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T H E O R Y  N O T E

A Four Factor Model: A Guide to
Planning Next Generation
Involvement in the Family Firm
Eleni T. Stavrou

The involvement of and the reasons for the involvement of offspring in their parents’ firms can
significantly affect the firm’s future. In this paper, a conceptual model is presented that explains the
decision process through which the most suitable level of involvement for the next generation in the
firm may be assessed. The decision process involves four factors: family, business, personal, and
market. These factors set the context for managing intergenerational transitions in family firms.

Introduction
The involvement of the next generation in a fam-
ily business can have dramatic consequences for
the continuity of the firm. Careful management
planning can attract new leaders who can help
regenerate the firm and bring in new ideas (Ward,
1987). Research, however, does not demonstrate
great attention to planning for and managing the
entry and careers of the next generation in the fam-
ily business. For example, Astrachan and Kolenko
(1994) report that nearly half of all family busi-
nesses with revenues of more than $1 million do
not have written employee manuals, compensa-
tion plans, job descriptions, or formal employee
reviews. Only 16% have written requirements for
family members who wish to enter the business.

Decisions about the role of the next genera-
tion tend to be emotionally loaded and therefore
avoided by the majority of family businesses
(Lansberg, 1991). From the perspective of the heirs,
that decision is part of a long-term process that starts
early in their lives (Christensen, 1953; Davis, 1968;
Longenecker & Schoen, 1991; Trow, 1961). It is
connected to three levels of offspring involvement
in the firm. The first level, called pre-entry, involves
offspring in the firm through family discussions,
volunteer work or part-time employment while
growing up. The second level, entry, entails the full-
time employment, often in a managerial position,
of offspring in the family business. And, the third

level, called succession, entails the appointment of
offspring to the leadership roles and responsibili-
ties of their parents in the business.

Heirs can demonstrate the full potential of
their management and leadership skills during the
second and third levels of involvement. If they do
not participate in these levels, they may miss that
chance and if they do participate but do not pos-
sess such potential, the business will suffer. How-
ever, the decision to join is not a simple one; it
involves multiple factors and considerations.
Therefore, I have proposed a decision process that
young adults and their parents can use to deter-
mine the most suitable level of involvement, if any,
for the next generation in the firm.

This decision process takes place somewhere
between levels one and two of the intergenerational
transition decision model (see Figure 1). Offspring
usually make their decisions sometime between age
18 and 28 (Birley, 1991; Handler, 1989;
Longenecker & Schoen, 1991; Ward, 1987). In
fact, even though most offspring first become in-
volved in the family business around age 13, many
do not seek full-time employment until age 21
(Mass Mutual, 1993). And, where previous genera-
tions employed in family businesses have been pre-
pared for their roles primarily through on-the-job
training (46%), the current generation is strongly
encouraged to get a college education (Mass Mu-
tual, 1993).
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In reaching their decisions, offspring take into
consideration many complex and inter-related is-
sues. I have identified a number of these issues
after conducting a comprehensive review of the
literature of family firms and holding two focus
groups (see Appendix) with students from the
George Washington University business school
(Stavrou, 1995). Focus group participants were
between 18 and 28 years old and were working
toward either an undergraduate or a master’s de-
gree. All had parents who owned and managed
businesses.

By using a q-sort analysis of the issues, I iden-
tified four factor groupings: business, family, per-
sonal, and market factors. The family factor in-
volves behavior resulting primarily from being
part of a family and participating in its dynamics,
values, relationships, needs, and desires. The busi-
ness factor comprises behavior related to interest
in the business operations and practices. The per-
sonal factor pertains to behavior that results from
individual needs, goals, skills, and abilities. Fi-
nally, the market factor relates to behavior regard-
ing employment opportunities in the business
community.

The groupings were then refined and veri-
fied with the assistance of three academics who
are experts in the field of family business. These
experts completed a survey of the definitions of
the factors and the issues selected from the lit-
erature review and the focus groups (Stavrou,
1995). By exploring these factors, an attempt was
made to provide a comprehensive classification
of issues that offspring can consider when de-
ciding whether to join and/or take over the fam-
ily business. Each of these factors is explored in
this paper.

The Personal Factor
An appropriate and satisfactory occupational
choice can be reached only when a person consid-
ers his or her capabilities, interests, and goals
(Ginsberg, Ginsburg, Axelrad, & Herma, 1951).
Entry-level and advanced career decisions need
to be consistent with an individual’s goals, abili-
ties, and desires. Eckrich (1993), in his study of
the offspring of family business owners, suggests
that choosing an occupation and eventually gain-
ing independence is a necessary process in the for-

Firgure 1. Intergenerational Transition Decision Model
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mation of a healthy identity. In turn, offspring may
choose to work first outside the family firm to dis-
cover their interests as well as gain credibility and
self-confidence in their abilities (Barach, Gantisky,
Carson, & Doochin, 1991; Goldberg &
Wooldridge, 1993).

Working outside the family firm also gives
potential successors insight into the difference
between working for someone and being one’s own
boss (Cory, 1990). Such perspective can be invalu-
able in understanding one’s place in the family
business. Ward (1987) claims that outside experi-
ence, regardless of the job, is crucial because it
gives offspring who join the family firm experi-
ence in developing new strategies, adding formal
management systems, and building new manage-
ment teams in the business. Finally, working else-
where first may help offspring determine whether
their competencies and interests are compatible
with the needs of the family firm (Assacs, 1991).

Besides competencies and interests, other rea-
sons for which offspring join or don’t join the fam-
ily business may include the need for personal ful-
fillment, although that may negatively impact the
family firm. Keeping the firm in the family may
be a matter of personal pride (Christensen, 1963)
or may symbolize power and influence in the com-
munity (Frishkoff & Brown, 1993; Drucker,
1990). In addition, eventually taking control of the
firm may be the goal or may only be used as a
temporary platform for future career moves
(Ward, 1987). The anticipation of wealth can be
an irresistible lure, especially when offspring have
been raised in a luxurious lifestyle (Frishkoff &
Brown, 1993; Rosenblatt, de Mik, Anderson, &
Johnson, 1985).

Joining the family business for these reasons
may not serve the best interests of the business.
It is therefore important that all the personal rea-
sons for joining the family firm and choosing that
as a career path be carefully weighed against their
impact on both the firm and the individual.

The Business Factor
A desire to join the family business may come from
an interest in the firm’s products, markets, opera-

tions, and strategies (Birley, 1991). However, even
when such interests exist, offspring can be discour-
aged and eventually driven away when their opin-
ions are ignored. In fact, parent-owners often lack
confidence in the ability of their offspring, or any-
one else, to run the business. As a result, parent-
owners often keep company secrets and have dif-
ficulty delegating responsibilities to or asking for
input from their offspring or other employees
(Cory, 1990; Seymour, 1993; PR Newswire, 1986).
All this may contribute to an atmosphere that does
not welcome change, which can discourage young
adults from joining the business (Seymour, 1993).

The inability of owner-managers to share in-
formation and responsibility is often associated
with the lack of professional practices. In turn, lack
of professionalization may create uncertainty as
to the firm’s future, driving well-qualified offspring
from the family business. For example, Poe (1980)
suggests that because father-owners are too busy
to plan their exit, most family firms fail after the
owner departs. In addition, young adults may fear
that if they enter the business, they may become
jobless at age 45 or 50, once their parents have
stopped managing the firm (Cory, 1990).

Lack of professionalization may also indicate
a lack of explicit business strategies or effective
human resource management (Astrachan &
Kolenko, 1994; Welsch, 1993), such as manage-
ment selection criteria and mentoring programs.
When such systems and strategies are nonexist-
ent, it can confuse young adults about whether
they should enter or if they have the ability to
run the firm (Ward, 1987). On the other hand,
some offspring may see the need to profession-
alize the business and create effective systems as
an enticing challenge.

Finally, the intentions of young adults to join
and take over the family business may be influ-
enced by their potential decision-making power.
Sharing decisions provides a forum for the older
generation to impart its business philosophies and
the new generation to learn about leadership of
the firm (Ward, 1987). Sharing decisions also pro-
vides a forum for both generations to understand
each other’s viewpoints. Such shared decision-
making practices should begin when offspring are
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growing up, not when they are about to take over
the company. Longenecker and Schoen (1991)
support the usefulness of the familial relationship
in promoting an heir’s interest and knowledge of
the family business during childhood and adoles-
cence.

In summary, the degree of professionalization
and business preparedness for the next generation
needs to begin early enough to ensure sufficient
training and avoid a “no-win” situation for off-
spring. Moreover, the family can be very influen-
tial regarding the level and quality of their
offspring’s involvement in the family firm.

The Family Factor
Early interactions between parents and children
lead to needs within the child that can affect later
occupational choices (Eckrich, 1993). Further-
more, family values and traditions perhaps have
the greatest impact on young adults when they
make their initial vocational choices (Eckrich,
1993; Handler, 1989). Some family values may be
consistent, but others may be inconsistent with
those developed by the offspring or may limit po-
tential offspring’s effectiveness in the business.

Some researchers (Alcorn, 1982; Goldberg
& Wooldridge, 1993; Lansberg, 1991) have sug-
gested a possible connection between birth order
and an offspring’s involvement in the family busi-
ness. Specifically, firstborn and only children may
be more likely to join the family firm because they
are more eager to conform to the wishes of their
parents. Further, they tend to identify with and
copy their parents’ behavior (Goldberg &
Wooldridge, 1993). Closely connected to this is-
sue is sibling rivalry and the ability of siblings to
work together (Aronoff, Astrachan, Mendoza, &
Ward, 1987).

Gender issues present another issue. Daugh-
ters, even when firstborn, have not always had the
option to work in the family business. Even though
daughters have benefited financially, they have not
figured prominently in the running of the family
business (Lyman, Salganicoff, & Hollander,
1991). This situation may be related to antiquated
gender-biased notions about work and family re-

sponsibilities, involving boys raised to become the
breadwinners, whereas girls are raised to cook, sew,
and decorate the home (Forer, 1976).

Ethnicity also can affect offspring’s involve-
ment in the family business. Alcorn (1982) has
suggested a connection between the family’s eth-
nic background and the level of obligation off-
spring have to join the family firm. Similarly, off-
spring may or may not feel they have a choice
about their level of involvement in the business
(Birley, 1991).

In some situations, offspring may think they
are not wanted in the family business because of
parents’ failure to communicate otherwise (Danco,
1982; Ward, 1987). Or offspring growing up hear-
ing their parents complain about business prob-
lems may not want to enter the firm (Ward, 1987).

In other instances, parents may pressure their
offspring, even those who may not possess the
necessary skills, to join and manage the firm (Farhi,
1990; Nelton, 1991). Such pressure can create
resentment toward the business or the family and
affect the chances of succession within the busi-
ness (Goldberg & Wooldridge, 1993). To escape
the shadow and stigma of being the owner’s child,
heirs may deliberately establish a professional
reputation outside their parents’ company, or, if
they do join the firm, they may make radical
changes (Farhi, 1990) that could be detrimental
to the business.

Yet, in still other instances, offspring who want
to enter the firm, may be concerned about meet-
ing family expectations or having conflicts with
other family members (Handler, 1989; Rosenblatt,
et al., 1985; Ward, 1987). Conflicts may arise when
family and business roles become blurred
(Seymour, 1993). Research shows that many off-
spring feel they have an unreasonably heavy
workload and are receiving insufficient compen-
sation for their work (Rosenblatt, et al., 1985), all
of which can also create conflict. Then, too, be-
ing overworked and underpaid may be brought
on by offspring themselves, in an attempt to live
up to their parents’ expectations or to prove they
are not being favored (Jacobs, 1986).

Finally, working in the family business can
prohibit young adults from pursuing their inter-
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ests, thereby stunting their growth as individuals
and as professionals (Birley, 1991; Rosenblatt, et
al., 1985; Ward, 1987). For example, Handler
(1989) found that offspring between 17 and 28
years old tend to be overly involved with their fam-
ily. When these offspring are employed in the fam-
ily business, it can strain business operations as
well as family relationships. Handler also discov-
ered that most of those who entered their fami-
lies’ firms without having the chance to explore
other options during their young adulthood feel
cheated as well as frustrated and angry about the
opportunities they missed. The complexity of fam-
ily values and relationships and its effect on off-
spring can therefore greatly limit or enhance the
effectiveness of the next generation on the family
business as well as influence their career choices.

The Market Factor
Market conditions, such as the direction toward
globalization of the workplace, increased special-
ization of jobs, the creation of economic market
groups like the European Union, the transforma-
tion of Eastern Europe, the collapse of the Soviet
Union, a continuous increase in competition, and
the economic expansion of Asian countries, can
have an impact on the employment and career
plans of young family members (Gutteridge,
Leibowitz, & Shore 1993; Thomassen, 1992).

For example, some offspring, regardless of
their abilities to effectively manage the firm’s
operations, may join the family business to se-
cure a job during unpredictable times (Drucker,
1990; Ward, 1987). Today’s period is character-
ized by dramatic and seemingly unpredictable
change in the workplace, where emphasis is
placed on the globalization of firms and economic
times seem tougher than before (Louchheim,
1990; Wallum, 1993).

On the other hand, other opportunities may
lead young adults to choose employment outside
the family business. Specifically, a labor shortage
in Europe, especially among those 25 and younger,
is expected to become more severe. In Germany,
for example, that employment group is expected
to decrease annually by 3.5% (Gutteridge, et al.,

1993). Consequently, the recruitment and reten-
tion of valuable employees as well as of future lead-
ers in organizations may continue to be a key con-
cern throughout Europe. Therefore, offspring
involvement in or outside the family business may
be significantly influenced by other employment
opportunities available to them in the marketplace.

Finally, the stage of a particular industry’s de-
velopment also moves offspring toward or away
from the family business. For example, a growing
industry can provide diverse opportunities for ca-
reer development and company expansion.
Whereas a mature industry, with few opportuni-
ties for growth or diversification, may be less
worthwhile in terms of an investment in time and
energy.

The Four Factors
It would be impossible to include all the reasons
related to these four factors that have an impact
on offspring’s decisions about joining the family
business. It is intended, however, that the previ-
ous discussion could have provided a method of
categorizing information in the process of inves-
tigating the reasons that may influence the deci-
sions of family business members.

These four factors are neither mutually ex-
clusive of nor totally dependent on one another.
In other words, more than one factor may con-
tribute to the involvement of future generations
in the family business. Further, individual needs,
goals, skills, and abilities may be affected by fam-
ily dynamics, values, relationships, needs, and de-
sires. Family dynamics or personal goals also form
an offspring’s interests in or outside the operations
and practices of the family business. Finally, em-
ployment opportunities in the business commu-
nity may be ignored or pursued, depending on the
level of interest the offspring has in the family
firm’s operations and practices.

Combined, the four factors can serve as a
guide for researchers, practitioners, and family
business members when addressing and helping
future generations with their career choices.
These factors can also act as catalysts for creat-
ing clear employment, management develop-
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ment, and succession criteria. In fact, using such
criteria could help ensure that the needs, goals,
skills, and abilities of potential employees and suc-
cessors are compatible with the operations and
practices of the family business.

Moreover, a better understanding of the is-
sues may help family businesses and their advi-
sors distinguish more clearly what is best for the
business from what is best for the family by iden-
tifying common as well as different ground be-
tween the two systems. Understanding the issues
related to offspring intentions may also help fam-
ily members address the family dynamics associ-
ated with intergenerational transitions, separating
what is best for the family as a whole from what is
best for its individual members. As a result, off-
spring may be encouraged to reach their poten-
tial and find a suitable career, whether or not it is
in the family business.

Finally, the four factors may help offspring
define their individual goals, interests in the fam-
ily business, and relationships in the family, mak-
ing their decision about joining the family busi-
ness a little easier. Furthermore, they will have a
better chance of developing their skills and abili-
ties and be in a better position to evaluate market
opportunities and their desire to pursue them.

According to Danco (1982), outsiders are not
the only ones who fail to understand the nature
of families in business and their problems regard-
ing succession. These families are as much an
enigma to themselves as they and their firms are
to outsiders. Ultimately, unless offspring and their
families understand their offspring’s intentions and
aspirations regarding the firm, their actions could
lead to disillusionment and disappointment that
will threaten the relationships in the family and
the welfare of the business (Nelton, 1991).

Conclusion
This paper describes a process that uses a con-
ceptual framework that may be helpful to those
dealing with or addressing offspring involvement
in the firm and eventually succession. It provides
a comprehensive method for classifying the is-
sues that offspring might consider when decid-

ing on their involvement in the family business.
It also frames the crucial period during which an
initial decision is often reached by next-genera-
tion family members.

One can postulate that family considerations
play a very important role in the employment
intentions of family members and therefore the
operations of the family business. Furthermore,
business operations appear to influence the em-
ployment intentions and relationships of family
members. And the various market factors also
affect employment intentions of offspring. Fi-
nally, the needs, goals, and aspirations of the next
generation can influence their desire to seek
employment in or outside the family business.
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Appendix
Focus Group Review

The two focus group sessions explored the reasons why 18 to 28 year old university students join
or do not join their parents’ business. Each of the sessions involved four to six participants in an infor-
mal discussion with the researcher who had a prepared agenda. The sessions lasted approximately ninety
minutes, and were recorded with the permission of the participants and subsequently transcribed.

The researcher analyzed the transcribed responses by summarizing them into one sentence state-
ments, eliminating redundant information. Overall, the conclusions drawn from the focus groups
supported those found in the literature. The focus group participants, however, offered some addi-
tional reasons for which young adults would join or not join their parents’ business. These reasons are
shown in the table below.

Focus Group Results

Additional Reasons Related to Offspring’s Intentions Revealed in the Focus Groups

Reasons Not to Join

Futures dreams are unrelated to the firm.

Attention would be focused on any mistakes
related to the firm’s operations.

The industry climate of the firm is
uninteresting.

Firm’s geographic location is unattractive.

Joining a failing business is undesirable.

Leaving the firm may not be possible later.

The ability to apply certain skills will not be
possible in the firm.

Working in the firm is not challenging.

The family business does not emphasize impor-
tant family values.

The family’s cultural background/ethnicity does
not promote joining the firm.

Reasons to Join

Working in the firm is challenging.

The firm is a stepping stone to attain financial
security for fulfilling future interests, such as rais-
ing a family.

Control over the firm’s operations will one day
be acquired.

The firm’s geographic location is attractive

Plan to expand the business

Career development in the firm provides greater
flexibility.

The firm’s practices are already familiar.

Helping the family prosper through the firm is a
goal.

Friends whose parents also own businesses apply
peer pressure.

It is comfortable working with family members.

No other career alternatives are available.
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