accommodation {alpha = .75), 

and avoidance {alpha = .67). 

Rahim (1983) developed his Organizational Conflict Inventory to measure five 

styles of handling interpersonal conflict. Factor analyses of data he collected from a 

national sample of executives (N = 1,219) cleariy reflected the constmct validity of the 

five a priori dimensions of conflict styles. The test-retest (range .60 to .83, at /? < .001) 

and internal consistency (.72 to .77) reliability coefficients for the five conflict styles 
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were satisfactory and compared favorably with other existing instruments that measure 

conflict management styles (e.g., Blake-Mouton, Hall, Lawrence-Lorsch, and Thomas-

Kilmann instruments). Discriminant analysis also provided evidence of the empirical 

validity of the scales (Rahim, 1983). 

A preliminary analysis of correlations among the five conflict management styles 

revealed that collaborative, compromising, and accommodating styles were all inter-

correlated (r = .376 to .500, p < .01). The analysis also revealed that competitive and 

avoidant styles were inter-correlated {r = .334, p < .01). Therefore, the collaborative, 

compromising, and accommodating styles were grouped into a constmct entitled 

"flexible conflict management" and the competitive and avoidant styles were grouped 

into a constmct entitled "controlling conflict management." 

Importance of Succession Planning. The perceived importance of succession 

planning was measured by four item-level indicators that were measured on a seven-point 

Likert scale ranging from 1 = "minimally valued and used" to 7 = "extensively valued 

and used." The indicators dealt with succession planning (item 29), successor training 

(item 30), keeping the family together in the business (item 39), and formal planning for 

succession (item 46). 

Actually having a succession plan in place was the fifth indicator of the 

importance of succession planning constmct. Actual succession planning was measured 

by two categorical (yes/no) variables. These variables included having developed a 

formal plan for successor development (item 164) and having developed a formal plan 

for succession (item 165). However, since the survey items that addressed actually 
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having a succession plan in place were categorical, rather than continuous variables, a 

succession index was created to accommodate for that. This was done by assigning 

answers of "yes" a score of one and answers of "no" a score of zero. Participant 

responses on the combination of these two variables were then summed, resulting in 

scores of zero, one, or two. Scores of two indicated that these businesses actually had a 

succession plan in place. Scores of one indicated that these businesses were in the 

process of getting a succession plan in place, and scores of zero indicated that they did 

not have a succession plan in place. Unfortunately, no evidence of validity exists for the 

perceived importance of succession planning constmct. This constmct was developed 

from the available survey items that seemed to pertain to succession planning. 

Procedures 

A stmctural equation model (SEM) done in AMOS (Arbuckle, 1994-1999) was 

used in this study to test the relationships between the variables of interest. A SEM was 

used due to the fact that the substantively important variables had multiple indicators (see 

Figure 3.1). Figure 3.1 shows the original stmctural model with all of the hypothesized 

relationships between variables. The testing of the model provided the means by which 

the hypotheses were tested. 

The analytic strategy for testing a stmctural equation model follows a two-stage 

process (Farrell, 1994). The first stage is to test the overall fit of the measurement model 

(indicators and their latent constmcts only) using a confirmatory factor analysis (Farrell, 

1994). If the factor loadings are reasonably high (i.e., .40 or higher), the measurement 
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model is said to fit the data. This means that the assumptions made in the model about 

the way in which the measures (the indicator variables) correspond to the latent variables 

are acceptable. The stmctural paths (between the latent constmcts) represent the second 

stage of model testing. 

In SEM, each constmct is said to "cause" its indicators. It is also hoped that the 

indicators are inter-correlated within each constmct. The four constmcts present in this 

study are flexible conflict management style, controlling conflict management style, 

cooperative leadership style, and perceived importance of succession planning. The 

indicators associated with a flexible conflict management style are collaboration, 

compromise, accommodation. The indicators associated with a controlling conflict 

management style are competition and avoidance. The indicators associated with a 

cooperative leadership style are participative, laissez-faire/mission, referent, and expert. 

The indicators associated with the perceived importance of succession planning have to 

do with how valued succession planning, successor training, keeping the family together 

in the business, and formal planning are in the business, as well as actually having 

planned for succession. 

The demographic variables of owner's age and number of generations the 

business had been in operation were also a part of the SEM. In addition to simply 

looking at the possible effects of a business owner's conflict management and leadership 

styles on his/her perceived importance of succession planning, it was predicted that age 

of the owner and the number of generations the business had been in operation may also 

be influential. Therefore, the effects of owner's age and generations the business had 
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been in operation were tested on the owner's conflict management style, leadership style, 

and perceived importance of succession planning. 

The covariant relationships between leadership styles and conflict management 

styles were also tested for. These relationships were represented by bi-directional arrows 

in the SEM. A bi-directional arrow was used because it seemed unclear whether a 

business owner's leadership style would be influenced by his/her conflict management 

style or vice versa since any of these styles may begin to be influenced and developed 

from a young age. 

Some of the benefits of using SEM are that when relationships among factors are 

examined, the relationships are free of measurement error because the error has been 

estimated and removed, leaving only common variance (Ullman, 1996). A second 

benefit of SEM is that it is the only analysis that allows complete and simultaneous tests 

of all the relationships between variables (Ullman, 1996). A final benefit of SEM is that 

the hypotheses tested in the model are readily apparent because of the directional arrows 

that are drawn between the constmcts being tested. 
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Table 3.1. 

Data Regarding Owners' and Their Businesses 

Data Categories 
Gender 

Male 
Female 

Age 
Mean 
Median 
Mode 
Min./Max. 

Ethnicity 
Caucasian 
African-American 
Hispanic 
Asian 
Other 

Years in operation 
Mean 
Median 
Mode 
Min./Max. 

CEO Level of Formal Education 
High School 
Some College 
BA/BS 
Masters 
PhD/MD/DC 
JD/LLM 

Percent of Business Owned by Family 
Mean 
Median 
Mode 

Board of Directors 
Yes 
No 

Location 
Metro/Urban 
Suburban 
Rural 

N 

161 
38 

53 
51 
50 
23/84 

114 
3 
12 
4 
13 

25 
20 
25 
0/109 

25 
44 
77 
11 
4 
4 

98 
100 
100 

111 
94 

102 
54 
44 
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Table 3.1 

Continued 

Data Categories 
Business 

Publicly Traded 
Privately Held 
General Partnership 
Limited Partnership 
Sole Proprietorship 
Other 

Generations in Business 
1 
2 
3 or more 

Total Owners/Stockholders 
1 
2 
3 
4 
5 or more 

Industry 
Agriculture, Forestry, Fishing 
Mining 
Constmction 
Manufacmring 
Transportation, Communication, Electric, Gas, Sanitary 
Service 
Wholesale Trade 
Retail Trade 
Finance, Insurance, Real Estate 
Other Non-Govemmental Services 
Other 

Number of Employees 
1-5 
6-10 
11-20 
21-50 
51-75 
76 or more 

N 

1 
112 
10 
11 
57 
11 

61 
92 
47 

29 
71 
29 
23 
35 

15 
2 
28 
25 
8 
18 
53 
8 
4 
43 

82 
28 
32 
37 
4 
25 

Note. Two-hundred five businesses are represented here; in cases of missing data, the 
subcategory total is less than 205. 
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CHAPTER rV 

RESULTS 

Goodness-of-Fit 

Chi-square is used in SEM to measure the overall fit of the model to the data. The 

chi-square is an indicator of discrepancy between the raw correlations in the data and the 

correlations implied by the SEM. Ideally in a SEM, we want a non-significant chi-

square, but that only appears to occur with fairly small sample sizes, thus people have 

tumed to the chi-square to degree of freedom ratio, where anything below three is 

considered good (Bollen & Long, 1993). The overall chi-square in the present model was 

significant {x^ = 285.103 at p < .001); however, the chi-square to degree of freedom ratio 

was less than three (jĉ /df = 2.7). 

Since factors such as sample size and non-normality affect the chi-square, 

alternative goodness-of-fit measures are also commonly used to evaluate model fit. 

Goodness-of-fit indices such as the normed fit index (NFI), the Tucker-Lewis index (also 

known as the non-normed fit index or NNFI), and comparative fit index (CFI) usually 

range from 0 to 1, with values closer to one considered the best (Bollen & Long, 1993). 

In the present model, the NFI, NNFI, and CFI ranged from .973 to .983, suggesting that 

the overall fit of the model was very good. 
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Structural Model 

The measurement model showed that all the indicators of latent constmcts had 

strong factor loadings, although they were somewhat lower for the "avoidant conflict 

management" and "keeping the family together in the business" variables (see Table 4.1). 

The loadings ranged from .355 to .968, and all were statistically significant, h was 

known that the factor loadings for the latent constmcts would be strong because the 

correlations among factors were checked beforehand. 

Figure 4.1 shows the final model of stmctural relationships among the variables. 

The stmctural path coefficients reported here are standardized values, using maximum 

likelihood estimation (Â  = 205). In order to make the final model easier to read, only 

significant {p < .05, one-tailed) paths are shown. Other paths that were tested but found 

to be non-significant were kept in the model, but their numerical coefficients are not 

represented in the figure. Measurement models, residuals, and correlations have been 

removed from this diagram to make it easier to read. 

Conflict Management and Importance of Succession Hypotheses 

Only one of the two hypotheses regarding conflict management and succession 

planning wais supported. Hypothesis 1 stated that the more flexible the business owners' 

conflict management style, the more importance they would place on succession 

planning. Figure 4.1 indicates that leaders who employed a flexible conflict management 

style also placed more importance on succession planning (.298). Hypothesis 2 was not 

supported. 
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Leadership and Importance of Succession Hypotheses 

Of the two hypotheses regarding leadership and succession planning, one was 

supported and one turned out the opposite of what was hypothesized. Hypothesis 3 stated 

that the more cooperative the business owner's leadership style, the more importance 

he/she would place on succession planning. Figure 4.1 reveals that cooperative leaders 

were concemed with succession planning (.179). Hypothesis 4 stated that the more 

autocratic the business owner's leadership style, the less importance he/she would place 

on succession planning. However, the results showed that the more autocratic the 

leadership style, the more important they thought succession planning was (.149). 

Owners' Age Hypotheses 

Of the five hypotheses dealing with the demographic variable of the business 

owners' age, only one (Hypothesis 6) was supported. Hypothesis 6 posited that the older 

the business owner, the more likely that he/she would be controlling in his/her conflict 

management style. Figure 4.1 shows that as the business owner's age increased, so did 

the likelihood that he or she would be implementing a controlling conflict management 

style (.162). Hypotheses 5, 7, 8, and 9 were not supported. 

Generations of Business Operation Hypotheses 

Three of the five hypotheses (hypotheses 10, 12, and 14) dealing with the 

demographic variable of number of generations the business had been in operation were 
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supported. Hypothesis 10 stated that business owners would be more likely to he flexible 

in their conflict management style the fewer generations the business had been in 

operation. Figure 4.1 shows that owners of younger businesses were more flexible in 

their conflict management style (-.153). Hypothesis 12 stated that business owners would 

be more likely to be cooperative in their leadership style the fewer generations the 

business had been in operation. Figure 4.1 shows that owners of younger businesses 

were more cooperative in their leadership style (-.127). Hypothesis 14 stated that owners 

of older businesses would place a greater importance on succession planning than 

owners of younger businesses. Figure 4.1 shows that owners of older businesses did 

place greater importance on succession planning (.191). Hypotheses 11 and 13 were not 

supported. 

Concurrent Correlations 

Table 4.2 shows the concurrent correlations between study variables. In stmctural 

equation modeling, it is common to represent concurrent correlations among endogenous 

variables using the variables' residuals. Flexibility in conflict management style was 

correlated with cooperativeness in leadership style; and being controlling in one's 

conflict management style was correlated with the autocratic single indicator. These 

correlations were positive, indicating that the more flexible a business owner was in 

resolving conflicts, the more cooperative he/she was in his/her leadership style and the 

more controlling he/she was in his/her conflict management, the more autocratic his/her 

leadership style. 
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Table 4.1 

Ranges, Means, Standard Deviations, Skew, and Standardized Factor Loadings of 
Indicator Variables for Each Latent Constmct 

Indicator 

Flexibility Constmct 
Collaborative 
Compromising 
Accommodating 

Controlling Constmct 
Competitive 
Avoidant 

Cooperativeness Constmct 
Participative 
Referent 
Laissez-faire 
Expert 

Importance of Succession Constmct 
Succession Planning 
Successor Training 
Family Together in Business 
Formal Plan for Succession 
Succession Index 

Range 

3-15 
3-15 
3-15 

3-15 
3-15 

4-28 
5-35 
2-14 
2-14 

1-7 
1-7 
1-7 
1-7 
0-2 

ikf 

12.7 
11.1 
12.1 

8.7 
9.4 

22.0 
29.6 
11.0 
12.4 

4.3 
4.4 
5.3 
4.1 
.63 

SD 

1.94 
2.44 
2.01 

2.81 
2.78 

3.83 
4.04 
2.21 
1.80 

1.82 
1.76 
1.58 
2.06 

.90 

Skew 

.712 
-.618 
-.797 

.219 
-.030 

-.817 
-1.082 
-1.090 
-1.725 

-.166 
-.241 
-.883 
-.101 

.803 

Loading 

.785'' 

.540 

.644 

.942'' 

.355 

.616 

.968 

.680 

.619" 

.911" 

.867 

.445 

.779 

.483 

* All means are based on 205 cases. 
" Loading was constrained to 1.0 in unstandardized solution. 
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Table 4.2 

Concurrent Correlations Estimated in the Model 

Variables 

Flexibility Constmct (R)^ and Cooperativeness Constmct (R) .60 

Controlling Constmct (R) and Autocratic Single-Indicator (R) .47 

Note. Both correlations are significant atp < .001, two-tailed. 
^ R = Residual; part of variable unexplained by its predictors. 
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CHAPTER V 

DISCUSSION 

This study began by reporting the dismal statistics associated with the rates of 

family business failure in the United States. It was pointed out that although many 

possible explanations exist as to why family businesses have such a difficult time 

surviving from one generation to the next, succession planning has emerged as a key area 

of emphasis. It was proposed that relationship problems, such as family conflict and 

leadership issues, may hold some of the keys to better understanding succession 

difficulties and in helping consultants to better guide business owners through the 

succession planning process. The results of this study provide insights into the 

relationships that exist among family business owners' age, how long their businesses 

have been in operation, their conflict management and leadership styles, and the 

importance they place on succession planning. 

Conflict, Leadership, and the Importance of Succession Planning 

In the first research question, I stated that I was hoping to find out more about the 

relationship between family business owners' conflict management and leadership styles 

and their perceptions of the importance of succession planning. 

The results supported one of the two hypotheses regarding the relationship 

between conflict management styles and the owners' perceived importance of succession 

planning. Flexible owners did place greater importance upon succession planning, and 
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were more likely to plan for succession than controlling owners. This makes sense 

because, as was discussed in the literature (Rahim, 1983), owners who employ a flexible 

conflict management style are concerned not only for themselves, but for others around 

them, namely their successors and their employees who have helped them to build the 

business. The flexible conflict manager looks at sound succession planning as an 

opportunity to make the business successful for many years to come, even after leaving 

the role of owner, president and/or CEO. Such managers realize that many family and 

business conflicts can be avoided to the extent that they are able to plan well for 

succession and make their plans known to others. Of course, part of this succession 

planning process involves the business owner making an effort to acknowledge and/or 

resolve conflicts that he/she knows exist among family members, including 

himself/herself. In this fashion, the business owner is able to utilize conflict as a means 

of promoting the healthy change spoken of by Simmel, rather than as the destmctive 

force described by Marx (Tumer, 1974). 

It was hypothesized that the more controlling the business owner was in conflict 

management, the less importance he/she would place on succession planning. This 

hypothesis was not supported. A possible explanation for this is that while some 

controlling business owners may not think succession planning is that important because 

they are trying to avoid the issue or because they view potential successors as a 

competitive threat, other controlling business owners are planning for succession because 

they see it as their opportunity to influence or control the lives of potential successors 

once they are gone. 
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As was predicted with regard to leadership styles, the more cooperative the 

business owners' leadership style, the more importance they placed on succession 

planning. This reflects the data that cooperative leaders typically have high regard for 

others and are generally tmsting of their employees and family members. Because of 

their tmsting nature, cooperative leaders are not reluctant to talk about and plan for 

succession. These leaders realize that succession planning is an endeavor that is made 

easier, and may yield more fmitful results, through cooperation. 

One surprising result, that was the opposite of what had been hypothesized, was 

that the more autocratic the business owner's leadership style, the more importance they 

placed on succession planning. It was originally hypothesized that autocratic leaders 

would not be as likely to formulate succession plans as cooperative leaders because it was 

thought that autocratic leaders would view a potential successor's interest in their 

business as an effort to usurp their authority. It was also thought that autocratic leaders 

would not be that willing to plan for succession because they would prefer to retain all 

key information and decision-making authority and be very reluctant to share their 

power. It appears, however, that even though autocratic leaders may be reluctant to share 

their power, this does not prevent them from recognizing the importance of succession 

planning. Dyer (1986) described the autocrats in his study as "action-oriented" and 

"doers." Planning for succession may just be one of the many things that autocratic 

leaders see as needing to be done, and they do it. It may be that when autocratic leaders 

do decide they want to share their power and authority through succession planning, they 

want to share it in a way they have prescribed and outlined. The potential trouble with 
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autocratic versus cooperative succession planning, as mentioned previously, is that 

autocratic leaders may find themselves attempting to control their successors by giving 

lots of advice and/or criticism, or by trying to anticipate and solve business problems for 

the new successor. 

The Influence of Owners' Age 

In the second research question, I stated that I was hoping to find out more about 

the relationship between business owners' age, conflict management and leadership 

styles, and their perceived importance of succession planning. It is interesting that the 

only significant relationship associated with a family-business owner's age occurred 

between age and a controlling conflict management style. It may be that the older 

business owners become, the more set they become in their ways of operating the 

business and in dealing with problems that arise over time. They become comfortable 

with the way things are in the business, and they do things in habitual ways. This is an 

understandable phenomena given the fact that these business owners have had years of 

experience, and probably have learned the business practices that they believe work best 

for them and their businesses through trial and error. 

The fact that the predicted relationships between business owners' age, autocratic 

and cooperative leadership styles, and the perceived importance of succession planning 

were not significant seems to be an indication that a business owner's age is not the best 

predictor of his or her leadership style. Business owners of any age can employ either an 

autocratic or a cooperative leadership style. It also indicates that age is not a good 
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predictor of their perceived importance of succession planning. The fact that the 

hypothesis linking the owner's age with the perceived importance of succession planning 

was not supported may be evidence that many family-business owners are beginning to 

hear and heed the message presented by Faulkner & Gray, Inc. (1995) that the founders 

and owners of family-owned businesses should begin considering succession planning 

early, regardless of their age. 

Additional Findings on Age 

Business owners of any age can think succession planning is important, whether 

or not they actually plan for succession is another issue. Since actually planning for 

succession was measured by the succession index, part of the perceived importance of 

succession constmct, I decided to look at the direct correlation between business owners' 

age and the succession index. There was a significant positive correlation between a 

family-business owner's age and his/her actually having planned for succession (.180 atp 

< .05, two-tailed), indicating that older business owners have planned for succession 

more often than their younger counterparts. This also reflects the reality that older 

business owners must plan for succession if they hope to successfully pass their 

businesses on to the next generation. 

The Influence of Generations of Business Operation 

In the third research question, I stated that I was hoping to find out more about the 

relationship between the number of generations a business has been in operation. 
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business owners' conflict management and leadership styles, and their perceived 

importance of succession planning. The number of generations a business had been in 

operation was significanUy related to a flexible conflict management style, a cooperative 

leadership style, and the perceived importance of succession planning. Generations in 

business revealed negative relationships with both flexible conflict management and 

cooperative leadership; both relationships were predicted. These negative relationships 

indicate that older businesses are mn by owners who are both less flexible in their 

conflict management styles and less cooperative in their leadership styles. This may be 

accounted for, in part, by the owners of these businesses operating under the traditions of 

previous owners, who were less flexible in their conflict management styles and less 

cooperative in their leadership. 

The owners of businesses that have been in existence for multiple generations 

have a certain legacy to live up to. They may cling to the belief that if their predecessors 

were able to manage the business well, make it profitable, and pass it on to a new 

generation using particular styles of conflict management and leadership, there is no 

reason for them to change. In fact, they may believe that changing their styles of conflict 

management or leadership would result in negative consequences for themselves and the 

business. 

The phenomenon of older businesses being mn by owners who are both less 

flexible in their conflict management styles and less cooperative in their leadership styles 

may also be explained in terms of the business's Organizational Life Cycle, which 

suggests that successful businesses must pass through four life cycle stages as they grow 
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(Kimberiy & Miles, 1980). The first stage is the entrepreneurial stage, which is fairiy 

non-bureaucratic because the business is in its infancy and survival is the goal. The 

second stage is collectivity. This is a pre-bureaucratic stage where the business is in its 

youth and the goal is growth. Formalization is the third stage. The business is in midlife, 

its goal is intemal stability and market expansion, and it has become fairiy bureaucratic. 

The final stage is elaboration. In this stage the business is mature. The goal is to 

maintain die business's reputation and this maintenance stage is usually very bureaucratic 

(Daft, 1992). With the business becoming more formal and stmctured with each 

subsequent stage within the organizational life cycle, it stands to reason that the business 

owner's conflict management and leadership styles must also simultaneously become 

more formal. 

There was a positive relationship between generations in business and the owners' 

perceived importance of succession planning. This may reflect awareness of, and 

appreciation for, the importance of succession planning in businesses that have already 

survived into the second generation or beyond. These businesses know something of the 

stmggles and difficulties that are an inherent part of the process. Owners of businesses 

that have been in operation for more than one generation may also feel a greater sense of 

obligation to keep the business going and viable, not only for their own sakes, but for the 

sakes of their employees and family members who depend upon the business for their 

livelihood. 

The hypothesized relationships between the number of generations the business 

had been in operation and business owners' implementing a controlling conflict 
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management style or an autocratic leadership style were not supported. Although the 

owners of businesses that have been around for more than one generation were both less 

flexible in their conflict management and less cooperative in their leadership styles than 

other business owners, owners of multiple generation businesses do not necessarily lean 

towards the opposite extremes of being controlling and autocratic. The legacy of 

leadership and conflict management among owners of these multi-generation family 

businesses appears to be one of less flexibility and cooperation than first generation 

businesses, but not to the extent of stymieing their potential progress through extremes of 

autocratic and controlling management. 

Limitations 

One limitation of this study is that the Survey of Family Business was completed 

only by family business owners. Therefore, it provides a limited perspective of the 

business owners in terms of the ways they perceive themselves as leaders and conflict 

managers and in terms of the importance that they place on succession planning. These 

business owners may have tried to portray themselves in the most favorable manner 

possible so that their businesses and their business attitudes appeared socially desirable. 

Co-owners who did not complete a survey or other family members who are involved in 

the business would provide different views of the owners' leadership and conflict 

management styles and their perceived importance of succession than the owners who 

completed the surveys. Therefore, it may be valuable for future research to include the 

views of other family members involved in the business and to review family reports of 
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the history of successions. This could be accomplished by conducting a qualitative study 

where multiple generations of people involved in the business at various levels were 

interviewed and asked to talk about how their styles have changed over time, how they 

currendy see their businesses, and where they would like to see their businesses in the 

future. 

There are conflicting reports as to differences in perception of leadership qualities 

and behaviors between leaders and subordinates. There are studies that show little or no 

difference between leadership perceptions of leaders and their subordinates (Kipnis, 

Schmidt, Price, & Stitt, 1981; Maher, 1997; Lappas, 1997; Vandoren, 1998). Other 

studies suggest that there are marked differences in perception between many leaders and 

their subordinates. For example, in a study of 34 pairs of supervisors and subordinates, 

Webber (1980) found that the supervisors reported almost twice as much verbal 

interaction with their subordinates as the subordinates perceived had occurred. Webber 

(1980) also found that subordinates overestimated the extent to which they initiated 

interactions with their supervisors, compared to the supervisors' reports. Schriesheim 

and Kerr (1977) found that leaders' self-ratings related poorly to the ratings of their 

subordinates. 

Research on leaders' versus subordinates' perceptions of workplace attitudes and 

behaviors is somewhat divided; therefore, it would have been ideal if subordinates, other 

family members, or other family business employees, had been asked to report on the 

business owners' conflict management and leadership styles and how important the 

subordinate thought succession planning was to the owners. This would have allowed for 
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a second SEM to be constructed using data about the subordinates' perceptions of the 

business owner. The subordinates' model could then be compared to the owners' model, 

and this comparison would provide a more complete picture of the relationships between 

a business owner's conflict management and leadership styles and the importance he/she 

places on succession planning. Church and Waclawski (1998) believed that these types 

of comparisons impel leaders to experience a cognitive process of reflection that results 

in greater awareness of their actions and the consequences of those actions on others. 

Consulting and Succession Planning 

Family business consulting is a growing profession in the United States, and the 

consultants that are striving to help family businesses become and remain successful 

come from a variety of backgrounds (National Underwriter, 1998). Accountants, 

bankers, attorneys, and insurance providers are well known in the field and their expertise 

has proven invaluable to many family businesses. There is a relatively new breed of 

family business consultant that has emerged recentiy. These are consultants with an 

expertise in psychology, family studies, human development, counseling, therapy, and 

other related fields. Consultants in these fields are uniquely qualified to help family 

members who are in business together to work through difficult issues surrounding 

family relationships. Expertise in family relations is not the only skill set these 

consultants from the helping professions should possess. Galagan (1985) believed that 

the best family business consultants will have some degree of knowledge about business, 

law, and finance, in addition to their understanding of family dynamics. Another option 
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would be to create consulting teams compromised of professionals in these various areas, 

who would work together with family business owners to help them through the 

succession planning process. 

Kertesz and Atalaya (1999) have proposed a multi-disciplinary approach to 

consulting with family businesses where they focus on the psychological, 

administrative/accounting, technological/commercial, and legal aspects of family 

businesses. Although they recognize the individual importance of all four dimensions of 

their model, they see the psychological dimension as permeating all of the others (Kertesz 

& Atalaya, 1999). McClendon and Kadis (1991) emphasized the importance of the 

psychological dimension when they talk about consultants without an expertise in 

psychology or systems thinking beginning to recognize that many of the problems they 

had previously thought insoluble only seemed that way because they had not addressed 

the interpersonal issues that were behind them. 

Freudenberger, Freedheim, and Kurtz (1989) believed that consultants can 

provide therapeutic treatment to family business owners by helping them to clarify lines 

of communication, develop techniques for handling and resolving conflict, and working 

out succession strategies from a relationship perspective. 

Clinical Implications 

Two specific areas that therapist-consultants might address with family business 

owners are the role that their conflict management and leadership styles play in their 

willingness to consider and formulate succession plans. The results of this study indicate 
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that of those business owners who plan on passing their businesses on to someone else 

rather than selling them, the ones who placed the highest importance on succession 

planning and were the most likely to have planned for succession, were the owners who 

implemented more flexible conflict management and cooperative leadership styles than 

other owners. Although it was shown that autocratic leaders also plan for succession, the 

most likely combination for owners planning for succession was flexible conflict 

management and cooperative leadership. 

With the importance of flexible conflict management and cooperative leadership 

styles and how they relate to the succession planning process in mind, therapist-

consultants can prepare themselves to talk with family business owners about how to 

implement more flexible and cooperative styles into their management repertoires. 

Sorenson's studies (1999, 2000) have shown that the more flexible styles of conflict 

management and cooperative leadership were beneficial in terms of positive business and 

family outcomes. This study shows that these styles are beneficial in terms of succession 

planning as well. 
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SURVEY OF FAMILY BUSINESS 

CENTER FOR ENTREPRENEURIAL AND FAMILY BUSINESS 
COLLEGE OF BUSINESS ADMINISTRATION, TEXAS TECH UNIVERSITY 

BOX 42101, LUBBOCK, TEXAS 79409-2101, U.S.A. 
PHONE 806-742-2173/FAX 806-742-2308 

ASSESSING PRACTICES OF FAMILY BUSINESS 

This questionnaire assesses the practices of family businesses. From this and other surveys, a data bank will 
be established enabling owners of family businesses to compare their practices with other family businesses 
and to see the impact of business practices on business success and on families. The data provided will be 
most useful if responses are accurate. 

NOTE: All of your responses are strictly confidential; individual responses will not be seen by anyone 
within your organization, other companies, or other entities. The Center will strictly prohibit the access of 
this data by unauthorized individuals or organizations. If you have any questions, please call Dr. Ritch L. 
Sorenson at the Center at (806) 742-2173 or FAX (806) 742-2308. 

INSTRUCTIONS: For the questions below, FAM/LK refers to the relatives of the principle owners of the 
business including spouses. The term BUSINESS refers to your work unit. Your work unit or business 
could be a plant, an office, or another type of work institution. The term "Corporation" or "Company" 
denotes your entire business organization which may consist of more than one WORKSITE under common 
ownership or control. Please fill out this survey for your WORKSITE or_ BUSINESS UNIT and not for your 
entire company. We appreciate your participation! 

RESPONDENT 

TODAY'S DATE: 

Your Name Title. 

Company 

Products and/or Services 

Street Address City State. 

Zip Code Phone No e-mail 

Your role in your in the business. 

Your relationship to owner: 

Would you like to receive a copy of results showing how your business compares to others? Yes No 

Would you like to receive e-mail updates about successful practices in family businesses? Yes No _ 

Are you a member of the local Chamber of Commerce? Yes No 

Please send completed questionnaire within 14 days to: 

Dr. Ritch L. Sorenson 
Center for Entrepreneurial and Family Business 
College of Business Administration, Box 42101 

Texas Tech University, Lubbock, TX 79409-2101 
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This set of questions asks for information about your relationships inside and outside your business. Please 
indicate the extent to which you agree with each of the following statements by placing a check mark in the 
scale provided. In this questionnaire, Family Members refers to the relatives of the principle owners of the 
business which would include spouses. 
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[5] 

0 = Not at All, 1 - Very Little Extent, 2 = Some Extent, 3 = Moderate Extent, 4 = Great Extent, and 5 = 
Very Great Extent 

[I] To what extent does your business strive to 
maintain a long-term relationship with its Employees? 

[2] To what extent does your business strive to 
maintain a long-term relationship with its Customers? 

[3] To what extent does your business strive to maintain 
a long-term relationship with Owners/Stockholders? 

[4] To what extent does your business strive to maintain 
a long-term relationship with Family Members (of 
principle owners)? 

[5] To what extent does your business actively solicit 
input of Employees? 

[6] To what extent does your business adapt to the 
concerns and desires of Employees? 

[7] To what extent does your business actively solicit 
input of Customers? 

[8] To what extent does your business adapt to the 
concerns and desires of Customers? 

[9] To what extent does your business actively solicit 
input of Owners/Stockholders? 

[10] To what extent does your business adapt to the 
concems and desires of Owners/Stockholders? 

[II] To what extent does your business actively solicit 
input of Family (of principle owner)? 

[12] To what extent does your business adapt to the 
concerns of Family (of principle owner)? 
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INSTRUCTIONS: The following statements (13-64) describe types of Operating Philosophies and Beliefs 
which may or may not exist in your Business. Please indicate the extent to which each philosophy or belief 
is Valued by Your Business and used in daily operation by checking the appropriate answer provided. 

Minimally Moderately Extensively 
Valued & Used Valued & Used Valued & Used 

[13] Control, Centralization [1] [2] [3] [4] [5] [6] [7] 

[14] Flexibility, Decentrahzation [1] [2] [3] [4] [5] [6] [7] 

[15] Empowerment of Employees to Act [1] [2] [3] [4] [5] [6] [7] 

[16] Task Focus, Accomplishment, Goal Achievement [1] [2] [3] [4] [5] [6] [7] 

[17] Efficiency, Productivity, Profitability [1] [2] [3] [4] [5] [6] [7] 

[18] Predictable Performance Outcomes [1] [2] [3] [4] [5] [6] [7] 

[19] Participation, Open Discussion [1] [2] [3] [4] [5] [6] [7] 

[20] Outcome Excellence, Quality [1] [2] [3] [4] [5] [6] [7] 

[21] Innovation and Change [1] [2] [3] [4] [5] [6] [7] 

[22] Assessing Employee Concerns and Ideas [1] [2] [3] [4] [5] [6] [7] 

[23] Human Relations, Teamwork, Cohesion [1] [2] [3] [4] [5] [6] [7] 

[24] Routinization, Formalization, Structure [1] [2] [3] [4] [5] [6] [7] 

[25] Direction, Objective Setting, Goal Clarity [1] [2] [3] [4] [5] [6] [7] 

[26] Formal MissionA^ision Statement [1] [2] [3] [4] [5] [6] [7] 

[27] Formal Stategic Planning [1] [2] [3] [4] [5] [6] [7] 

[28] Regular, Formal Planned Change [1] [2] [3] [4] [5] [6] [7] 

[29] Succession Planning [1] [2] [3] [4] [5] [6] [7] 

[30] Successor Training [1] [2] [3] [4] [5] [6] [7] 

[31] Separating Family and Business Decisions [1] [2] [3] [4] [5] [6] [7] 

[32] Formal Appraisal of Family Members [1] [2] [3] [4] [5] [6] [7] 

[33] Separating Family Roles from Business Roles [1] [2] [3] [4] [5] [6] [7] 

[34] Consulting with Outside Professionals [1] [2] [3] [4] [5] [6] [7] 
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Minimally Moderately Extensively 
Valued & Used Valued & Used Valued & Used 

[35] Affiliation with Professional Organizations [1] [2] [3] [4] [5] [6] [7] 

[36] Formal Code of Ethics [1] [2] [3] [4] [5] [6] [7] 

[37] Community Involvement [1] [2] [3] [4] [5] [6] [7] 

[38] Family Control of Management [1] [2] [3] [4] [5] [6] [7] 

[39] Keeping the Family Together in the Business [1] [2] [3] [4] [5] [6] [7] 

[40] Regular Family Retreats [1] [2] [3] [4] [5] [6] [7] 

[41] Social Standing in the Community [1] [2] [3] [4] [5] [6] [7] 

[42] Family Member Growth and Development [1] [2] [3] [4] [5] [6] [7] 

[43] Family Working Together [1] [2] [3] [4] [5] [6] [7] 

[44] Professional Management Practices [1] [2] [3] [4] [5] [6] [7] 

[45] Your Family's Cultural/Ethnic Background [1] [2] [3] [4] [5] [6] [7] 

[46] Formal Plan for Succession in Business [1] [2] [3] [4] [5] [6] [7] 

[47] College/Professional Education for Children [1] [2] [3] [4] [5] [6] [7] 

[48] Keeping Business Decisions in the Family [1] [2] [3] [4] [5] [6] [7] 

[49] A Strong Network of Support Among Extended 
Family or Kin [1] [2] [3] [4] [5] [6] [7] 

[50] Regular Formal Family Meetings [1] [2] [3] [4] [5] [6] [7] 

[51] Family Control of the Business [1] [2] [3] [4] [5] [6] [7] 

[52] A Professional Business [1] [2] [3] [4] [5] [6] [7] 

[53] Willingness to Take Risks [1] [2] [3] [4] [5] [6] [7] 

[54] Family is Highest Priority, Business is Second [1] [2] [3] [4] [5] [6] [7] 

[55] Encouraging Family Members to Join the 

Family Business [1] [2] [3] [4] [5] [6] [7] 

[56] Family as Model of Ethical Behavior [1] [2] [3] [4] [5] [6] [7] 

[57] Children Learning to Take Care of Themselves [1] [2] [3] [4] [5] [6] [7] 
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Minimally Moderately Extensively 
Valued & Used Valued & Used Valued & Used 

[58] Hiring External Pressionals When Needed [1] [2] [3] [4] [5] [6] [7] 

[59] Relying on Relatives or Kin for Resources, 

Expertise, Contacts, or Influence [1] [2] [3] [4] [5] [6] [7] 

[60] Family Comes Before Business [1] [2] [3] [4] [5] [6] [7] 

[61] Preserving Cultural/Ethnic Identity [1] [2] [3] [4] [5] [6] [7] 

[62] Children Developing Their Own Career/Business. ...[1] [2] [3] [4] [5] [6] [7] 

[63] Willingness to Try New Things [1] [2] [3] [4] [5] [6] [7] 

[64] Maximizing Growth and Profitability [1] [2] [3] [4] [5] [6] [7] 
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INSTRUCTIONS: Below, you will find listed practices some organizations have adopted to improve 
productivity. Please indicate whether your business has adopted the following practices by indicating the 
percent of employees using the practices. Do this for items 65 - 79. If you do not use the practice, mark 
"NA" meaning that you do not use the practice in your business. 

Percent of Employees Included in Practice: NA = Does Not Apply, 1 = None, 2 = Almost None (1-20%), 
3 = Some (21-40%), 4 = About Half (41-60%), 5 = Most (61-80%), 6 = Almost All (81-99%), 7 = All 
(100%). 

[65] Job Rotation/Cross Training (employees trained in variety of jobs and shifted periodically among 
jobs) 

NA 1 2 3 4 5 6 7 

[66] Formalized Employee Task Forces (groups of employees formally organized to solve problems, 
coordinate, or plan) 

NA 1 2 3 4 5 6 7 

[67] Autonomous Teams (employees organized into self-managed teams) 

NA 1 2 3 4 5 6 7 

[68] Hierarchical Organization Structure Changes (change in structure of organization to reduce levels of 
management, to organize into Strategic Business Units or to focus production) 

NA 1 2 3 4 5 6 7 

[69] Multi-Skill Training/Re-Training Systems (systematic training and retraining in multiple task-related 
skills, communication skills, etc.) 

NA 1 2 3 4 5 6 7 

[70] Management Development/Education (total work force trained in knowledge and skills relevant to 
management) 

NA 1 2 3 4 5 6 7 

[71] Team Building/Group Process Training (training individuals to function effectively in a team) 

NA 1 2 3 4 5 6 7 

[72] "Open" Information Systems (employees have free and easy access to information needed to perform 
jobs) 

NA 1 2 3 4 5 6 7 
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Percent of Employees Included in Practice: NA = Does Not Apply, 1 = None, 2 = Almost None (1-20%), 
3 = Some (21-40%), 4 = About Half (41-60%), 5 = Most (61-80%), 6 = Almost All (81-99%), 7 = All 
(100%). 

[73] Computerized Information Systems/ Decision Support Systems (computerized data that is organized 
and distributed to employees; employees use computer software to solve problems and guide 
decisions) 

NA 1 2 3 4 5 6 ' 

[74] "Formalized" Focus on Owners/Stockholders (in formal meetings, through surveys, in mailings, or 
interviews, engage in a consistent effort to inform, to understand perspectives of, and to satisfy 
concerns of Owners/Stockholders) 

NA 1 2 3 4 5 6 ' 

[75] "Formalized" Focus on External Customer (formal, organized effort to understand and meet desires 
of customers) 

NA 1 2 3 4 5 6 ' 

[76] "Formalized" Focus on Employees (formal, organized, and consistent effort to address concerns of 
employees and to develop their capabilities and value to the business) 

NA 1 2 3 4 5 6 

[77] "Formalized" Focus on Family (consistent contact with family in formal meetings or at retreats to 
discuss the business, assess concerns, or to make plans for the business). 

NA 1 2 3 4 5 6 

[78] Line Employees Inspection of "Work In-Process" (employees are provided training, assessment 
tools, and necessary measurement mechanisms, and inspect quality of own work) 

NA 1 2 3 4 5 6 

[79] Vendor/Supplier Delivery of Raw Materials "Just-In-Time" (schedule materials to arrive at a work 
station or facility "just in time" to be used) 

NA 1 2 3 4 5 6 
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INSTRUCTIONS: The following questions (80 - 85) ask about your perceptions of conflict in your 
business. Please indicate the extent to which each of the following statements describes conflict in your 
business. 

1 = None, 2 = Little, 3 = Some, 4 = Many/Much, 5 = A Great Deal 

[80] How much discussion is there over different ideas 
in your business? [1] [2] [3] [4] [5] 

[81] How much tension is there in your business during 
disagreements? [1] [2] [3] [4] [5] 

[82] How much anger is expressed among members of 
your business during disagreements? [1] [2] [3] [4] [5] 

[83] How much personal friction is there between 
members of your organization during 
disagreements? [1] [2] [3] [4] [5] 

[84] How successful are members in this organization 
in eliminating conflict? [1] [2] [3] [4] [5] 

[85] How many different solutions do members of your 
organization consider when making decisions? [1] [2] [3] [4] [5] 

Remember, responses are held strictly conHdential. 
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INSTRUCTIONS: The following questions (86 - 94) ask about Business's Organizational Learning. Please 
indicate the extent to which each of the following statements is characteristic of your Business. 

0 = Not at All, 1 - Very Little Extent, 2 = Some Extent, 3 = Moderate Extent, 4 = Great Extent, 5 = Very 
Great Extent 

[86] We are good at scanning the external environment 
for opportunities and potential problems. 

[87] We are good at scanning the internal workings and 
processes of this organization for areas which may 
be improved upon 

[88] We try to uncover and communicate all relevant 
facts, not just those that are politically acceptable 

[89] We are good at deciding on plans of action to 
redress performance shortfalls 

[90] We try to insure that all employees have access to 
more information than the minimum required to 
perform their job 

[91] We encourage diversity in people and ideas 
within our organization 

[92] We have trouble implementing new procedures 

[93] New procedures come and go without making 
much of a difference in the organization 

[94] We have had trouble insuring that our actions 
are consistent with organizational goals 

2 

2 

3 

3 

4 

4 

5 

5 
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INSTRUCTIONS: The following questions (95 - 113) ask about the Business's Approach to leadership. 
Keep in mind there is no one correct style of leadership. Please indicate the extent to which each of the 
following statements is characteristic of the leadership in your business. 

Strongly Neither Agree Strongly 
Disagree Nor Disagree Disagree 

Top level leadership in our organization.... 

95] retains the authority to make almost all decisions [1] [2] [3] [4] [5] [6] [7] 

96] encourages subordinates to participate in 

important decisions [1] [2] [3] [4] [5] [6] [7] 

97] is always fair with subordinates [1] [2] [3] [4] [5] [6] [7] 

98] keeps informed about the way subordinates 
think and feel about things [1] [2] [3] [4] [5] [6] [7] 

99] inspires loyalty [1] [2] [3] [4] [5] [6] [7] 

loo: 

101 

102 

103 

104 

105 

106 

107 

108 

109 

no: 

i l l 

112: 

113 

encourages employees to speak up 

when they disagree with a decision [1] [2] [3] [4] [5] [6] [7] 

helps subordinates with personal problems [1] [2] [3] [4] [5] [6] [7] 

is very knowledgeable in this profession [1] [2] [3] [4] [5] [6] [7] 

shows great insight about doing its job [1] [2] [3] [4] [5] [6] [7] 

maintains clear control over the business [1] [2] [3] [4] [5] [6] [7] 

leaves employees alone to work [1] [2] [3] [4] [5] [6] [7] 

transmits a sense of mission to employees [1] [2] [3] [4] [5] [6] [7] 

sometimes strongly persuades/manipulates employees....[l] [2] [3] [4] [5] [6] [7] 

is a model for employees to follow [1] [2] [3] [4] [5] [6] [7] 

is very dominating [1] [2] [3] [4] [5] [6] [7] 

is expert in its profession , [1] [2] [3] [4] [5] [6] [7] 

makes employees proud to be associated with him/her. ..[1] [2] [3] [4] [5] [6] [7] 

provides goals and gives employees freedom to 
achieve them [1] [2] [3] [4] [5] [6] [7] 

is very directive [1] [2] [3] [4] [5] [6] [7] 
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INSTRUCTIONS: The following questions ask about your perceptions of conflict and how conflict is 
handled in your business. Please indicate the extent to which each of the following statements is 
characteristic of conflict in your business. 

Strongly Neither Agree Strongly 
Disagree Nor Disagree Disagree 

[114] Generally, we attempt to satisfy one 
another's requests [1] [2] [3] [4] [5] 

[115] We attempt to avoid being "'put on the spot" 
and try to keep conflicts to ourselves 

[116] We usually avoid open discussion of differences 

[117] We try to find a middle course to resolve 
an impasse 

[118] We use our influence to get our ideas accepted 

[119] We use our authority to make a decision 
in our favor 

[120] We usually accommodate each other 

[121] We exchange accurate information to solve the 
problem together 

[122] We usually propose a middle ground for breaking 
deadlocks 

[123] We use "give and take" so that a compromise 
can be made 

[124] We try to bring all our concerns out in the 
open so that the issues can be resolved in 
the best possible way 

[125] We try to satisfy the expectations of one another 

[126] We sometimes compete to get our way 

[127] We try to keep disagreements to ourselves in 
order to avoid hard feelings 

[128] We try to work with one another for a proper 
understanding of the problem 

Remember, responses are held strictly confidential. 
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INSTRUCTIONS: The following questions ask about your perceptions of Outcomes that come from Your 
Family Business. Please indicate the extent to which you agree with each of the following statements. 

[1] 

[1] 

[2] 

[2] 

[3] 

[3] 

[4] 

[4] 

[5] 

[5] 

[6] 

[6] 

[7] 

[7] 

Strongly Neither Agree Strongly 
Disagree Nor Disagree Disagree 

This business provides: 

[129] Name Recognition and 
Respect in Community 

[130] Family Interest in the Business 

[131] Personal Challenge, Satisfaction, 
and Rewards [1] [2] [3] [4] [5] [6] [7] 

[132] Family Cohesiveness, Supportiveness, 
and Loyalty 

[133] Quality of Work Life 

[134] Loyal Customers 

[135] Development of Children's Abilities 

[136] Means for Developing Other 
Businesses 

[137] Tight-Knit Family 

[138] Security for Family 

[139] Goodwill in Business Conmiunity 

[140] Family Independence 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 
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INSTRUCTIONS: The following questions ask about your perceptions of how the average employee feels 
about working in the Business. Please indicate the extent to which you agree with each of the following 
statements. 

Strongly 
Disagree 

Neither Agree 
Nor Disagree 

In general, employees in this business.... 

[141] are satisfied with their j obs 

[142] are satisfied with their role in the business 

[143] feel like they are really a part of this 
business 

[144] like working here 

[145] live, eat, and breathe their jobs 

[146] think that the most important things that 
happen to them involve their jobs 

[ 147] are very committed to their jobs 

Strongly 
Disagree 

[1] [2] 

[1] [2] 

[1] [2] 

[1] [2] 

[1] [2] 

[1] [2] 

[1] [2] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 
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DEMOGRAPHICS 
INSTRUCTIONS: The following questions request demographic information about your business. 

[148] How much formal education does the CEO of your company have? 

[1] High School 
[2] Some College 
[3] Co l l eges . A. or B . S . 
[4] Masters Degree 
[5] Ph.D., M.D., D.C. 
[6] J.D. or L.L.M. 

[149] If your CEO attended college, what was his/her major? 

[150] What ethnic group would you say your family belongs to? 

[151] What percentage of your customers comes from the ethnic group identified in the previous 
question? % 

[152] How many years has your family (including ancestors) lived in the United States (approximate 
number of years)? 

[153] This company is/has: (Choose one.) 

[ 1 ] Stock that is Publicly Traded 
[2] Privately Held 
[3] A General Partnership 
[4] A Limited Partnership 
[5] A Sole Proprietorship 
[6] Other 

[154] What percent of the business is owned by the family? % 

[155] How many family members have stock or ownership in the company (number of family 
members)? 

[156] Does your business have a board of directors? 

YES NO ( I fyes . . . ) 

[157] How many individuals sit on your board of directors? 

[158] How many members of the board are family members? 

[159] How many members are professionals from outside the business? 

[ 160] How would you characterize the board of directors? 

A. Advisory 

B. Directive 
C. Both Advisory and Directive 
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[161] How many years has the business been in operation? 

[162] How many generations in this business have worked in the business? 

[163] Do you anticipate that someone in the family will ultimately take over the business from the 

current owner/CEO/President? 

YES NO 

[164] Have you developed a formal plan for developing a successor in your business? 

YES NO 

[165] Have you developed a formal plan for succession in your business? 

YES NO 

[ 166] Do you consider your business to be a Family Business? 

YES NO 

[167] How many people are currently employed full time by vour company in the countryl 

[168] How many people are currently employed full time by vour company outside the countryl _ 

[169] How many employees left your business in the past year? 

[170] Please select ONE of the following Industrial Classification groupings which best describes 
your WORKSITE. 

[1 
[2 
[3 
[4 
[5 
[6: 
[7 
[8 
[9 

Agriculture, Forestry, Fishing 
Mining 
Construction 
Manufacturing 
Transportation, Communication, Electric, Gas, or Sanitary Services 
Wholesale Trade 
Retail Trade 
Finance, Insurance, or Real Estate 
Other Non-Governmental Services 

[10] Other (please fill in) 

[171] This business is engaged primarily in which facet of industry? If more than one please put the 
percentage by each. Please respond with the appropriate percentages. 

% 
% 

[1] 
[3] 
[5] 

Manufacturing 
Wholesale Sales 
Government 

% 
% 
% 

[2] 
[4] 
[6] 

Service 
Distribution 
Other 
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[172] Where is this business located? (Choose one.) 

[1] Metropolitan/Urban Area 
[2] Suburban Area 
[3] Rural Area 

This set of questions asks for information about your performance in the industry in which vour business 
operates and your approach to financial management. 

[173] To the best of your knowledge, what has been the growth or decline of the industry in which your 
business operated in the last three years? 

[1] Decline More Than 10% 
[2] Decline 5-10% 
[3] Stable 
[4] Growth 5-10% 
[5] Growth More than 10% 
[6] Not Applicable/Don't Know 

[174] Compared to the maior competitor in your industry in the last three years, how has your business 
performed financially? 

[1] Much Worse 
[2] Worse 
[3] Same 
[4] Better 
[5] Much Better 

[175] Has your business earned profits in the last 5 years? (Choose one) 

[1] Not in the last 5 years 
[2] Some of the last 5 years 
[3] Most of the last 5 years 
[4] All of the last 5 years 

[176] If on average your business earned profits the last 5 years, how would you characterize the profits? 
(Choose one) 

[1] Declined somewhat 
[2] Stayed about the same 
[3] Increased somewhat 
[4] Increased significantly 

[177] How would you characterize the growth of your business over the last 5 years? (Choose one) 

[1] Size of business (employees) has decreased 
[2] Size of business (employees) has stayed about the same 
[3] Size of business (employees) has increased somewhat 
[4] Size of business (employees) has increased significantly 
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[178] How would you characterize your market share over the last 5 years? (Choose one) 

[1] Market share has decreased 
[2] Market share has stayed the same 
[3] Market share has increased somewhat 
[4] Market share has increased significantly 

[179] Over the past 5 years, by how much did your sales increase? 

0-10% 10-25% 25-50% 50-75% 75-100% over 100% 

[180] Does your firm regularly produce financial statements for management information purposes? 

YES NO (Ifyes,. ..) 

[181] Which of the following statements does management use on a regular basis? 

. Balance Sheet 

. Income Statement 
Statement of Cash Flows or Funds Flow Statement 

[182] How often are the financial statements produced and analyzed? 

Monthly Quarterly Semi-annually Annually 

[183] Does management conduct regular financial ratio analyses of the firm? 

YES NO (If yes, . . . ) 

[184] How often is the analysis conducted? 

weekly monthly quarterly. . semi-annually annually 

[ 185] Does your firm have a formal financial planning process? 

YES NO (Ifyes,.. .) 

[186] Which of the following planning tools does the firm use? (check all that apply) 

. cash budget 

. capital budget 

. pro forma income statement 

. pro forma balance sheet 

. operations budget 

. other, please specify: 
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[187] Do you know what your firm's cost of capital is? 

YES NO (If yes, . . . ) 

[ 188] What is the cost of capital? 

0-5% 5-10% 10-15% 15-20% 20-25% 25-30% over 30% 

[189] Using approximate percentages (total 100%), please indicate the extent you use each of the 
following sources of short-term financing in your firm. 

trade credit 
bank revolving line of credit 
other short term loans fi^om banks 
factoring/pledging of accounts receivable 
financing with inventory collateral 
other sources. Please specify 

[190] Using approximate percentages (total of 100%), please indicate the extent you use each of the 
following sources of long-term financing in your firm. 

medium term bank debt ( between 1 to 5 years maturity) 
long term bank debt (maturity over 5 years) 
loans form finance companies (non-banking institutions) 
loans from stock owners 
loans from individuals other than stock owners 
lease financing 
loans firom businesses with whom your firm has business dealings 
loans from venture capital firms 
loans from Small Business Administration and other government agencies 
common equity owned by family members 
common equity owned by non-family individuals 
common equity owned by venture capital firms 
common equity held by others not specified above 
credit cards 
other sources. Please specify 

[191] Which of the following measures do you employ in evaluating capital expenditures or major 
investments? (check all that apply) 

net present value 
internal rate of return 
return on investment 
pay back period 
other quantitative measures of profitability. Please specify 
non-quantitative measures of evaluation. Please specify 
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[192] Rate the following sources of financing with respect to how difficult each is to obtain. 

Short term bank loan (one year or less) 

Medium term bank loan (1-5 years) 

Long term bank loan (more than 5 years) 

Loans from owners of stock in firm 

Loans from individuals other than owners 

Loans from finance companies (non-banks) 

Lease financing 

Loans from businesses with whom your 
business has dealings 

Not 
Difficult 

.Very 
Difficult 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[1] [2] [3] [4] [5] [6] [7] 

Loans from venture capital firms 

Loans from Small Business Administration or other 
govenmient agencies 

Additional stock investment from owners 

Stock investment by individuals other than 
owners of the firm 

[1] [2] [3] [4] [5] [6] [7] 

[1] [2] [3] [4] [5] [6] [7] 

[1] [2] [3] [4] [5] [6] [7] 

[1] [2] [3] [4] [5] [6] [7] 

Stock investment by businesses with whom your firm 
has a business relationship 

Stock investment by venture capitalists 

[1] [2] [3] [4] [5] [6] [7] 

[1] [2] [3] [4] [5] [6] [7] 
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[193] Rate the following sources of debt financing with respect to their desirability. 

Not 
Difficult 

.Very 
Difficult 

Short term bank loan (one year or less) 

Medium term bank loan (1-5 years) 

Long term bank loan (more than 5 years 

Loans from owners of stock in firm 

Loans from individuals other than owners 

Loans from finance companies (non-banks) 

Lease financing 

Loans from businesses with whom 
your business has dealings 

Loans from venture capital firms 

Loans from Small Business Administration or 
other government agencies 

Additional stock investment from owners 

Stock investment by individuals other 
than owners of the firm 

Stock investment by businesses with whom 
your firm has a business relationship 

Stock investment by venture capitalists 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[1] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[3] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[4] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[5] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[6] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[7] 

[194] Do you consider your current mix of financing to be optimal? 

YES NO 

[195] What is your annual sales level? 

. less than $500,000 
$500,000-$1,000,000 

.$1,000,000-$2,000,000 

. $2,000,000 - $5,000,000 

.$5,000,000-$10,000,000 

.more than $10,000,000 
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[196] What is your anticipated growth rate in sales over the next 5 years? 

0-10% 10-25% 25-50% 50-75% 75-100% over 100% 

Optional Questions: We realize that the following questions request sensitive financial information. We 
request the information to accurately assess performance and its relationship to other measures in this 
survey. We will hold the information strictly confidential. However, if you prefer not to provide this 
information, please skip these questions. 

[197] What were your total sales for the previous year? $_ 

[198] What was your net profit for the previous year (in dollars)? $_ 

[199] What was the total amount of assets employed in your business last year? $_ 

Remember, responses are held strictly confidential. 
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FAMILY BUSINESS MEMBER DEMOGRAPHICS 

The following questions are concerned with the extent to which family members work in the business, 
general information about each person, and general characteristics of each person. Family members are 
described in relationship to the CEO. If you business does not have a CEO, consider the relationship in 
terms of the president or owner if he/she runs the business. For each person who has ownership, 
influence in, or works in the business, provide their age, whether they are an owner, on the baord, 
how much influence he/she exerts, years worked in the business, highest position in the business, and 
current hours per week worked in the business. 

COMPLETE ONLY FOR THOSE FAMILY MEMBERS WHO HAVE OWNERSHIP, 
INFLUENCE, OR WORK EM BUSINESS 

Person 

Current CEO/Pres. 

Spouse of CEO/Pres. 

Father of CEO 

Mother of CEO 

Son of CEO 

Daughter of CEO 

Owner in On Board 
Age Sex Business? of Directors? 

Influence Currently work 
In Business in the Business 

M F 

M F 

M F 

M F 

M F 

M F 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Person Years work 
in Business 

Current Position Hours per week 
worked in business 

Current CEO/Pres. 

Spouse of CEO/Pres. 

Father of CEO 

Mother of CEO 

Son of CEO 

Daughter of CEO 

87 



Other Relatives of 
CEO—Write in 
the Relationship to 
CEO below 

Owner in On Board 
Age Sex Business? of Directors? 

Influence Currently work 
In Business in the Business 

M F 

M F 

M F 

M F 

M F 

M F 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Low Mod. High 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Yes No 

Other Relatives of 
CEO—Write in 
the Relationship to 
CEO below Years work 

in Business 
Current Position Hours per week 

worked in business 
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Please tell us anything that you think makes a real difference in the success of your business or issues that 
should have been addressed in this survey that were not that might make a real difference in the success of a 
family business. 

Thank you for your time and assistance! If you choose, you may receive a summary comparing your survey 
responses to those of other businesses. 
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