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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. 

15 



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 
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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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