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Implications for Cooperative Extension. Family businesses are often viewed as being an insignificant part of the U. S. economy.  Based on the data gathered in the 1997 National Family Business Study, the authors are able to show that not only do family businesses make significant impact in the areas of economic activity and job growth, but they also provide a large portion of the revenue stream for families and communities.  The authors suggest that family businesses should be encouraged to enhance their identity as such and work towards assuring increased support for their activities.  Cooperative Extension is uniquely positioned by our roles and contacts to be an important facilitator in increasing the understanding of family businesses as well as being an educator to such businesses. 

Overview.  Although everywhere, the family business is often little understood for its role.  Instead there are a variety of myths about them.  Three of the myths include that: (1) they do not generate much revenue; (2) they do not employ many people; and (3) they are not a good way to acquire wealth.  Using data from the 1997 National Family Business Study, the article provides information about family businesses to show how significant they are in the U. S. economy.  In fact, they are key in the development of personal and family income and wealth and provide an important part of a community development program.  

Using a random sample of households from all 50 states, the study examined businesses that had been in existence for more than 1 year where the owner worked for a minimum of 12 hours per year, was involved in day-to-day management and resided with another family member.  

Results.  From the data, the authors developed several significant contributions that family businesses provide in three broad areas:

Economic impact

1. One out of every ten households owned at least one business.

2. Family businesses generated up to $1.3 trillion dollars of revenue each year.

3. Overall family businesses generated 50% of all U. S. business revenue.

4. Family business had a disproportionate impact on the economies of the Midwest and rural areas.

5. Family businesses dominated the agriculture, retail, wholesale, and distribution sectors of the economy.

Employment impact

6. Family businesses employed over 50% of the labor force of 69.5 million people.

Family Business: The Economic Benefits (continued)

Impact on family economic status
7. Business owning families have higher than average incomes and assets and their business accounted for approximately 50% of each.  

Summary.  Clearly family businesses offer important contributions to the economic health of the family and of the American economy.  Yet given the significant importance of this group, overall family businesses lack a group identity or an understanding by a large segment of the population of their significance.  Often family business owners themselves believe the myths about the role of family businesses and believe that operating such a business is a weakness rather than a strength.  

It is important that family business owners understand the important contributions they make to the economic system.  Although not evaluated in this study, other studies have found the family business also to be the starting point for a great deal of the new business activity.  They also form the foundation for a great deal of the U. S. philanthropy.  

So what are the next steps?  According to the authors creating a world where the contributions of family businesses are acknowledged will require:

1. understanding the significant role of family businesses

2. an emergence of self-identity

3. support of family business education and research

4. support of family business friendly policies.

Cooperative Extension is uniquely positioned to be an enabling force in shifting the position of the family business from one of weakness to one of strength.  
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