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An issue often raised in family business studies is that
only about a third of family businesses make it to the
second generation. Often, the implication is that owners
have not adequately prepared for succession.

This study examines another explanation for the two-
thirds that don’t make it to the next generation: the
owner chooses to leave the business. This study
examines factors that may be associated with why
owners choose to leave or stay in the business. This is
an important issue given research has shown that the
owner-manager plays a major role in family businesses
and that others highly depend on them (Feltham,
Feltham, & Barnett, 2005). Owner-managers can
establish and sustain entrepreneurial values (Sorenson,
2015); have an impact on both devotion and
performance in their firms (Kidwell & Kloepfer, 2018);
and manage conflict (Sorenson, 1999).

Two issues that are important to the success of family
businesses are owner-manager satisfaction and
intention to exit the firm (Khanin, Turel, & Mahto, 2013).
These individual psychosocial outcomes are important
for family business owners and their firms for many
reasons. One reason is that family firms are
characterized by a concern for family relationships and
succession (Poza, 2007). Cooper and Artz (1995) posit
that an entrepreneur’s level of satisfaction might be
viewed as a fundamental measure of performance.
Furthermore, an owner’s level of satisfaction may
influence relationships with employees and customers
and decisions regarding investing more time and
resources in the business or even closing or leaving the
firm (Cooper & Artz, 1995).

Cooper and Artz (1995) also state that, “satisfaction is
clearly a fundamental measure of success for the
individual entrepreneur” (p. 440). In addition, as
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organizational leaders play a decisive role in shaping
their firms’ strategic directions and outcomes (Ghosal &
Lovas, 2000), owner-manager satisfaction and
intentions to exit may ultimately impact firm
performance, survival, and transitions within family firms
(Cooper & Artz, 1995, Sadler-Smith, 2004).

Although an owner-manager’s level of satisfaction and
expressed intentions to exit the family firm would appear
to be critical, they have rarely been included as either
independent or dependent variables in research efforts
pertaining to family firms. A notable exception is the
study by Boles (1996), which examined owners’
satisfaction and intentions to remain with their firms.
Another exception is that satisfaction has been included
with respect to the succession process in some models
and studies (e.g., Sharma, Chrisman, & Chua, 2003;
Morris, Williams, Allen, & Avila, 1997). Most recently,
Khanin et al. (2013) examined how to increase job
satisfaction and reduce turnover intentions from a family-
business embeddedness perspective.

To further investigate determinants of satisfaction and
intentions to exit for family firm owner-managers, we
explore both individual and firm level variables. The
individual level variables include ownership experience,
whether the owner was the founder of the business, and
the owner-manager’s age. The firm-level variables
include succession planning, the degree of conflict in
the business, firm profitability, and firm size.

The rest of the paper proceeds as follows. First,
literature pertaining to different determinants of
satisfaction and intentions to exit for family firm owner-
managers is reviewed. Hypotheses pertaining to the
relationships between determinants of satisfaction and
intentions to exit for family firm owner-managers are
then developed. Next, the methodology used to test our
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hypotheses is presented. Results from the analyses are
then presented. The paper ends with a discussion of the
implications from our findings along with a discussion of
the limitations associated with our study and future
research directions.

THEORETICAL BACKGROUND

Person-organization Fit

An underlying problem facing many family firm owner-
managers is maintaining a good fit with their firms over
time. The concepts of fit and contingency are found in
numerous theories across management disciplines.
Within the field of organizational behavior, one of the
dominant streams of research is Person-Organization
Fit (P-O fit). P-O fit research focuses on the dimensions
and consequences of compatibility between people and
their jobs or the organizations in which they work
(Kristof, 1996). A fundamental tenet of this approach is
that both individual and firm level factors should be
incorporated and when there is congruence between
relevant individual and organizational factors,
individuals will experience better outcomes (Kristof,
1996). In P-O fit studies, employee outcomes often
include job satisfaction, stress, intentions to exit/remain
and turnover (e.g., Chatman, 1991; O’Reilly, Chatman &
Caldwell, 1991) among others. These outcomes are
contingent, in part, on key facets of the employee and
the firm.

Increasingly, researchers have espoused the potential
benefits of extending the traditional P-O fit approach
from employees in large established firms to
entrepreneurs and owner-managers in entrepreneurial
contexts and SMEs (Baron & Markman, 2003; Brigham
& De Castro, 2003). With respect to family business,
Dyer (1994) argues that incorporating more
organizational behavior approaches and variables can
add much to the understanding of the dynamics of
family firms. Morris et al. (1997) propose that to
understand the succession process, greater attention
should be given to the complex human interactions and
levels of satisfaction that occur within family businesses.
The identification and analysis of key variables which
could be employed to assess the congruence between
the individual owner and their organization has yet to be
thoroughly explored in the family business literature.

Thus, following a P-O fit perspective, we take an
important first step by identifying and testing the
relationship of several individual and firm level variables
on the dependent outcomes of owner-manager
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satisfaction and intentions to exit their firms. Specific
hypotheses are developed below.

Hypotheses
Characteristics of the Owner

As mentioned above, based on previous studies that
examined similar dependent variables (e.g., Cooper &
Artz, 1995; O’Reilly et al,, 1991), we theorize that
ownership experience, whether the owner was the
founder of the business, and owner’s age will affect an
owner’s level of satisfaction and intentions to leave their
firm.

Research on owner-manager experience has suggested
that owner-managers who stay in one business may
eventually plateau and devote their energies to activities
outside of their business (Malone and Jenster, 1992).
This research suggests that the more businesses an
owner-manager has been involved with, the less likely
they are to plateau, which may affect both their level of
satisfaction and their intentions to exit their current firm.
Research has also argued that work experiences in an
entrepreneur’s prior firm shape both the entrepreneur’s
competence and commitment to the entrepreneurial role
(Sorenson & Phillips, 2011).

In addition to this research, an argument can be made
that owner-managers who have worked in more than
one business and thus have experienced life on the
other side of the fence may also not be as susceptible to
the notion that the grass is always greener on the other
side of the fence, thus increasing their level of
satisfaction and decreasing their intentions to exit their
current firm. This additional business experience may
also make them more keenly aware of both the benefits
and costs of exiting a firm. Based on this reasoning the
following hypotheses are put forth.

Hypothesis 1a. Owner-managers with more
experience have higher levels of satisfaction.

Hypothesis 1b. Owner-managers with more
experience have lower intentions to exit.

Regarding differences between founders and non-
founders, research has also suggested that founders
may have different attitudes towards their firms than non-
founders and may experience acute role conflict as their
firm’s mature (Dobrev & Barnett, 2005). Specifically,
Dobrev and Barnett (2005) argue that effects of role are
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contingent on the founder’s charismatic identity, and the
decoupling of this identity from the organization as it
grows and ages. Founders often have stronger identity
and emotional bonds to their firms than non-founders
(e.g., Hoang & Jimeno, 2010), which may lead to
greater satisfaction and lower intentions to leave.
Based on these arguments the following hypotheses are
put forth.

Hypothesis 2a. Founders have a higher level of
satisfaction than non-founders.

Hypothesis 2b. Founders’ intentions to exit are lower
than non-founders.

Currently, little research has examined the effect of age
on owner-manager satisfaction and intentions to exit
family businesses. Marshall et al. (2006) found a
positive relationship between owner age and formal
succession planning in family firms. This suggests that
there may be a relationship among owner-manager age
and thinking about stepping aside and leaving the family
firm. Furthermore, Kooij et al. (2011) conducted an
extensive literature review and performed a meta-
analysis to investigate the relationship between age and
work-related motives. Results from their study showed a
significant positive relationship between age and
intrinsic motives, and a significant negative relationship
between age, strength of growth, and extrinsic motives.
Based on their extensive literature review and results
the following hypotheses are put forth.

Hypothesis 3a. As owner-managers get older their
level of satisfaction will increase.

Hypothesis 3b. As owner-managers get older their
intentions to exit will increase.

Characteristics of the Firm

Succession is major challenge for family businesses
and successful successions are rarely smooth
(Astrachan, 2019). Complicating this is that many
potential successors of family businesses forgo joining
the family business at first, so they can become
entrepreneurs themselves (Kammerlander & Leitner,
2018). Previous research has examined satisfaction
related to the succession process (Sharma, Chrisman,
Pablo, & Chua, 2001; Sharma et al., 2003) and having a
succession plan in place could influence an owner’s
intention to exit or remain with the firm - as a plan may
set a date for transition that is not continually pushed
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back. Specifically, Sharma et al. (2003) found that
satisfaction with the succession process in family firms
is enhanced by succession planning, the incumbent’s
propensity to step aside, the successor’s willingness to
take over, agreement among family members to
maintain family involvement in the business, and
acceptance of individual roles. Based on this research
the following hypotheses are put forth.

Hypothesis 4a. Having a succession plan in place will
increase an owner-managers level of satisfaction.

Hypothesis 4b. Having a succession plan in place will
increase owner-managers intentions to exit.

Conflict is an important variable in many family business
studies (Poza, 2007, Sorenson, 1999) and would
appear to be linked to the individual outcomes at hand.
Sorenson (1999) found that family businesses have a
more complex set of issues to consider when managing
conflict than non-family businesses. Research that has
specifically examined whether conflict in family
businesses significantly affects job satisfaction of
owners as well as their propensity to seek a new line of
work has produced mixed results. Although Kwan, Lau,
and Au (2012) did not find a link between family-to-work
conflict and business owner satisfaction in Chinese
family businesses, research by Boles (1996) suggests
that work-family conflict can significantly affect job
satisfaction of owners as well as their propensity to seek
a new line of work. In the current study we theorize that
work-family conflict can significantly affect job
satisfaction of owners as well as their propensity to seek
a new line of work. Specifically, the following
hypotheses are put forth:

Hypothesis 5a. Higher levels of conflict will decrease
owner-managers level of satisfaction.

Hypothesis 5b. Higher levels of conflict will increase
owner-managers intentions to exit.

Firm performance has been included in previous studies
when looking at individual predictors of owner
satisfaction (Brigham, De Castro, & Shepherd, 2007;
Cooper & Artz, 1995) and intentions to exit (Brigham et
al., 2007). This research suggests that profitability has a
positive effect on owner-manager satisfaction and
decreases an owner-manager’s intention to exit the firm.
Based on this research the following hypotheses are put
forth:
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Hypothesis 6a. Higher levels of profitability will
increase owner-managers level of satisfaction.

Hypothesis 6b. Higher levels of profitability will
decrease owner-managers intentions to exit.

Research on firm size has indicated that size affects
several different organizational factors such as structure
(Ford and Slocum, 1977), innovation (Damanpour,
1992), strategy and performance (Smith, Guthrie, &
Chen, 1989). Currently however, little research has
examined the effect of family firm size on owner-
manager satisfaction and intentions to exit family
businesses. Based on results from prior research that
has examined the effect of size on several different
organizational factors, strong arguments can be made
that an increase in size could increase or for that matter
decrease an owner-managers level of satisfaction and
intentions to exit. From an exploratory perspective, we
theorize that as organizations get larger the bond owner-
managers have with their businesses grows leading to
increased satisfaction and lowering their intentions to

exit. Specifically, the following hypotheses are put forth.

Hypothesis 7a. As a firm’s size increases, owner-
managers level of satisfaction increases.

Hypothesis 7b. As a firm’s size increases, owner-
managers intentions to exit will decrease.

Methods

Sample

The initial data used in this study was collected in the
United States between 1997 and 1999. Data were
gathered in two ways. First, using the Internet,
Chambers of Commerce were identified from cities
across the U.S. and businesses from those cities were
randomly selected to participate and were contacted by
telephone. If theirs was a family business, they were
asked to complete the survey. Twenty percent returned
a completed survey. Second, for class credit, students
asked family business owners to complete
questionnaires about their businesses. Seventy percent
of those business owners contacted by the students
agreed to complete the questionnaires. The use of
student informants to identify rare populations has been
used in previous entrepreneurship research (Stewart,
Watson, Carland, & Carland, 1999). This type of mixed
sampling procedure has been used in other studies of
family businesses (e.g., Marshall et al., 2006, Sorenson,
Folker & Brigham, 2008). The total original completed
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database consisted of 393 (182 student identified, and
211 telephone identified) businesses.

In 2002, a follow up study on these firms that had
completed the original survey was conducted. Through
multiple contacts (both mail and phone), 211 of the
follow up questionnaires were received. All the variables
included in models for this study were measured at this
second data collection point. Additional contacts by
mail, telephone, and the Internet verified that some
businesses were no longer available for contact. To test
the hypotheses, it was necessary to further refine our
sample. We used responses to ensure that our sample
of firms met a definition of a family business. Following
Poza (2007), we included only firms where at least 15
percent of the ownership of the business was held by
the family and the family firm owner-manager had
ownership in the firm and was involved in the day-to day
management of the firm. Furthermore, we removed all
firms that did not have at least one full time employee in
addition to the owner and had less than 250 full time
employees. This meets the accepted definition of a SME
and left 155 owner-managers on which the analyses in
this study were conducted.

Variables and Measures

Several of the variables and measures used in this
study were used in previous P-O fit studies examining
similar dependent variables. Additionally, where
possible, we followed the approach of Brigham et al.
(2007). For comparative purposes we have reported
the reliabilities from that study where appropriate.

Dependent variables

Satisfaction. This was measured using a scale of “facet
free job satisfaction” developed by Quinn and Staines
(1979, p. 205). They define satisfaction as an “affective
reaction to the job,” and this established measure is
described fully in the Handbook of Organizational
Measurement (Price & Mueller, 1986: 220-223). The
scale consists of five items scored on a Likert-type scale
and possible scores range from 5 to 25. For ease of
comparison to other studies using this measure, we use
and report the summed score for all five items. This
measure was employed by Brigham et al. (2007) who
reported that alpha = .75. For the present study, alpha =
75.

Intentions to Exit. This was measured using four items,
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each scored on a 7-point Likert-type scale. These items
were employed by O’Reilly et al. (1991), who reported
that a Principal Components Analysis yielded a single
factor. Examples of items are: “If you have your own
way, will you be working for this organization three years
from now?” and “How long do you intend to remain with
this organization?” Since the response scales varied by
item, we used the average of the summed z scores for
the four items. This measure was employed by Brigham
et al. (2007) who reported that a = .76. For the present
study, a = .68.

Independent Variables

Owner’s age. This was measured in years and the
natural log transformation of this number was used.

Ownership experience. This variable was included with
a single item, which asked the respondent the number
of businesses they had previously founded, purchased
or inherited over their career (Brigham et al, 2007).

Founder of the family business. Founder was coded as
1 and non-founder was coded as 0.

Succession planning. This was measured through two
items: “Do you have a formal plan for developing a
successor in your business?” and “Have you developed
a formal plan for succession in your business?”
Responses to both questions were coded as 0 = no and
1 = yes. We summed the scores for both items and
divided by two. For the measure, alpha = .87.

Degree of Conflict. We measured this through three
items. An example stem question was “How much
anger is expressed among members of your business
during disagreements?” Responses to all three
questions were indicated on a five-point Likert-type
scale ranging from none to a great deal. We summed
the scores for all items and divided by three. For the
measure, alpha = .86.

Firm Profitability. This was indicated by a single-item
subjective measure of performance in which the
respondent was asked “Has your business earned
profits in the last five years?” Responses were recorded
on a four-point scale ranging from not in the last five
years to all of the last five years.

Firm Size. This was measured through the number of
full-time employees in the firm and the natural log
transformation of this number was used in the models.
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RESULTS

Means and Correlations

Means, standard deviations, and inter-correlations for
the variables used in the models are presented in Table
1 (See Appendix).

In general, the firms included in the study exhibit
characteristics we would expect from small established
firms. While the correlations between variables were
generally as expected, the highest correlation (-.63)
between satisfaction and intentions to exit merits
discussion. As expected from previous research,
Brigham et al. (2007) reported a similar correlation
(-.61), these two measures were significantly negatively
correlated. Despite the high correlation, they are distinct
constructs and are often included as dependent
variables in the same study (Brigham et al., 2007;
Kristoff, 1996).

Regression Models

To test the hypotheses, we followed the approach of
Brigham et al. (2007) and used hierarchical regression
analyses in SPSS. The results are reported in Table 2
(See Appendix).

Variables were entered in blocks to allow for a clear
demonstration of the additional variance explained by
different groups of variables. The first block, labeled
“Owner,” includes three individual-level owner
variables. The second block, labeled “Firm,” includes
the addition of four firm-level variables. Table 3 (see
Appendix) lists all the hypotheses that were supported
along with all the hypotheses that were not supported.

Discussion, Implications and
Limitations, and Opportunities for

Future Research

For the dependent variable satisfaction, the “Owner”
variables were generally poor predictors with only being
a founder of the family firm significantly associated with
greater satisfaction. The “Firm” level variables fared
better with two of the four being significant predictors.
Profitability was significant and positively associated,
while conflict was significant and negatively associated.
However, firm size and succession planning were not
significant. Thus, efforts to reduce conflict may help
owners to achieve greater satisfaction. However, while
succession planning is viewed as an important process
and outcome and for family firms, in this study it was not
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significantly related to higher owner satisfaction.

For the dependent variable intentions to exit, the
“Owner” variables were also generally poor predictors
with owner’s age being the only individual level variable
that was positively associated with greater intentions to
exit. However, “Firm” level variables were highly
influential with all but succession planning being
significant predictors (three out of four variables). Both
firm size and profitability were significant and negatively
associated as expected. Conflict was significant and
positively associated.

Implications for Owners

The major implications for owners from this study are
that firm-level variables may add potential

underlying explanations for failure of family firms to
transition to future generations (Zahra & Sharma,
2004). Previous research has focused largely on
succession planning to remedy failed transitions. These
results suggest that other remedies ought to be
considered. For example, low profitability and high
conflict accounted for a sizable portion of variance in
explaining low satisfaction and intentions to exit. Thus,
owners, researchers and consultants might focus on
fundamental issues relative to making family firms
profitable as one basis for promoting transitions.
Focusing/maintaining firm growth may be another basis
for promoting transitions. Another area of focus would
be promoting management practices such as
collaboration to reduce conflict (Sorenson, 1999).
Owner-managers focusing time on living a healthy
lifestyle might also help curb some of the effects of
aging and facilitate a smoother transition.

Limitations & Opportunities for Future Research

This study, as with all studies, has several limitations
and opportunities for future research. First, we focused
on owner-managers of small family firms. Care must be
taken in generalizing our results. Second, we
investigated intentions rather than behavior. Although
there appears to be a strong link between the strength
of an intention and subsequent behavior (Azjen, 1991)
and significant associations between intentions to exit
and actual turnover have been demonstrated in the P-O
fit literature (Chatman, 1991) and for owners of SMEs
(Brigham et al., 2007), we must acknowledge that other
factors can intervene between intentions and behavior.
Such investigations of behavior will require longitudinal
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designs. Also, our research design does not establish
causality, so caution should be taken not infer more than
associations between variables.

Third, as is often the case with field survey studies, it is
impossible to rule out common method bias. Same
source bias is more common in certain types of
questions than others even within the same self-
reported instrument (Crampton & Wagner, 1994). ltems
asking for demographic information seldom exhibit
effect-size inflation and more concrete constructs may
be less susceptible than more abstract constructs
(Podsakoff & Organ, 1986). Many of the items in this
study are demographic or factual in nature. Also, great
care was taken in the questionnaire to reduce all
sources of bias possible through question creation, and
ordering.

Finally, while we identified several individual and firm
level variables that were significantly associated with
the outcomes of interest, this study did not actually
assess the fit or congruence between individual and firm
variables. Future research could build on our initial
study and identify how these and/or other variables may
interact to further explain the outcomes of interest.
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Appendix
TABLE 1

Means, Standard Deviations, and Correlations?

Mean s.d. 1 2 3 4 5 6 7 8 9

1. Satisfa20.83 4.80
ction

2. 2.04 1.18 -.63**
Intention
to Exit

3. .55 .50 15 12
Founder

4. Owner1.30 1.95 14 -.06 a2
ship Expe
rience

5. Owner51.35 10.50 .09 20" 23** -.08
Age

6. Full20.23  33.47 .13 -.18* -.18* .04 .01
time Emp
loyees

7. Firm Pr3.16 .92 32* =34 -1 -.02 -.05 16"
ofitability

8. Succe.24 41 16 -.20" -14 -.07 .05 .04 16
ssion
Planning

9. 2.65 .82 -.24** .18* -17* .02 -.01 .18* -.14 -.15
Conflict

¥ n=155
** Correlation is significant at the .01 level (2 tailed).

* Correlation is significant at the .01 level (2 tailed).
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TABLE 2

Results of Hierarchical Regression Analysis: Satisfaction and Intentions to Exit.

Satisfaction Intentions to Exit

Owner Firm Owner Firm
Variable
(Constant) 14.74 11.80 -2.04 -1.65
Founder 1.17 1.60* a2 .03
Experience 32 34 -.02 -.25
Age (Ln) 1.09 1.03 51 54*
FTEs (Ln) 53 -13*
Profitability 1.44*** -.18**
Succession 1.14 -.20
Planning
Conflict -1.16* A7
R? .039 214*** .042 .230***
Adjusted R? .020 177 .023 193
R? Change .039 A75%* .042 .188***

Unstandardized Beta Coefficients are reported (Following Aiken & West, 1991).

n=155

*k*k

significant at p < .001

*%

significant at p < .01

*

significant at p < .05
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TABLE 3

Page 11

Hypotheses that were supported

Hypothesis 2a.
Hypothesis 3b.
Hypothesis 5a.
Hypothesis 5b.
Hypothesis 6a.
Hypothesis 6b.

Hypothesis 7b.

Founders have a higher level of satisfaction than non-founders.

As owner-managers get older their intentions to exit will increase.

Higher levels of conflict will decrease an owner-managers level of satisfaction.
Higher levels of conflict will increase owner-managers intentions to exit.
Higher levels of profitability will increase owner-managers level of satisfaction.
Higher levels of profitability will decrease an owner-managers intention to exit.

As a firm’s size increases, an owner-managers intention to exit will decrease.

Hypotheses that were not supported

Hypothesis 1a.
Hypothesis 1b.
Hypothesis 2b.
Hypothesis 3a.
Hypothesis 4a.
Hypothesis 4b.

Hypothesis 7a.

Owner-managers with more experience have higher levels of satisfaction.
Owner-managers with more experience have lower intentions to exit.

Founders intentions to exit are lower than non-founders.

As owner-managers get older their level of satisfaction will increase.

Having a succession plan in place will increase owner-managers level of satisfaction.
Having a succession plan in place will increase owner-managers intentions to exit.

As a firm’s size increases, an owner-managers level of satisfaction increases.
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