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This paper proposes a vesearch model that outlines the determinants of functional families and
profitable businesses—requisites for family business sustainability. Two features distinguish the
model from previous models: inclusion of the family in the same detail as the business and empbasis
on the key features of family and business. Delineation of the interface between the family and the
business pevmits the use of research methods that allow for variable degrees of overlap of family and
business rather than assuming that family businesses constitute either 4 single system or two sepa-
rate systems. The research model is also compatible with 4 variety of theoretical perspectives.

Introduction

Whether studying families that own businesses or
businesses owned by families, the prevailing theo-
retical orientation is a systems paradigm. The is-
sue the literature raises is whether it is preferable to
use a dual system or single system paradigm. It is
the thesis of this paper that a well-developed sys-
tems model of family businesses could guide re-
search based on the single system paradigm as well
as on the dual system paradigm. The advantage of
such a model is the flexibility it offers in guiding
research. A model that incorporates attributes of
both the family and the business in a manner that
allows business outcomes to be viewed as a func-
tion of family ard business characteristics and vice
versa can serve as the basis for the examination of a
wide range of important research questions. Ex-
amples include relationships between family struc-
ture and process and entrepreneurial activities, busi-
ness involvement and maritil stability, and goal con-
gruence and business success.

This paper describes a model of family busi-
nesses that is both sufficiently detailed to guide
empirical research on family businesses and the
owning families, and sufficiently flexible to per-
mit researchers to use more than one theory as
they systematically analyze the parts of the whole.

This model was developed to guide the design of
data collection and analyses for the 1997 National
Family Business Survey (NFBS), a U.S. Depart-
ment of Agriculture-Cooperative States Research,
Education and Extension Service regional research
project, titled NE-167R, “Family Businesses: In-
teraction in Work and Family Spheres.” Detailed
information on data collection and methodologi-
cal issues pertaining to this survey are provided
elsewhere (Heck, Jasper, Stafford, Winter, &
Owen, in press; Winter, Fitzgerald, Heck, Haynes,
& Danes, 1998).

Model development began with the premise
that sustainable family-owned businesses require
both minimally functional families and successful
businesses. This premise is based on research of
home-based businesses that indicates that personal
or family management practices affect the revenue
of the home-based businesses {Olson, 1994} and
on the literature on family businesses that estab-..
lishes that family conflict threatens businessviahil- _
ity (Tbrahim & Ellis, 1994). Although the litera-

~ture acknowledges the interaction of families and

businesses, the dominant perspective is that family
influences harm a business and keep it from being
managed in a professional manner (e.g., Hollander
& Elman, 1988; Kaye, 1991).
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The prevailing view claims that families and
businesses are believed to be two “naturally sepa-
rate” institutions or systems (Ibrahim & Ellis,
1994). From this perspective, a business is results
oriented and objective, basing decisions on con-

tribution to output, whereas a family is emotion ¥

oriented and irrational. Businesses are motivated|
by the pursuit of profit, and families are motivated
by biological imperatives and social nozms
(Ibrahim & Ellis, 1994). The most frequently rec-
ommended strategy for successful coexistence of
the two systems by both business management
consultants and family therapists is what is some-
times called separation (Ibrahim & Ellis, 1994) or
clear boundary definition (Rosenblatt, de Mik,
Anderson, & Johnson, 1985). ‘

One of the advantages of a systems model that
guides research design is that it provides a means
of aggregating research results to provide a pic-
ture of the whole system. A system exists in an
environment that s, itself, a set of systems. There-
fore, which system or subsystem is viewed as the
whole is relative. Consequently, in developing a
conceptual model to guide empirical research,
deciding whether to use a dual or single system
paradigm is not as important as including both
the family and the business in the model and se-
lecting the key characteristics of the family and
the business for inclusion.

The theoretical model developed for the
NFBS is built on the prevailing paradigm of over-
lapping systems. The key features of the overlap-
ping family and business systems are different from
the prevailing paradigms, however, in that itis not
acceptable to sacrifice the family for the good of
the business. The research on home-based busi-
nesses shows that many of those businesses were
started and managed to support the family and
allow it to remain in a specific geographic loca-
tion—in other words, to live where the members
wanted to live (Heck, Owen, & Rowe, 1995). Both
the statistics on the distribution of family busi-
nesses by size, age, and generation, and the anec-
dotal evidence from case studies and family therapy
suggest the same may be true for family busi-
nesses—the businesses were founded to support
the family, not the other way around. The re-
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searchers who developed the INFBS are, in fact,
seeking to answer some of the very questions raised
by Whiteside and Herz-Brown (1991} in their ar-
ticle advocating a single system approach: (a) Are
there common patterns in the ways business-own-
ing families integrate their families and businesses?
and (b) What are the implications of their inte-
gration strategies?

‘The first section of this paper reviews para-
digms of family functionality—that is, paradigms
of family success, paradigms of business success,
and family business models. The second section
introduces the conceptual model that guided the
NFBS. The final section discusses the implica-
tions of the model.

Models of Family Functioninﬁ,
Business Success, and the Family
Business

The first part of this section reviews paradigms
of family functionality. The second part reviews
paradigms of business success. The last section
reviews models of family business that combine
both family and business concepts.

Paradigms of Family Functionality. As
Sabatelli and Bartle {1995) note, there is a lack of
unified theory about the family along with a pro-
liferation of measures of family functioning. Fam-'
ily ecology theory (Bubolz & Sontag, 1993), fam-
ily development theory (Rodgers & White, 1993),
family systems theory (Whitchurch &
Constantine, 1993), and family resource manage-
ment theory (Deacon & Firebaugh, 1988) are po-
tential sources of theoretical models to be used in
analyses of business-owning families.

Family ecology theory. Family ecology theory

-differs from other theoretical orientations in that

its focus is on families as they interact with their
environment. The family is viewed as “interde-
pendent with its natural physical-biological, human-
built, and social-cultural milieu” (Bubolz & Sontag,
1993, p. 419). Grounded in the heritage of home
economics, family ecology theory is a synthesis of
ecology and general systems theory and underscores
the importance of resource management in family
adaptation and in creating environment
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sustainability. The focus is on the whole, defined
as the family and its interdependence with external
systems. But the roles of the individuals who con-
stitute the family can also be examined. Bubolz
and Sontag propose that, ideally, family ecological
research (a) views individuals as physical-biological
and social-psychological entities who are organized
in a family system and who interact with one an-
other and (b) studies the interdependence of indi-
viduals and the family system and all systems exter-
nal to the family system. Their criteria for research
based on family ecology theory are consistent with
the objectives of the NFBS.

A limitation of family ecology theory is its
highly abstract theoretical concepts. Bubolz and
Sontag (1993) note that this abstraction creates
an opportunity for defining concepts and identi-
fying the links between concepts more concretely,
although they acknowledge that this is not easy
work. Notwithstanding the high level of abstrac-
tion, Feetham (Roberts & Feetham, 1982) used
the theory to develop the Feetham Family Func-
tioning Scale, one of the most well-established self-
report instruments for measuring family function-
ing (Sawin & Harrigan, 1995).

Family development theory. The unique con-
tribution of family development theory lies in its
focus on explaining how families change. Early
formulations of the theory suggested that families
pass through a predetermined sequence of life-
cycle stages. According to Mattessich and Hill
(1987), one criticism was that many families did
not fit into the normative life cycle that early theo-
rists described. Another criticism was that the
theory ignored the historical timing of significant
life events. A third criticism was that the theory

did not recognize the relationship between the
family career and the development of other ca-
reers, such as education and work.

In an effort to address these issues, White
(1991) asserts that family development has no de-
termined cycle; rather, it is a stochastic process.
Stages are marked by events, such as marriage,
birth, death, and divorce, that change the struc-
ture of the family. As a result of the structure
change, the interaction patterns within the family

are qualitatively different from the previous stage.

e

Whitz also stresses that the timing and sequenc-
ing of the events determine how families function
as they move into new stages. Additionally, soci-
etal norms, expectations, and sanctions, which are
implicitly ,!determined by the historical context,
determine“the order, prescribe the timing, and
influence the effects of transition from one stage

to anothér. Sequencing and timing norms are in-

fluenced by several institutions, and each individual

family is influenced by specific sets of expectations

and norms, depending on its institutional affilia-

tions and family structure. Thus, families involved

in family-owned businesses have a unique set of
pressures and experiences that are different from

either the family or the business realms, but which

could be explored from either perspective.

General systems theory and family systems

theory. Psychiatry, not psychology, was the path
by which general systems theory was introduced
to family social science. Thinking about families
as systems for intervention laid the groundwork
for family therapy (Whitchurch & Constantine,
1993). The key concepts of general systems theory
as related to families are the mutual influence of
system components, hierarchy, boundary,
equifinality, and feedback. Whitchurch and
Constantine note that family systems literatare
tends to fall into one of three main areas: (a) the
understanding of family processes, (b) the relation-
ship between the family system and other systems,
or (¢} morphogenesis, the study of how the struc-
ture of family systems changes.

Research studies that take a systems approach
to families are well developed in the literature in
only a few areas. Marital interaction was the first
area in which family systems theory was used. Sys-
tems approaches also have been used in the area of
family dysfunction, where problems such as bulimia,
anorexia, alcoholism, and family violence are seen
as symptoms of a family problem rather than as the
problems of an individual. The most highly devel-
oped area in which systems theory has been used is
in the development of marital and family taxono-
mies. ‘The leading family taxonomies, Olson’s
Circumplex Model (Olson, Sprenkle, & Russell,
1979) and the Beavers systems model (Beavers,

" 1982), are both based in family systems theory.
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Criticisms of general systems theory include
the difficulty of operationalizing concepts due to
the ambiguity of the theory; difficulty in specify-
ing relationships among concepts, which then
leads to lack of explanatory power; and lack of
parsimony in the theory (Whitchurcir &
Constantine, 1993). Nevertheless, its application
to families, in the form of family systems theory,
has been useful in applied research on family func-
tioning and measures of family functionality.

Family resource management theory. Ac-
cording to Gross, Crandall, and Knoll (1980}, the
first theoretical framework in family resource
management was developed around 1940. By
1966, Maloch and Deacon introduced the systems
approach to the study of family resource manage-
ment. By 1975, the Deacon and Firebaugh sys-
tems model was the most widely used approach to
the study of family resource management.

In the Deacon and Firebaugh (1988) model
of family resource management, the family sys-
tem is described in terms of relationships rather
than structure. The family is composed of two
subsystems: personal and managerial. The pur-
pose of the personal subsystem is procreation and
socialization of family members. The purpose of
the managerial subsystem is to support the devel-
opment of family members. Inputs from the
family’s external environment are filtered through
the personal subsystemn to reach the managerial
subsystem. Inputs to the managerial subsystem
are demands for action and resources. The mana-
gerial subsystem plans and implements the use of

resources to meet demands. ‘The outputs of both

the managerial subsystern and family system are
satisfacdon and changed resources,

Their systems framework emphasizes mecha—
nisms by which the environment influences fam-
ily resource-use behavior. The first mechanism is
through the family’s supply of resources and the
idea that societal norms and values heavily influ-
ence the standards used to assess those resources.
"The second mechanism is events—unexpected
occurrences requiring action—about which infor-
mation directly enters plan construction, bypass-
ing goal identification. ‘The concept of events ac-
knowledges uncertainty and places control and
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feedback in 2 more prominent position. In addi-
tion, this systems framework introduced the dy-
namic concept of sequencing, defined as decisions
related to the temporal and spatial ordering of
activities to meet demands. Prior to that time,
family resource management literature viewed the
specification of goals and standards by which at-
tainment of goals would be assessed as sufficient
for goal achievement, The introduction of se-
quencing acknowledged the multiplicity of means -
by which a single goal could be met and provided
a means of coordinating multiple goals.

Paradigms of Business. “Success” is an am-
biguous term commonly used by both lay and pro-
fessional people to describe the achievements of a
firm or person. Kuratko, Hornsby, and Naffziger
(1997) claim that business owners are motivated
by more than just extrinsic rewards, such as in-
creasing personal income. They suggest that in-
trinsic rewards (e.g., meeting challenges), indepen-
dence (e.g., maintaining personal freedom), and
family security (e.g., building a business) are just
as important goal sets that motivate sustained en-
treprencurship. Business success, then, is about
more than financial success.

Two fundamentally different paradigms have
been used to examine the determinants of success.
One paradigm is the firm in an economy. The
other is an economically mobile entrepreneur.
Leading examples of the former are Davidsson’s
(1991) model of entrepreneurship growth and
Greenberger and Sexton’s (1987) model of ven-
ture success. The leading example of the latter is
human capital theory (Becker, 1993; Portes &
Zhou, 1992). Schumpeter’s (1934) constraint
theory and Knight’s (1921) choice theory also fall
into this latter category, as does assimilation theory
(Jiobu, 1988). Not surprisingly, the paradigms
propose different determinants of success, al-
though there may be as much variability within
paradigm type as between types.

The firm in the econory. Davidsson’s (1991)
model of entrepreneurship growth views small
business financial growth over time as the sum of
ability, need, and opportunity. In Davidsson’s
model, education and entrepreneurship experience
are positive determinants of ability. The manager’s
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age or a firm’s age and size are determinants of
need, The rate of innovation, market growth rate,
customer structure, county characteristics, indus-
try structure, geographic dispersion, and commu-
nity characteristics are determinants of opportu-
nity. Ability, need, and opportunity explained 25%
of the variance in actual growth of the smali busi-
nesses studied.

Greenberger and Sexton’s (1987) model of
venture success focuses on the role of the entre-
preneur and how the entrepreneur’s behavior
changes as a company grows or succeeds. The
model includes components that are important in
new venture initiation (vision, personality, control
desired, salience of events, self-perceptions, social
support, and control possessed), as well as two
additional components—organization vision and
empowerment of subordinates. Other models de-
termine success by considering macrolevel deter-
minants, such as county/community characteris-
tics and industry structure (Davidsson, 1991), or
microlevel determinants, such as individual en-
dowments of the entrepreneur (Greenberger &
Sexton), with little consideration to the owner’
- management capabilities and the impact such ca-
pabilities can have on success.

The economically mobile entrepreneur.
Models of economic mobility and entrepreneur-
ship, on the other hand, nominally focus on the
individual, but they too emphasize either commu-
nity characteristics and industry structure or the
individual endowments of the entrepreneur. As
Zuiker (1998) notes, human capital theory is the
most frequently used theory among scholars tak-
ing this approach. Becker (1993) defines human
capital as stocks of skills, knowledge, intelligence,
and health that could be used to generate both
monetary and nonmonetary resources. Any in-
creases in an individual’s stock of human capital
would result in “higher future earnings, increased
job satisfaction over one’s lifetime, and a greater
appreciation of nonmarket activities and interests”
(Ehrenberg & Smith, 1997, p. 289). Becker (1993)
contends that human capital theory “helps to ex-
plain such diverse phenomena as interpersonal and
interarea differences in earnings, the shape of age-
earnings profiles (the relation between age and earn-

ings), ahd the effect of specialization on skill” (p.
245). Zuiker uses human capital theory in her analy-
sis of Hispanic self-employment in the Southwest.
She views assimilation as humnan capital and incor-
porates aspects of the family, individual, and rela-
tionship capital into her human capital theory of

_ Hispanic splt:iemployment. Sociologists examin-

ing economic mobility have proposed cultural and
disadvantaged theories (Light, 1979), assimilatdon
theory (Jiobu, 1988), and enclave theory (Portes &
Zhou, 1992). These theories place more emphasis
on community characteristics than does human
capital theory. Cultural theory posits that both the
cultural and psychological characteristics of groups
predispose members to select business ownership
as a means of achievement. Disadvantage theory
states that those who are at a disadvantage in the
labor market turn to self-employment to avoid low
wages and unemployment. This theory has much
in common with Schumpeter’s (1934) constraint
theory, with an ethnic twist. “Assimilation” refers
to the process by which groups adopt and are ab-
sorbed into the dominant culture. As groups be-
come more assimilated, their members are less dis-
advantaged in the labor market and become more
upwardly mobile. Ethnic enclaves allow their mem-
bers to compensate for their disadvantages in the
labor market by trading with people like themselves
and relying on informal group enforcement of in-
formal contracts. Measures of assimilation and en~
clave membership can be viewed as human capital
because although the theories are stated in terms
of groups, the measures are individual measures.
The measures are also consistent with the “pro-
ductive” feature of human capital.

Models of Family Business

Most models developed to explain family busi-
nesses suggest dual systems rather than a single
system (Whiteside & Herz-Brown, 1991}, Hol-
lander and Elman (1988) and Whiteside and Herz~
Brown argue for viewing the family firm asasingle
system and the whole as greater than the sum of
its parts. They also note that the dual systems
approach focuses on characterizing the two sys-
tems rather than characterizing the whole that
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results from the interaction of the two!
Davis and Tagiuri’s (1989) model character-
izes the whole that results from the overlap of sys-
tems. They propose a Venn diagram model of
family business in which key attributes of the fam-
ily business derive from overlapping membérship
in family, ownership, and management groups.
The key attributes deriving from the overlap are
simultaneous roles, shared identity, a ]ife\long com-
mon history, emotional involvement, private lan-
guage, mutual awareness, privacy, and the sym-
bolic meaning of the family company. Each of
these attributes is both a strength and a weakness,
which explains the common description of their
model as a bivalent attribute model.

Churchill and Hatten (1987) propose a re-
search framework for studying family business with
succession as its anchor. The framework is built
on stages of the family business that derive from
the biological reality of parent and child being
separated in age and business experience but joined
by blood and family experience. They see them-
selves as adding a temporal dimension to Davis
and Tagiuri’s model of family business, much as
family development: theory emphasizes the tem-
poral dimension of families. The stages of a fam-
ily business are identified as OWner-rnanager, train-
ing and development of the new generation, part-
nership between the generations, and transfer of
power. The order of the stages is fixed but the
duration of the stages is dependent on the charac-

teristics of the two generations. Inclusion of the
third generation, though not precluded, is not
-readily apparent, according to Churchill and
Hatten.

Davisand Stern’s (1988) model of family busi-
ness adaptation, survival, and growth is consid-
ered a classic. In their model, the dimensions of
the family business that determine its success are
the task structure, the legitimizing structure, and
family organizational behavior, The family inter-
relationship system, technology, and market de-
mands are critical inputs from the business envi-

- Tonment. Although this is a dual system, the
family’s interpersonal relationships and
intergenerational “process” are aspects of the busi-
ness environment rather than a full-fledged mode!

of a family system. Davis and Stern (1988) im-
proved previous models of family business in three
ways: first, by using adaptation, growth, and sur-
vival (in other words, success) as the criterion for
determining key attributes rather than difference
from nonfamily businesses; second, by referring
to Churchill and Hatten’ (1987) intergenerational
process of families as well as interpersonal dynam-
ics of families; and third, by allowing for influ-
ences of market forces and technology.

Wortman (1994) proposes a global concep-
tual paradigm for family business. Wortman de-
rives his attributes from a survey of literature on
family business. The form of this model is very
similar to family ecology models, with their em-
phasis on the focal system’s interaction with par-
ticular aspects of the environment. It would be
more appropriate to call this an ecological model
than a single system model. This model is distin-
guished by the level of detail in the business envi-
ronment and omission of the family, The at-
tributes of the business itself are philosophy, strat-
€gy, strategic process, structure, and behavior.

Danes, Zuiker, Arbuthnot, Kean, and Scannell
(1998} have used the Fundamental Interpersonal
Relations Orientation (FIRO) model to view the
family and its business as a single system. It has its
origins in Schutz’s (1958) theory of group develop-
ment and has been adapted for use in both organi-
zational and family settings (Doherty, Colangelo,
& Hovander, 1991). The model posits that incla-
sion, control, and integration are three dimensions
of interpersonal dynamics within organizations and,
in this order, they constitute a developmental se-
quence through which group process occurs and
viability of the group is maintained (Doherty &
Colangelo, 1984). The dimensions are not mutu-
ally exclusive, but rather overlapping, and there is
no specific instrument to measure each dimension,
The FIRO model identifies some major issues in-
volved in family businesses and provides a frame-
work to address some of the complex, intercon-
nected dimensions that are essential in explaining
family business viabiliry.
In the FIRO model, “inclusion interactions”
refers to structure (who is in or out of the group,
clarity of roles, consensus on the decision-making
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process), connectedness, and shared meaning (con-
sensus about goals and priorities). “Control be-
havior” refers to the decision-making process be-
tween people. The need for control manifests it-
selfas desire for power, authonty, and control over
others and, therefore, over one’s future. Control
can be exhibited through group tasks such as the
capacity of an individual to be relied on for re-
sponsible jobs. Control is also manifested in be-
havior toward others, for example, in expressions
of independence and rebellion. Integration allows
for individual and collective creative problem solv-
ing, planning for change, trust, and a sense of fel-
lowship. “Integration” refers to managerial in-
teractions that balance the business as an individual
system, the family as an individual system, and the
family business as a single system working toward
the well-being of the whole.

Generally, inclusion can affect family business
viability because there is often inappropriate
carryover of patterns of interacting, rules, and
roles. Family and business systems compete for
time, energy, and the financial resources of indi-
vidual family members and of the family collec-
tively (Rosenblatt, et al., 1985). Dimensions of
control can influence viability because the needs
or demands of either system can cause a level of
tension that leads to decisions that are good in the
short run but not for long-term viability (Kaye,
1991). Ward (1987) indicates that Jess than 30%
of successful family businesses make it to the third
generation chiefly because they lack a clear frame-
work for thinking about the future of their busi-
nesses and their families (integration). When the
famzly business experiences life-cycle transitions
or major ongoing stressful events, the members
must create new patterns of inclusion, control, and
integration.

"The literature on theories and models of fam-
ily functionality, business success, and family busi-
nesses share much in common. Both developmen-
tal and systems paradigms have been used profit-
ably in research on families and family businesses.
Human capital theory has been used to analyze
both families and entrepreneurial success. The
FIRO model has been used to study both families
and business organizations. Ibrahim and Ellis

(1994), Ward (1987), Benson, Crego, and Drucker
(1990) and others emphasize the differences be-
tween families and businesses and the need to keep
the two apart. However, there appears to be much
agreement that both families and businesses have
mterpersonal relationships and resource-use dy-
namics 8 well as purposes and that these overlap
to varymg degtees in family businesses. What is
missing to date is 2 model of family business with
comparable levels of detail for the family and the
budiness. All of the previous family business mod-
els that are sufficiently detailed to guide empirical
research include the family only as a component
of the business environment.

The Sustainable Famlly Business
Research Model

The systems model of family business presented
in this paper pairs a model of family business suc-
cess with a model of family functionality to yield a
model of family business sustainability. The fo-
cus of the model, depicted in Figure 1, is
sustainability of the family business, a function of
family achievements and business achievements
and transactions between the family and the busi-
ness—a necessary prerequisite for a family busi-
ness. At the same time, there are family resources
and constraints (both broadly defined to include
family structure and family processes), which can
be viewed as occurring more or less independently
of the business. By the same token, there are busi-
ness resources, constraints, and processes that are
more or less independent of the family. It is the
thesis of this paper, however, that the resources
and processes come together in family/business

" transactions. Moving from left to right in the fig-

ure, any one of the characteristics or processes to

the left or in the top or bottom row could affect
+ those to the right or the center. 'The general goal
- ofre

ased on this model is to identify fam-
ily and business resources and constraints, pro-
cesses, and transactions that are most likely to lead

“to business and family achievement and sustain-

able family businesses.
The model differs from previous models of
family business in several ways. Perhaps the most
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Figure P Sustainable Family

Business Model

FAMILY

-

Available
Resources and
Constraints

PROCESSES

Times of Stability
Incerpersonal Transactings
Resaurce "Transaceions

Times of Change
Interpersanal Transactans
Resource ‘Transactions

Achisvements

Objective Sucress
Subjective Success

A

Disruptions
in Family/Business
“Transactions

Respanses
to Disruptions in
Family/Business
Transactions

A

Sustainability

r

Available
Resources and
Construints

PROCESSES

Times of Stabilicy
interpersonal Transactions
Resource Transactinng

Times of Change
Interpersanal Transactions
Resaurce Transactions

Achievenients

Objective Success
Subjective Suceess

BUSINESS

noticeable is the inclusion of the family in the
model ata comparable levei of detaj] with the busi-
ness. The most substantive difference from pre-
vious models is the key features of the family and

business systems included. _The family and busi-
ness systems include resource use as weil as inter-

personal relationships because as viable social sys-

tems, families are osive and rational, Accord-
ing to both neoclassical _economic theory of the
family and Beckers 1965) household production
theory, to survive, families must be as efficient in
the pursuit of satisfaction as 2 firm must be in pur-
suit of profit. ‘Times of change and tj ta-
bility are also included as 3 means of acknowledg-
ing the differences in processes that families arid

usinesses engage in when their own sttucture and
environment are relatively stable versus whep they

are dynamic. Althou gh the modelincludes analo.
g0US processes in the family and business systems,
it separates them to call attention to the differ-
ence in purpose and specific content of the pro-
cesses within the two systems,

. The family system portrayed in Figure [ is a

purposive social system, As such, it takes avail-
-2 %ES avanl.
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able resources and constraints and transforms
them via interpersonal and resource transactions
mnto achievements, The achievements are both
subjective and objective in nature. Interpersonal
and resource transactions may change during times
of environmental change, structural change, or
both. This portrayal of a family is consistene with
Becker’s (1965) household production mode] of
the family in economics as well as family ecology,
family systems, and family resource Mmanagement
models of families, According to econornic theory,
the purpose of families is the pursuit of satisfac-
tion. According to family resource management
theory, the purpose of families is procreation, so-
cialization, and the support and development of
family members, Regardless of the purpose, the
achievements that result from family transactions
have a subjective component and an objective com-
ponent. Satisfaction would be an example of a
subjective achievement, Level of living would be
an example of an objective achievement. It would
be appropriate to assess achievements using crite-
ria consistent with the family’s purpose.

Available resources and constraints arise from
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the family’s environment and from within the fam-
ily itself. They include the family members’ hu-
man capital and family or relationship capital as
“well as their assets and debts. Family goals can be

thought of as a resource that motivates the use of
other resources. Societal norms and laws, tech-
nology, the economy, and the laws of nature are
important constraints-on family choice.

The family combines market goods and ser-
vices and its own labor to yield achievements. The
transactions necessary to yield some achievements
are relatively goods intensive; others are relatively
labor intensive. For example, resource transac-
tions are relatively goods intensive; interpersonal
transactions are relatively labor intensive. It is
more important for the family to select appropri-
ate transactons for the desired achievement than,

:
o
. 1w ®

1t1s to classify transactions as either interperscnal
o Tesource. Most real transactions are both. "The
model classifies transactions as interpersonal and
resource to acknowledge explicitly both dimen-
sions of family transactions and to establish the
relevance of both bodies of literature. Families
have distinctive styles of interpersonal interaction
and conflict management, But, as Whiteside and
Herz-Brown (1991) also note, families have tasks
to accomplish and management styles and struc-
tures to accomplish them.

The business system in Figure 1 also is a pur-
posive social system. As such, it takes available
resources and constraints and converts them into
achievements via resource and interpersonal trans-
actions. According to neoclassical economic
theory of the firm, the purpose of a firm is tomaxi:,
mize profit, defined as revenue in excess of cost
Ferguson, 1972). The ‘purpose of the business
should provide the criteria for assessment of suc-
cess, whether that be indicated by objective mea-
sures, such as adaptability, growth, and survival,
or subjective measures, such as owner’s sense of
achievement or pleasure in providing a way of life
that is consistent with personal values.

Available resources include the human capi-
tal of employees and owners and firm culture as
well as assets and debts of the business. Goals and
objectives that are consistent with the business’s
mission, clear strategies, and group commitment

to the mission also are resources for the firm.
Technoldgy is both a resource and a constraint.
The economy, culture, and laws of nature con-
strain the choice of transactions.

Business managers choose transaction pro-
cesses appropriate to achieve the desired goals and
objectives effigiently, resulting in objective success,
subjective success, or both. Actual transactions are
both interpersonal and resource transforming.
These transactions for businesses are commonly
refetred to as “production of goods and services.”
The model classifies transactions as interpersonal
or resource rather than goods or services to ac-
knowledge explicitly the emotional orientation of
businesses as well as their task or resource orienta-
tion. As Whiteside and Herz-Brown (1991} note,
business organizations have distinctive styles of in-
terpersonal interaction and conflict management.

At the interface of the family and business
systetns, both the family and the business respond
to disruptions in their regular transaction patterns,
These disruptions may come from either outside
the famnily and business or within. Outside sources
of disruption include public policy changes, eco-
nomic upheavals, and technological innovation.
Inside sources of disruption include marriage,
birth, death, and divorce of family members. The

disruptions may be either good or bad. They re-
quire 2 response from both the family and the
business. '

The extent of overlap between the family and
business systems will vary from family business to
family business. In family businesses where the
prevailing orientation is to keep family and busi-
ness separate, there is little overlap or, diagram-
matically, a small area of interface between the two
systems. Conversely, in family businesses where
overlap is great, the area of interface between the
farnily and business systems is considerable.

Sustainability results from the confluence of
family success, business success, and appropriate
Tesponses to disruptions. In other words,
sustainability requires consideration of the family
as well as the business. Sustainability also requires,
consideration of the ability of the family and busi-
ness to cooperate in responding to disruptions in a

way that does not impede the success of each.
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8
Implications of Using the Model to
Guide Research
"The Sustainable Family Business Research Model
has several important implications for research op
family businesses. This model is grounded insys-
tems theory and, as such, shares the advantage ‘of
systems models—it mirrors reality. Here, the or-
ganism is the family business and it is understood
within the context of its environment. A systems
perspective is not new to the study of family busi-
nesses; however, debate has centered on whether
family businesses are more accurately viewed as a
single system or as dual systems of family and busi-
ness. "The Sustainable Family Business Research
Model permits both points of view. The key fea-
tures of the model are its attention to the overlap
or interface between the family and the business,
its treatment of family business sustainability, and
the flexibility the model offers to researchers,
The model also suggests variables that are
Aappropriate to the study of family businesses,
Resources and constraints must be viewed broadly
and measured not just for the business, but also
for the family. To discover the extent of the over-
lap of the business and family spheres, measures
of time spent in family and business activities as
well as measures of the extent to which family
money finances the business and business profit
supports the family are needed. Process variables
include such managerial activities as decision mak-
ing, planning and control strategies, and the use
of technology and human resources in both the
business and family realms. With respect to
sustainability, both objective measures, such as
profit and goal achievement, and subjective mea-
sures, such as feelings of satisfaction and jadgments
on the quality of life for both the family and busi-
ness, are relevant and should be obtained.

The Family Business Interface. The Sus-
tainable Family Business Research Model draws
attention to the interface between the family and
the business and allows examinaton of the degree
of intermingling between family and business. It
suggests that, rather than an either/or, single or
dual systems perspective, family businesses are
better understood viewed as existing on a con-
tinuum. Atone end are the family businesses that
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behave as if family and business are two separate
spheres. At the other are family businesses where
family and business are completely enmeshed. In
short, the model assumes that family and business

in business-owning families are intermingled to

_E_S_Egt_i_gggg.e and that separate spheres and com-

plete enmeshment are simply special cases.
Because the model is a systems model, family
businesses are viewed as trying to achieve homeo-
stasis. When disruptions occur, it is possible to
ascertain whether the change is coming from
within the family business or from the environ-
ment. Further, it is also possible to ascertain to
what extent the family and the business respond
to the change and how those responses affect the
sustainability of the family and the business,

The mode! recognizes that both the family
and business systems itical to the understand-
ing of family businesses, Families are not viewed
asitrational units but as rational, self-directed sys-
tems. Without the business, there isn’t a family
business; however, without the family there also
isn’t a family business. The model suggests that it
is not the business that makes a family business
unique from other business arrangements; rather,
it is the family.

Family Business Sustainability. The model
implies that both business success and family fonc-
tionality are important in judging the sustainability
or viability of family businesses, Business-owning
families may or may not be fonctional and family
businesses may or may not be successful, Research
based on the Sustainable F: amily Business Research
Model can distinguish those families that manage
to be successful at both family and business from
those that are successful in just one sphere or in

- neither. The model outlines analogous processes
for the familyand the business, but allows family
and business to differ on specifics of the character-
istics and the way the processes work in each. Re-
search questions include: Do some families sacri-
fice the business for the family? Do others consis-
tently put the business ahead of family? What are
the characteristics of those families that are both
highly fanctional and successful in business? For
example, are these families successful in both
spheres because they follow the same practices in
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both their business and family lives or because they
use different strategies in each? How does the re-
source and relationship dynamic change in the fam-
ily and in the business when disruptions occur?
Further, how can research help change families that
are not as successful as they would like to be?

Flexibility for Research. Because the Sustain-
able Family Business Research Model is rooted in
systems theory, it permits research from a variety of
theoretical perspectives. Family ecology theory, fam-
ily resource management theory, family development
theory, human capital theory, and, of course, family
systems theory are all compatible with the model.
So, too, are the FIRO model and family business
systems models. Although these theories and mod-
els are all relevant to the study of family businesses,
most do not provide research models that specifi-
cally address the study of families in business.

Although the model views both family and
business as critical to a complete understanding of
family businesses, it permits research from eithera
single or dual system perspective. Researchers
whose interest is in one particular area, that is, the
family system or the business system, can focus on
that area without losing sight of the larger context.
Indeed, research can attend to some of the effects
of the “other” system even when the focus is osten~
sibly on the family or on the business.
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Figure 1: Sustainable Family Business
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