Consumer Interests Annual Volume 54, 2008

Characteristics of Successful Family Businesses: A Longitudinal Approach Using the
National Family Business Study

Yoon G. Lee, Ph.D., Utah State University*

Abstract

Using data from the 1997 National Family Businegs/8y (NFBS) and follow-up data in 2000, this study
explored characteristics of successful family besges. In particular, this study investigated facéssociated with
business survival and business success in famihedvbusinesses. In this study, business survivaldeéined as
“business has been in operation for 3 years,” whilginess success was measured by a question fsanpoint
of view, how successful has your business beeat®.d

The 2000 NFBS indicated that 553 businesses paatid in both the 1997 and 2000 surveys. The
descriptive statistics reported that of the to&8 family businesses, 421 businesses were stithwed in the same
business after 3 years, while 132 businesses uased: The results of descriptive statistics atslicated that the
characteristics of the successful family businessae the businesses with male managers, youngeagaes,
educated managers, and Caucasian managers. Tssfutéamily businesses were also characterizé fesver
employees and non-home based.

The results of logistic regression analysis ingidahat gender, age, and health status of the dmssin
managers were significant predictors that deterchthe probability of being in business operation¥gears. For
example, women-owned family business, those witleloinanagers, and those with poor health werdilesdg to
survive between 1997 and 2000. However, businesise$iigh management skills were more likely tovsee for
three years.

The results of OLS regression analysis suggestdatie, health, management skills, non-home based,
satisfaction with community support, business pgohland business cash flow problems were significaslated
to the levels of perceived business success anhenigusiness managers who had survived for 3 yEhed.is,
businesses with higher levels of management siiltshigher levels of satisfaction with communitpgort
reported higher levels of perceived business ssct¢tmwever, although they had survived for 3 yeal®n the
businesses had higher levels of business problencash flow problems, the family businesses regdaeer
levels of perceived business success in 2000.

One of the major problems with new or small fanailyned businesses is their high dissolution rates. T
findings of this study can increase the knowledgeltat characteristics determined successful faimiginesses.
Special attention has to be directed towards saif factors such as gender, age, and healthsifiéss managers,
management skills, and satisfaction with commusiitgport in predicting business continuation betwEg9i7 and
2000 and business success in 2000. Since thdldidn that family businesses make to the nati@cahomy is
paramount, barriers that prevent business man&genssucceeding their businesses must be identifinet
removed.
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