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Introduction 

 
As the United States economy faces challenges to its goal of continued growth, due to a record setting trade 

deficit (RBC Financial Group, 2005), research directed at factors that promote business survival has become 
increasingly important.  In free market economies, new and small businesses have long been recognized as a major 
source of jobs, economic flexibility and growth (Lussier & Pfeifer, 2001).  The survival of family businesses in the 
U.S. is especially relevant because of the large numbers of family-owned businesses and the contributions they 
make to the national economy (Heck & Stafford, 2001).   
 In 1990, over 90 percent of the 15 million businesses in the United States were family owned and 
controlled (Jaffe, 1990).  Family-owned businesses are major contributors to the nation’s Gross Domestic Product 
(GDP).  In 2002, over 60 percent of the GDP in the United States, which was over 10.4 trillion dollars 
(NationMaster, 2004), was generated by family-owned businesses (Loyola University Chicago, 2002).  Family 
businesses are major contributors, not only to income, but also to employment in the U.S.  In 2002, family-owned 
businesses accounted for 60% of total U.S. employment, 78% of all new jobs, and 65% of all wages paid (Delaware 
Family Business Center, 2003). 

Stimulating the number of new businesses is an effective way to address unemployment.  However, one of 
the major problems with new businesses is their high dissolution rate as only half of the business start-ups survive 
the first three years.  Hence, it is important not only to stimulate business start-ups, but also attempt to minimize the 
number of business dissolutions (Van Praag, 2003). It is therefore relevant and timely to investigate the factors that 
contribute to business survival and dissolution which may be of great interest to public policy makers who are 
striving to enhance economic viability. 

Using the data from the 1997 and 2000 National Family Business Survey (NFBS), the purpose of this study 
is to determine the factors that influence business longevity among family owned businesses in the U.S.  Specifically, 
the effects of business resources/constraints, type of business and manager/owner characteristics on business 
longevity were assessed.  For this study, business longevity is defined as being in operation for 3 years and 
dissolution included businesses that are no longer in operation and those that are in operation with a different owner.  
 

Review of Literature 
 
Business Survival 
 In the research literature on entrepreneurship, management and organizations, business survival is 
discussed within the context of business longevity, success, and performance.   For this paper, business longevity is 
used synonymously with business survival.  In order for a business to remain solvent, it has to not only sustain itself 
but also be successful in its venture. 
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  Stafford, Duncan, Danes, and Winter (1999) proposed a Sustainable Family Business (SFB) Model which 
has relevance to this paper because the model assumes that both family and business systems are viable social 
entities that can be studied separately or in combination.  While the SFB model provides a framework for 
understanding how resources, processes (e.g., decision making, planning, and control strategies), and achievements 
(e.g., objective and subjective measures of success such as profits and feelings of satisfaction) impact the 
sustainability of a business, the model can also be applied to the study of family sustainability or to a study of how 
actions in one sphere impact the ability of the other sphere to succeed.  The SFB model explains that some resources 
or constraints are associated solely with the business system and others are associated solely with the family system, 
while still others occur at the intersection of the family and business systems.  Each system responds to disruptions 
by transferring resources across systems at the interface of the family and business systems (Danes & Lee, 2004; 
Stafford et al., 1999). 
 Kalleberg & Leicht (1991) point out that business survival and success are considered to be distinct aspects 
of business performance.  For example, Blau (1984) observed that large firms were more likely to survive, but 
smaller companies were more profitable. In addition, survival and success were affected by different processes. 
Survival of newspaper businesses, for example, was related to institutional environmental factors such as political 
turmoil, while success was influenced more by task environmental factors such as number of skilled employees in 
the local labor market (Carroll & Huo, 1986). 
 Lussier (1995) developed a model using 15 variables including measures of capital, record keeping and 
financial control, industry experience, management experience, planning, professional advisors, education, staffing, 
product/service timing, economic timing, age of owners, partners, parents owned a business, minority and marketing 
skills to predict business survival and non survival.  It was found that staffing, education level, use of professional 
advice and planning were predictors of business success in the U.S. 
 Headd (2003) analyzed the U.S. Census Bureau’s Characteristics of Business Owners and determined 
business survival to be a function of the characteristics of the business and the owner.  Financing, being an employer, 
not being home based, having a good education, previous ownership experience, being an older owner, and having 
multiple owners signaled business survival by overcoming barriers.   
 
Business Manager Characteristics 
 Gender, age, and education.  A recent study based on family business panel data from 1997 to 2000 
(Winter, Danes, Koh, Fredericks, & Paul, 2004) analyzed the business owner-manager’s involvement over time and 
the continuation of the business over time. Even though the current study is examining the factors that affect the 
family business longevity, Winter, et al’s. (2004) findings are relevant in providing some direction in tracking 
family businesses over time.  
 Their findings indicate that the most important predictors of business survival were:  (1) the manager's 
perception of business success, (2) age of the business manager, and (3) gender of the business manager.  The more 
positive the manager was about the business in 1997, the more likely she or he would continue to manage the 
business in 2000.  For managers under age 42, the older the manager, the more likely he or she would continue as 
manager in 2000.  Female managers were 50 percent less likely to continue as managers after three years.  Education 
of the business manager had a positive influence on continued involvement in the business after three years, but the 
effect was not significant (Winter et al., 2004).  However, in a study by Gartner and Bhat (2000) there were no 
significant differences in business growth expectations between male and female owners. 
 One of the few studies that challenged the widespread belief that women-owned businesses have a higher 
failure rate than male-operated ones was a three-year study by Kalleberg & Leicht (1991).  Businesses operated by 
women in the food and drink, computer sales and software, and health industries were not any more likely to fail 
than male-operated businesses.  Kalleberg & Leicht (1991) attributed the difference to the factors of industry, 
company size and personal attributes.  The authors caution that a weakness of their study was their over sampling of 
successful businesses which could have introduced bias in their results. 
 The prevailing attitude in the entrepreneurship literature about the role of gender on business survival is 
that women who operate small businesses face barriers that originate from socialization practices (e.g., sex role 
stereotyping within the family), educational experiences (e.g., women prepare for work in the service sector of the 
economy), and lack of business contacts.  Business failures by women have been traced to type of industry, 
company size and personal attributes.  Women tend to open businesses in female-dominated industries such as retail 
sales and personal and educational services because these businesses are easier to start.  The problem with these 
industries is that because they are labor-intensive and subject to high levels of competition, these types of businesses 
are less profitable.   
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 Race. Gartner and Bhat (2000) found that the ethnicity of business owners was significantly correlated to 
growth expectations. In comparing mean scores among the various ethnic categories, it was found that the Whites 
were more optimistic than the Asian and Middle Eastern/Arab categories. Van Praag (2003) analyzed young white 
male business owners and determined that the young starters were more likely then the more mature ones to find 
better outside opportunities and thereby voluntarily exit.  Furthermore, the young starters were more likely to fail 
due to a lack of leadership or knowledge. 
 Health status.  The relationship between the health status of the business manager and business survival 
has not been established in previous research.  A significant relationship was observed between health of the 
business manager and perceived business success in the 1997 National Family Business Survey.  In the subset of 
husband-wife households, perceived business success was found to be higher when the manager was in excellent 
health (Masuo, Fong, Yanagida, & Cabal, 2001).    
 Business management skills.  Personal attributes, such as experience and management skills of a 
business manager can also contribute to the success or failure of a business.  Lack of experience and management 
skills have been identified as contributing to 9 out of 10 business failures (Humphreys & McClung, 1981; Schwartz, 
1976).   
 Littunen’s (2000) study focused on finding which networks at [check meaning: start-up situation] and early 
in life influenced the survival of new firms.  The findings indicated that internal networks within the firm created 
competitive advantage, innovation and efficiency.  Additionally, management based on team work was emphasized 
in firms that continued in business.  In a typical family enterprise, ownership, management and family were united 
in a single entity.  Dissolutions were often caused by uncontrolled risks.  A firm which dissolved after a successful 
start-up often tended to grow rapidly in the beginning, leaning on its product idea, but the rate of growth was too 
high as far as financing and the management of the firm were concerned.  In firms which closed the growth 
objectives were too ambitious compared with the resources of the entrepreneur. 
 
Business Types 
 Business survival and performance has been reported to be affected by business characteristics such as 
business age, size, industry sector, and location (Storey and Wynarczyk, 1996).  Previous research on home-based 
family businesses has established that home-based businesses located in rural areas earn less income (Rowe, Haynes, 
& Bentley, 1993).  Company size was a factor that influenced survival—the larger the business, the greater the 
chance of survival.  Several researchers observed that female-run businesses, because they tended to be smaller, 
were more exposed to a variety of liabilities than the larger businesses (Charboneau, 1981; Humphreys & 
McClung ,1981).  Because they are smaller, women-owned businesses have more trouble than larger businesses in 
raising capital, meeting government regulations, and competing for workers.  Winter et al. (2004), in their study of 
manager involvement over time, found a negative correlation between size of business and continued involvement, 
although the relationship was not significant. 
 Gartner and Bhat (2000) analyzed the relationship between business growth expectations and neighborhood 
factors.  Crime rates and neighborhood appearance were significantly correlated to the small business owners' 
expectations of future sales growth, while their perceptions of access to the neighborhood were not.  A number of 
firm characteristics (legal structure, business type, and firm size) were significantly correlated to the respondents' 
growth expectations. Sole proprietorships were less optimistic about growth than partnerships and corporations 
(Gartner & Bhat, 2000).  
 
Business Resources and Constraints 
 Family businesses that are an integral part of their community are better able to benefit from increased 
patronage by customers who live in their community.  This reciprocal relationship was part of the Enlightened Self-
Interest model of social responsibility (Besser, 1999; Besser & Miller, 2001).  When business managers participated 
in community affairs, the community, in turn was more likely to reciprocate by purchasing goods and services 
offered by these small businesses.  Increased sales translated into increased profits, which, in turn, enabled the 
business to survive (Besser, 1999; Besser & Miller, 2001).  

Previous studies have touched on general aspects of business growth within the family owned business and 
the effect of business resources on business survival or business performance. However, they did not include a 
model that took into consideration a number of factors such as business constraints including business problems, 
business cash flow problem, business debt that may influence business survival or business longevity.  Further, the 
effects of coping strategies and managerial activities on business longevity have not been studied in the family 
business literature.  The present study considered the above mentioned factors and included them in a model for 
business longevity. 
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Hypotheses 
 

The study used the Sustainable Family Business Model (SFB) as a conceptual framework (Stafford, et al., 
1999).  Based on the literature and theoretical framework, variables representing business manager characteristics, 
business types, and business resources/constraints in family owned businesses were selected as predictors of 
business longevity for two groups--businesses that survived and businesses that did not survive over a three year 
period.  The following two hypotheses were proposed:   
Hypothesis 1. Selected business manager characteristics, business types, and business resources/constraints will 
differ between those businesses that had longevity those that were dissolved. 
Hypothesis 2. Business longevity will be impacted by select variables that represent business manager 
characteristics, business types, and business resources and constraints.  
 

Methods 
 
Data and Sample 

The data for this study are from the 1997 National Family Business Survey and a follow-up survey in 2000.  
For the 1997 NFBS, a national probability sample of 14,000 listed telephone numbers was screened to identify 
households with a business manager.  Managers were either owners of a business or managers of a business to be 
inherited (Winter, Fitzgerald, Heck, Haynes, & Danes, 1998).  Of the 14,000 phone numbers, 1,536 households met 
the screening criteria.  To limit the sample to businesses with some permanency and those that were operated other 
than hobby purposes, business tenure and hours worked criteria were applied.  A household was eligible only if its 
manager was in the business for at least one year and she or he worked a minimum of 312 hours per year.  From the 
1,116 eligible households, 794 participated, for a response rate of 71.1 percent.      

Data for the current study consisted of a sample of 553 business managers who participated in both the 
1997 and 2000 surveys. Of the 553 family businesses, 421 businesses survived in 2000 and 132 businesses did not 
survive.  In the follow-up 2000 survey, 86.4% of the family businesses had fewer than 10 employees; 57.3% were 
sole proprietorships; and 33.1% were in business for 5 years or less.  Nearly all of the business managers in this 
study were non-minorities and 16.3% of the managers were women. About 47.2% were 40 years of age or younger; 
25.5% were college graduates; and 93.2% were married.  
 
Variables  

The dependent variable in the multivariate analysis was whether the business survived from 1997 to 2000 
under the same management.  Longevity was a dichotomous variable, where a "1" represented businesses that 
survived.  Fifteen independent variables were analyzed.  The SFB model as well as the relevant literature guided 
selection of the independent variables used in this study.  Independent variables based on 1997 information were 
used to predict the odds of business longevity in 2000.   

The independent variables, which were measured both in 1997 and 2000, were grouped into three 
categories: business manager characteristics, business types, and business resources/constraints.  Business manager 
characteristics included gender (male, female), age, education, race (white, non-white), health status (fair/poor, good, 
and excellent) of business managers, their management skills and coping strategies.  Business types included 
business size (number of non-family employees), home-based business (home-based or not), and location of 
business (farm/rural, urban). Business resources included self perceived business success and satisfaction with 
community support, whereas business constraints that the business managers faced included business problems, 
business cash problems, and total business liabilities. The variables included in the multivariate analysis were 
presented in Table 1. 

Business management skills were based on the extent to which business managers engaged in a set of 10 
business management activities (See Table 3).  Each management activity was rated from one to five (e.g., 1, not 
done and 5, done to a great extent) and summed.  Business coping strategies represented the extent to which the 
business manager used seven business strategies.  Each coping strategy was rated from one to five (e.g., 1, not done 
to 5, done to a great extent) and summed. 

Business resources/constraints were measured using five variables.  Perceived business success was self-
reported by the business manager.  This variable was rated on a 5-point Likert scale (e.g., 1, very unsuccessful to 5, 
very successful).  Satisfaction with community support also was rated on a 5-point scale (e.g., 1, very unsatisfied to 
5, very satisfied).  Business problems were measured by rating six items.  Each item was rated from 1, not a problem 
to 5, a major problem, and the ratings were summed.  Business cash flow problems were rated on a 5-point scale, 
with higher numbers representing more problems.  Total business liabilities were reported in dollars for 1996.   
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Analytical Procedures 
Descriptive statistics (means, frequencies) were calculated to compare the businesses that survived and 

those that did not, based on business manager characteristics, business types and business resources/constraints 
variables.  Cross-tabulations and t-tests were performed to determine differences between the businesses that 
survived and those that were dissolved.  A logistic regression was used to determine the variables that predicted the 
probability of business longevity in 2000 among family owned businesses.  Due to high inter-correlations among 
several of the independent variables, several variables were not included in the logistic regression model.  The SAS 
software, version 8.2, was used to estimate the model. 
 

Results 
 
Descriptive Statistics 

Descriptive statistics of the total sample were presented in Table 1.  All variables in Table 1 were included 
in the multivariate model. Of the 553 family owned businesses, 76.1% were in businesses that survived in 2000.  
The annual mean business income was $659,983 and median business income was $107,000.  The average number 
of non-family employees was 7.4 in the sample.  A majority (61.5%) of the 553 family owned businesses reported 
that their family businesses were home-based.   
 
Table 1  
Measurement of variables and sample characteristics (N=553) 

 
Variables 

 
Measurement 

Mean (Median) 
% 

Dependent Variable  
Business Longevity 1 if business still involved in 2000, 0 otherwise  76.1% 
Business Manager Characteristics  
Gender:   
     Female 1 if female, 0 otherwise 26.0% 
     (Male) 1 if male, 0 otherwise 74.0% 
Age Age of business manager (# of years) 46.7 (46.0) 
Education Education level of business manager 14.2 (14.0) 
Race:   
     Non-white 1 if non-white, 0 otherwise 95.7% 
     (White) 1 it white, 0 otherwise 4.3% 
Health status Rating of overall health (range 1-4, higher scores are less healthy) 1.7 (2.0) 
Business management skills Sum of items for managerial activities (b15a ~ b15j) managers take 

in 1996 (range 1-5, higher score means the activity is done to a very 
great ext.)  

31.2 (31.0) 
(range 12 ~50) 

Business coping strategies Sum of items for business coping strategies (b44a ~ b44g) managers 
take in 1996 (range 1-5, higher score means the activity is done to a 
very great ext.) 

17.3 (17.0) 
(range 7 ~35) 

Business Types  
Company size Total number of employees excluding manager 7.4 (2.0) 
Home-based:   
   Yes 1 if business in home, 0 otherwise 61.5% 
   (No) 1 1 if not in home, 0 otherwise 38.5% 
Location:   
   Farm/Rural 1 if located farm or rural, 0 otherwise 35.3% 
(Urban) 1 if located urban, 0 otherwise 60.4% 
Business Resources/Constraints  
Business success Overall business success in 1996 (range 1-5, 1 very unsuccessful, 5 

very successful).   
4.0 (4.0) 

Community support Satisfaction with community support in 1996 (range 1-5, higher 
scores are more satisfied) 

3.7 (4.0) 

Business problem Sum of items of business problems (b20a ~ b20f) managers face in 
1996   (range 1-5, higher scores are more problems) 

14.1 (14.0) 
(range 6 ~30) 

Cash flow problems Business cash flow problems (range 1-5, higher scores are less cash 
flow problems) 

4.1 (4.0) 

Business liabilities Total liabilities of business in 1996 
 

$328,578 (50,000) 

Note. 1 (    ) represents the reference group in the multivariate analysis.   
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Business managers, in general were male (74%), white (95%), about 47 years old and had 2 years of 
education past high school (14 years of schooling).  Managers reported their health as being good (1.7 on a scale 
from 1, excellent to 4, poor) and that their businesses were successful (4.0 on a scale from 1, very unsatisfied to 5, 
very satisfied).  Managers tended to engage in many of the 10 activities listed in the survey.  Their average business 
management score was 31.2, with a range from 12 to 50.  Cash flow was almost never a problem, since the average 
rating on this variable was 4.1, with a range from 1 (very frequently) to 5 (never).  
 
Business and Manager Characteristics  

Business and manager characteristics of the two groups (businesses that had longevity and those that 
dissolved) were compared in Table 2.  Of the total 553 family owned businesses, a little more than 1 out of 4 were in 
businesses that survived in 2000. The business managers in the business longevity group were significantly younger 
and were more likely to be male than those in the dissolved business group. Both groups had approximately the 
same amount of education (14 years) and very small proportions of each group were minorities. The business 
managers in the dissolved business group were significantly less healthy than those in the business longevity group. 
 
Table 2.  
Profile of businesses that had longevity or were dissolved 

 
Variables 

 
Business 

Longevity 
(n=421) 

 
Business 

Dissolution  
(n=132) 

 
Test Statistic 

t-test 

Business Manager Characteristics   
Gender:    
     Male 77.0% 64.3% χ2=8.24***

     Female 23.0% 35.7%  
Age 46.0 49.0 t=-2.29**

Education 14.3 14.0 t=1.28 
Race:    
     White 96.4% 93.2% χ2=2.57*

     Non-white 3.6% 6.8%  
Health status 1.7 1.8 t=-1.90*

Business management skills 31.1 31.2 t=0.07 
Business coping strategies 17.5 17.0 t=1.11 
Business Types   
Company size 7.1 8.4 t=-0.39 

Home-based:    
     Yes 60.6% 64.4% χ2=0.62 
      No 39.4% 35.6%  
Location:    
     Farm/Rural 38.5% 31.7% χ2=1.86 
     Urban 61.5% 68.3%  
Business Resources/Constraints   
Business success 4.1 3.8 t=4.22***

Satisfaction with community support 3.7 3.6 t=1.39 
 

Business problems 14.1 14.1 t=0.11 
Business cash flow problems 4.1 4.1 t=0.49 
Business liabilities $356,894 $222,956 t=1.24 

 
* P < .1   ** P < .05   *** P < .01 
 

The business longevity group had fewer employees than the dissolved business group (7.1 versus 8.4).  A 
larger proportion in the business longevity group lived in urban counties and managed their home-based family 
businesses. Among the business resources/constraints, only perceived business success was significantly different 
between the businesses that survived and those that did not survive. Other descriptive characteristics of the family 
business were not significantly different between the two groups.  The business longevity group had higher levels of 
perceived business success and they tended to be more satisfied with community support compared to the dissolved 
business group.   
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Business Management, Coping Strategies, and Business Problems 
Comparisons of business managerial activities, business coping strategies, and business problems between 

the business longevity group (n=421) and the dissolved business group (n=132) were presented in Table 3.  Only 
one of the ten items describing management activities were statistically significant between the two groups. The 
significant difference in management activities was found on the item analyzing customer satisfaction on a continual 
basis.  Surprisingly, business managers in the dissolved business group reported higher levels of management 
activity in analyzing customer satisfaction than those in businesses that survived. 

Business managers in businesses that survived reported higher mean numbers on the 6 out of the 7 items in 
the business coping strategies variable.  Of these six strategies, less sleep, reallocation of work, and hiring a 
temporary worker were significantly different between the two groups.  None of the six items describing business 
problems were statistically significant.  
 
Table 3.  
A Comparison of Management, Coping Strategies, & Business Problems between Business Longevity and Business Dissolution 
Groups 
 
Variables 

 
Longevity 
(n=421) 

 
Dissolution 

(n=132) 

 
Test Statistic 

t-test 
 
Business Management Activities: 

 
 

 
 

 
 

  Analyze customer satisfaction on continual basis 3.78 4.05 t=-2.00*

  Evaluate quality of services or product 4.18 4.32 t=-1.31 
  Plan advertising and promotions 2.86 2.43 t=0.89 
  Estimate costs and expense figures for business 3.69 3.70 t=-0.08 
  Prepare financial records 3.29 3.14 t=0.91 
  Deal with personnel issues 2.81 2.73 t=0.54 
  Evaluate employee performance 2.73 2.75 t=-0.13 
  Motivate workers to be better employees 2.81 2.69 t=0.76 
  Determine numerical objectives 3.15 3.06 t=0.66 
  Develop a written strategic plan 2.24 2.31 t=0.45 
Business Coping Strategies:    
  Others help in the business without pay 1.98 1.96 t=0.11 
  Defer or skip routine business demands 2.75 2.73 t=0.20 
  Get less sleep 2.83 2.62 t=1.66*

  Do more business tasks at home 2.92 3.13 t=-1.44 
  Take care of family responsibilities at work 2.94 2.84 t=0.78 
  Business work is reallocated temporarily 2.22 2.00 t=1.98**

  Hire temporary help for home or business 1.88 1.70 t=1.83*

Business Problems:    
  Assessing customer needs 1.89 2.05 t=-1.35 
  Pricing products or services 2.17 2.05 t=0.88 
  Finding qualified personnel 2.63 2.64 t=-0.06 
  Developing marketing strategies 2.29 2.25 t=0.28 
  State and local regulations and laws 2.58 2.58 t=0.01 
  Federal regulations and laws 2.55 2.47 t=0.52 

 
* P < .1   ** P < .05   *** P < .01 

 
Business managers in the business longevity group had higher ratings than their counterparts on assessment 

of customer needs, pricing products or services, and finding qualified personnel, items in the business problems 
variable.  However, none of these differences were statistically significant.  
 
Logistic Regression Results  

The factors that explained the probability of business longevity among the family owned business (χ2 

=52.938***) were identified in Table 4.  Among the selected business manager characteristics, gender was significant, 
indicating that female business managers were less likely to be involved in businesses that survived than were male 
business managers.  Compared to male business managers, female business managers were 63% less likely to be 
involved in the same business after 3 years. The odds ratio showed that as the age of business managers increased, 
the probability of longevity also increased.  Age and the age squared terms showed significant effects but in 
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different directions, suggesting that business longevity increased until a certain age, at which point business 
longevity began to decrease as the age of business manager increased. The business coping strategies variable was 
strongly associated with business longevity.  A one unit increase in the coping strategy variable increased the 
probability of longevity by 9%.  

None of the business characteristics had significant effects on the probability of business longevity.  Of the 
5 business resources and constraints variables, only perceived business success had a significant influence on the 
probability of business longevity.  For business managers with higher levels of perceived business success, the odds 
were that they would be in the same business in 2000.  However, none of the business constraint variables 
significantly influenced the probability of business longevity.  
 
Table 4.   
Logistic Regression Model for Business Longevity (N=553) 

Coefficients 
 

Beta SE OR 
Business Manager Characteristics   

Gender:    
     Female -1.0909*** 0.3970 0.366 
     (Male)    
Age 0.1980** 0.0930 1.219 
Age squared -0.00237*** 0.000931 0.998 
    
Education -0.0114 0.0736 0.989 
Race:    
     Non-white -0.2178 0.8724 0.804 
    (White)    
Health status -0.2008 0.2418 0.818 
Business management skills 0.0248 0.0209 1.025 
Business coping strategies 0.0819** 0.0413 1.085 
Business Types    
Company size -0.00684 0.00452 0.993 
Home-based:    
     Yes 0.4521 0.3698 1.572 
      (No)    
Location:    
     Farm/Rural -0.0815 0.3550 0.922 
    (Urban)    

Business Resources/Constraints   
Business success 0.7269*** 0.2258 2.069 
Community support 0.2282 0.1509 1.256 
Business problems -0.00822 0.0314 0.992 
Business cash flow problems 0.1369 0.1460 1.147 
Business liabilities 2.288E-7 3.002E-7 1.000 
 
Equation Log Likelihood = 254.489 
χ2 =52.938*** 

 

 

 * P < .1   **P < .5   ***P < .01    
 

Conclusions and Implications 
 

The results of this study have implications for business owners, future entrepreneurs, financial institutions, 
communities, and policy makers.  Special attention has to be directed towards the variables that were significant in 
predicting business longevity in order to prevent businesses from dissolution.  Financial institutions involved in new 
business ventures might benefit from understanding the determinants of business longevity when considering loan 
applicants.  For policy makers and government officials interested in enhancing economic viability through business 
growth and longevity, a number of insights can be gleaned from this study. 

First, in the chi square analyses, it was found that having good health, home-based business, and perceived 
business satisfaction led to business longevity.  These findings were supported in the economics literature on human 
capital theory (Becker, 1993) of the role that the health of a business manager can play in generating money income.  
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Additionally, Masuo et al. (2001), in their study of family-owned businesses, found that excellent health of the 
business manager was positively and significantly related to higher levels of perceived business and family success.  
Healthy managers are probably more productive and effective in the business and to their families.   

It was encouraging to note that home-based businesses tend to survive longer.  Entrepreneurial endeavors 
that integrate business outcomes with personal happiness and fulfillment enjoy business longevity.  Moreover, 
families that are able to merge the family and business domains seamlessly and take advantage of the unique 
characteristics of a family in business tend to be successful and survive longer.  Potential entrepreneurs must 
carefully consider the implications of a home-based business, their managerial style and how and when family 
members will participate in the business before starting a business.  

The perceived business success variable was found to be significantly related to business longevity in cross 
tabulations and the multivariate logistic regression analyses.  For example, business managers who have higher 
levels of perceived business success were 207% more likely to be in the business longevity group than in the 
dissolved business group.  Perceived business success is a subjective rating by business managers, hence some 
prudence is needed when considering the impact of this variable.  The measure does not provide any numerical 
guide to distinguish longevity from dissolution.   
 The results of the multivariate logistic regression analyses indicate that female business and young 
manager-owners were less likely to have business longevity.  Barriers that prevent female business owners from 
succeeding must be identified and removed in the hopes that businesses managed by both females and males can 
remain viable. Improving business training and development, mentoring, tax incentives, and community support for 
business owners, especially female and young owners, should be seen as an important stimulus to enhancing family 
businesses.   

The findings from this study have increased the understanding of how resources and constraints, processes, 
and subjective measures of success influence business longevity in family owned businesses in the U.S.  The 
challenge for family business practitioners and educators is to translate these findings into lay terms for use by small 
and family owned businesses, so that unlike what Janjuha-Jivraj and Woods (2002) have observed, family 
businesses can survive beyond their first year in business. 
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