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Implications for Cooperative Extension. Recognizing the high numbers  of households that have one or more members involved in the operation of a family business is an important element when interacting with the family.  Research has found that the family and the business subsystems will most certainly overlap and interact with each other.  This study examines the prevalence rates of family businesses and defines some of the characteristics found within those households and businesses.  Typically the businesses were first-generation and involved not only the owner-manager but other household family members and often relatives who were not living in the household.  This daily interaction, both at work and in the home, creates additional opportunity for growth but also for conflict.  

Overview.  Even though family businesses undergird our economy and society, their pervasiveness often goes unnoticed.  Estimates of the numbers of family businesses that exist struggle from a lack of a consistent definition of how to define a family business, from a truly random sampling methodology, and from the ability to get answers to questionnaires when the family is so intricately involved with the business.  Even given these issues however the studies that have examined the number of family businesses that do exist all agree that they are the majority of firms within the United States and that together they contribute about half of the nation’s GDP and total wages.  

The purpose of this article is to: (1) review how family businesses have been defined in the past, (2) offer estimates of the number of family businesses as derived from the 1997 National Family Business Survey (NFBS 1997), and (3)examine selected characteristics of family businesses.  The reason for doing this is to better define and count that structure that forms the underlying foundation for our economy and to encourage current education and policy as well as future research in this important field.  

Previous family-business definitions.  Because of a lack of an integrated theoretical framework, defining what a family business is has been difficult.  It is however possible to group previous efforts based on four elements: 

1. ownership/management, 

2. interdependent sub-systems,

3. generational transfer,

4. multiple conditions.

Ownership and management focuses on the number of family members who must be involved and the level of control of the firm the family has.  Interdependent systems involves the general interacting between the family and the business.  Some researchers specify that it must involve multiple family members and others have criteria for length of time the business has been in operation.  Generational transfers involve the requirement that the firm has been transferred to a second generation or that there is an intent to do so.  Finally some researchers have had not just one criteria for defining a family firm but use multiple criteria, some of which are mentioned above and others that may be specific to that study only.  

Methods.  In the 1997 National Family Business Survey, a determination was made to define family businesses as having been in business for one year or more, working 6 hours or more per week, with the owner-manager involved in day-to-day management, and residing with another family member.  

Results.  Using a national sample, 14,115 households were screened resulting in 1116 eligible or having a family business with one or more people in the household.  Of those 794 completed either the household manager survey or the business manager survey or both.  Because the data represented a national sample, it is then possible to weight the data and predict the number of family businesses in the United States.

Based on the data, 18.3% of households have someone in the household who owns or manages a business.  Without using the work intensity measures, 13.8% of households have a business that is owned or managed by a family member residing in the household.  When applying the work intensity criteria, in business for 1 year and working 6 hours per week, 11.1% of households met that definition.  Finally when requiring that the household include 2 or more people related by blood, marriage, or adoption and that there currently were partners in a marriage relationship, 10% of all households met the definition.  

Overall these households had an average of 3 family members.  The owner-manager worked about 45 hours per week and the business had been in operation for 13.2 years with males reporting being in business longer than females.  Males also reported working more hours per week in the business and had slightly larger households (3.3 members).  Nearly 20% of households had other family members working in the business and 11% reported having an additional family member, who did not live in the household, also involved in the business.  

Most of the businesses were first-generation meaning that they had been started by someone in the current household.  Over 47% of the decision makers were owners yet spouses played an important role here with 30% considered decision makers also.  

Summary.  The results of this study support the importance of the family business role in our economy.  The prevalence of household who have one or more businesses, no matter how measured, is significant.  It represents an area where policy and education is needed.  Such households have the dynamics of two major subsystems, the business and the family, occurring simultaneously with each one influencing the outcome of the other.  Awareness of this issue is important whether one is working with the family or the business.  Failure to include this factor in any work with either subsystem means possible false conclusions might be reached.  
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