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Abstract

Family-owned businesses have had a rich history in many economies throughout many generations.  A number of countries can attribute some proportion of their GDP to the contribution of family- and women-owned businesses.  Family-owned businesses are said to represent approximately 80 percent of all businesses worldwide, 80 percent to 90 percent of all businesses in the United States, 75 percent businesses in the United Kingdom 67 percent of all businesses in Australia. 

The survival of a family-owned business is directly related to the approach to succession planning and generational transition.  Succession planning is affected by a number of factors such as the age of the children, the gender of the children and the ethnicity of the family.  Much has been written on succession planning in family-owned business.  However, nothing has been found on the influence of ethnicity of the transition of family-owned businesses.  This paper explores some of the factors that influence succession planning in family-owned businesses in Jamaica, with special attention given to the overall effect of ethnicity.  

Using data collected from a 2005 survey, the findings show that there are differences among the ethnic groups in Jamaica as it relates to succession planning in FOBs.  For example, families of African descent (Black and Brown Jamaicans) are more inclined to discourage their children to become part of the family businesses and, by extension, to be successors of these businesses.  On the other hand, families of Indian and Chinese decent (Indian and Chinese Jamaicans) tend to regard it as a natural course of event for children to become part of the family businesses, irrespective of their level of educational attainment.  Though there are differences, there are more similarities across ethnic groups, than expected, with respect to the factors examined. It is suggested that the over findings from the research have broad implications for businesses and overall policy framework.
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Introduction

While there is an extensive literature on family-owned businesses and ethnic businesses, there is comparatively very little known about succession planning as it relates to ethnic family-owned businesses.  With each successive generation, the literature reports that there is demise in the family business (Jivraj & Woods, 2002).  Researchers have argued that only one third of family firms survive to the second generation (Ward, 2004).  With an increase in life expectancy and family members living longer, succession issues will have to be confronted.  The business owner may still be alive and would not want to see the business failing after his/her departure from active involvement.  Therefore, to ensure that the firm remains in capable hands, the owner, while still alive has to deal with succession issue.   

Although ethnic business research illustrates the importance of business start ups and growth, little emphasis has been given to survival strategies or succession planning.  This article seeks to explore issues dealing with succession planning in ethnic businesses in Jamaica.  The dearth of literature on the issue will have serious implications for Jamaican businesses that have to deal with succession planning which is critical as first generation of family firm owners remove from active involvement in the business and hand over to second generations.  In Jamaica for example, a number of the firms are owned by families and their wealth are tied up in the businesses as well.  Failure of the business will mean loss of personal wealth; therefore, succession issues are quite emotional for these businesses. 

This article presents empirical findings regarding the factors that influence succession planning across various ethnic businesses in Jamaica.  This is critical in order to better understand if succession planning is influenced by ethnicity and to develop strategies to assist with succession planning.  To do this, the remainder of the article is organized as follow: the next section will review the literature on family-owned businesses and succession planning.  Following the literature review, an outline of the research method is presented.  The subsequent section presents the relevant analysis and findings from the empirical investigation, while the final section provides a discussion and some concluding remarks.

The Extant Literature

Definition

Family-owned businesses have been variously defined and characterised as one in which (i) family members own at least 50 percent of the business (Leach et al., 1990); (ii) family members own at least 60 percent of the equity (Donckels and Frohlich, 1991); (iii) majority ownership or control lies within a single family (Rosenblatt et al., 1985); (iv) family members have legal control over the business (Lansberg, Perrow and Rogolsky, 1998); (v) the members of one or two families run and own the business (Stern, 1986) and (vi) two or more extended family members influence the direction of the business (Davis and Tagiruri, 1985).  In the midst of the different definitions, there appears to be consensus that a business owned and managed by a nuclear family, however defined, is a family business.  However, once one deviates from that particular combination of ownership pattern and management involvement, different researchers hold different views (Chua et al., 1999).  For the purpose of this research and drawing from a combination of the various definitions and characterisations of family-owned businesses (FOBs), the author seeks to add the following definition the pool of definitions: 

A family-owned business (FOB) is an enterprise in which a family has significant ownership and control, which may or may not be majority ownership or control.  The family includes nuclear family (spouse, offspring, adopted children), immediate relatives (grandparents, parents, siblings), and extended family members (aunts, uncles, cousins, nieces, nephews, and in-laws of both offspring and adopted children).  FOBs include proprietorships, partnerships, and limited liability companies that conduct a trade or business within the regulatory framework of the laws of the country in which they operate.
Characteristics 

Family-owned and managed businesses represent a significant segment of the economy of many countries.  According to Smyrnios and Walker (2003), family businesses account for up to 80 percent of worldwide enterprises; accounting for approximately 50 percent of the labour force in the US; representing between 75 percent and 95 percent of all registered corporations in Western Europe and 73 percent of all businesses in the UK.  Astrachan and Shanker (1996 & 2003) also stated that the greatest part of America’s wealth lies with family-owned businesses, representing 80 percent to 90 percent of all businesses and contributing approximately 64 percent of the USA’s labour force.

Many argue that family-owned businesses (firms) possess "distinguishing characteristics" that set them apart from other businesses (Cromie, Stephenson & Monteith 1995; Daily and Dollinger, 1991; Gersick et al., 1997; Gudmundson, Hartman, Tower, 1999; Harris, Martinez and Ward, 1994; Reid & Adams 2001; Sharma, Chrisman & Chua 1997; Ward, 2004).  These differences cover areas such as governance, strategic planning, succession planning and leadership styles.  There are also differences among researchers on some of the characteristics of family-owned businesses.  Among the documented characteristics are (i) emotional and biological imperatives versus rational business-oriented imperatives, (ii) significant control by family members, (ii) strong overlap between family and business, (iv) importance of family/emotional relationships, (v) entrepreneurial versus contentment, (vi) relatively poor governance with decision making generally in the hands of one person, (vii) inwardly directed and (viii) small resource capacity.

A distinguishing feature of FOBs is in the reasons behind their formation.  Among the reasons presented in the literature for starting FOBs are (i) to start one's own business and be one's own boss; (ii) to be able to offer the same opportunity to one's children; (iii) to work with people you love and trust; (iv) to have a business that expresses the family's values and standards; (v) to provide an outlet for the skills, talents and creativity of family members and (vi) to leave a legacy for one’s family.  What sets a family business apart from others extends beyond the nature of the business, its size, or its mode of operation (Ward, 2004).  

Succession Planning

One of the most challenging aspects of family business is the issue of the transition from one se t of owners to another.  Succession is indeed the ultimate test of a family business (Gersick, Davis, Hampton and Lansberg, 1997).  Succession affects many components of the family business; it is not one thing, but many (Ibid).  Ward (2004) sees succession as the number one common predictable issue facing family business.  Owners struggle with issues such as “letting go,” “choosing the right successor from among their children” and “financing the transition of business ownership to children.”  But the question is: what do we mean by succession planning?  This should not be confused with replacement planning.  Rothwell (2001) makes a worthwhile distinction between replacement planning and succession planning.  He sees replacement planning as a means of risk or crisis management aimed at reducing the likelihood of total business failure due to the unplanned loss of key persons in the firm.  On the other hand, he sees succession planning as a deliberate and systematic effort by the firm to put plans in place to ensure continuity in leadership, the retention and development of intellectual and knowledge capital for the sake of the future development of the firm.  In most cases, succession planning in family-owned business has to do with transition to other family members.

Given the importance of succession to the long-term survival of the family business, comparatively little rigorous research has been carried out; particularly as it relates to methods of application (Ip and Jacobs, 2006).  Others will argue that a number of researchers have given much attention to this area of the family business.  Dyer and Sanchez (1998) observed that between 1988 and 1997 succession planning within family business ranked second among the most frequent topics of articles published in Family Business Review.  Among those who waded in on he subject during this period were Birley (1986), Davis (1986), Dyer (1988), Lansberg (1988), Drozdow (1989, 1990), Malone (1989) and Sharma, Chrisman and Chua, 1996).  Malone (1989) for example addressed the issue of leverage buyouts as a means of transition of ownership.  Drozdow (1990) contends that ethnic businesses must answer some critical questions when determining succession planning.  Birley (1986) purports that the attitude of family members is an important factor that can affect the transition process in family businesses.  If a family member is not supported to take on the leadership role in the business, it is unlikely that he/she can succeed as a successor even though he/she may be the most qualified.  Indeed, personal relationship among family members has a strong influence on succession planning even over the need for profit maximization (Davis, 1986).  

Traditionally, succession in family-owned businesses has been influenced by a number of factors.  Among these factors are attitude of family members (Birley, 1986); personal relations among relatives (Davis, 1986); level of interest of members of junior generation (Ward, 1987; Handler, 1989), gender and age of offspring (Ayres, 1990; Kaye, 1992, Ward, 2004); trust of family members who are active in the business (Lansberg and Astrachan, 1994) and individual needs, goals, skills and abilities of potential successors (Stravrou, 1999).  Cultural and traditional beliefs are also important influencing factors that determine how succession is dealt with in family businesses.  Jivraj & Woods (2002) argue that non-active family members have considerable influence during succession.  Critically, they found that the mother acts as a silent buffer between generations in the succession process.  Because firms generally face a lot of emotional traumas and family splits during transition when there is no planning, there is a determined effort to avoid these ills in the future through proper planning.  Issue to do with age, sex, and seniority in the family are found to be of lesser importance in the transition process (Brockhaus, 2004).  Further, the whole development of successors is a critical aspect in succession planning in ethnic businesses.  Researchers recommend that successors should have some experience outside the business (Nelton, 1986). Some consultants recommend at least three to five years in another business. Others suggest that the successor should get at least one promotion, a suggestion of the individual’s ability. This outside experience is critical as it helps the successor to develop an identity and prepare for a wider range of problems that will confront the organization

There is some indication that the factors that affect successful transitions in family businesses can be grouped under three broad headings (Morris, Williams and Nel, 1996).  They listed the following groups:

	(1) Preparation level of heirs
	(2) Relationships among family and business members
	(3) Planning and control activities

	· formal education;

· training;

· work experience (outside firm);

· entry level preparation;

· motivation to join firm;

· self-perception of preparation.
	· communication;

· trust;

· commitment;

· loyalty;

· family turmoil;

· sibling rivalry;

· jealousy/resentment

· conflict;

· shared values and traditions.
	· succession planning;

· tax planning;

· use of outside board;

· creation of family council

· use of family business consultants/advisers


Critical for succession planning also is the need for personal skills and organizational development.  The literature argues that to have a successful succession, there needs to be a good relationship between the successor and the incumbent in determining the timing, process and effectiveness of the succession.  A good relationship between the incumbent and the successor will contribute to the training and development of successors (Chrisman et al., 1998).  It is argued that succession represents a mutual role adjustment process between the founder and the next generation family members during which the predecessor lessens his/her role in the firm over time (Handler, 1990).  Churchill and Hatten (1987) have developed a four stage model to describe succession process between father and son in a family firm.  Stage one is a stage of owner-management where, the owner is the only member of the family directly involved in the business.  Stage two is a training and development stage where the offspring learns the business. Stage three is a partnership stage between father and son. Stage four is a power transfer stage where responsibilities shift to the successor.  This model captures a sort of linear approach to succession. However, the process is not always that straightforward. 

The nature of the founder sometimes makes it quite difficult to have a smooth transition.  Founders generally find it difficult to give up what they have created and run over a period of time.  These founders are capable of acting out their obsession with their business in a variety of non-productive ways (Brockhaus, 2004). The founder may fear losing control and is more concerned that retiring from the firm will mean a demotion in his role within the family. Loss of identity and power in the firm will mean loss of stature and power in the community as well (Jivraj & Woods, 2002). Indeed, ethnic businesses are generally highly integrated in their communities and the owners have a high level of respect in these communities (Chaganti & Greene, 2002).  Spouses also get some level of identity from business ownership and as such may find it difficult to loose control so, they conspire to block the succession process.

Indeed, succession planning is described as a topic that is approached with scepticism.  Lansberg, (1988) proffered that this occurs because it imposes a variety of significant changes  on the family firm: family relationships need to be realigned, traditional pattern of influence are changed and long standing management structures must give way to new structures. Indeed, these are critical issues for any family owned business given the identity and status that follows ownership.  The literature has not differentiated whether or not these issues are critical or different across ethnic groups.  It is the aim of this research to add some insight into this area from a Jamaican perspective, and by extension, a Caribbean perspective.

Nothing has been seen in the literature that links succession planning and ethnicity within family-owned businesses.  A number of papers have been written that speak to ethnicity and entrepreneurship, but no connection has been made to family-owned business and succession planning.  For example, Barrett et al (2002) reviewed the immigrant-owned business in Britain within the context of the cultural and structured economic perspectives.  Dhaliwal and Kangis (2006) did an exploratory study of second generation Asian entrepreneurs in the United Kingdom.  They found that there were differences between the generations, but did not address the issues of succession directly.  An exploratory investigation of small Asian-owned retail businesses in the United Kingdom was also done by Shiv and Crick (2003).  In the United States of America, Min and Bozorgmehr (2000) examined the business patterns of the Koreans and Iranians in the Los Angeles area.   In all of this coverage, no mention has been made with respect to the similarities or differences among the various ethnic groups as it relates to succession planning.  Within the context of this, we are contending that this is the first paper to do an examination of any link or correlation between succession planning and various ethnic groups; using the situation in Jamaica as a point of reference.

Methodology 

Data Collection and Procedure

In the absence of an established frame from which to determine a sample, a national sampling frame of family- and women-owned businesses had to be developed.  The sample frame covered all major towns and most of the minor districts within each of the fourteen (14) parishes
.  With the constraint that a business had to be in operation for at least two years, the sample frame was based on the collection of the following data items from every FOB in Jamaica: (1) parish (location/address of business enterprise), (2) name of the FOB (3) name and gender of the principal owner, (4) size of business enterprise (where size is measured by the number of employees) and (5) nature of business (e.g. manufacture, construction and installation, commerce, transportation, services etc).

The data collection method was multi-dimensional that covered the following areas: (i) direct contact with employees and management staff of each business; (ii) personal knowledge of the investigating team which was familiar with the respective areas (efforts were made to employ the services of persons from the areas from which data were collected) and (iii) networking with persons who were knowledgeable about the respective business communities.  Care was taken to collect the required data discreetly and with minimum of publicity.  A combination of these methods was employed not only for the purpose of data collection but also as a cross reference in checking the reliability of the data.  

The sample design and the selection of sample units were conducted along the following line: (i) the target group (FOB) was first stratified by parish (with a further sub-stratification done within 3 of the parishes, deemed to be metropolitan and populous); (ii) business establishments were further stratified by size (small = 2 – 9 employees; medium = 10 -20 employees and large 21 or more employees
) and (iii) within each size, business establishments were finally stratified by the nature of business (Manufacturing, Agriculture/Forestry/Fishing, Services, etc.).  Finally, within each sub-stratum, a simple random sample of establishments was selected with the following constraints: (i) a minimum of two establishments must be selected (unless the sub-stratum had only one establishment); (ii) at least two persons must have full-time employment in the business; (iii) the business must have been in operation for at least two years.  A total 320 businesses were sampled, of which 267 had consistent data from which analysis could be done.

In the data collection process contacts were made with the owners (principal or co-owner).  Respondents were informed of the nature of the study; especially the fact that the intent was not for tax purposes.  This was important as it helped to enhance the reliability of the data given.  The questionnaire used for the data collection process included questions that covered a wide range of business matters.  All questions and measures for established scales were informed by the extant literature.  Most of the questions were close-ended questions, with ten of the eleven being rating questions constructed on a 5-point Likert scale and the other a true and false rating.  The 5-point Likert scales were: (i) strongly disagree = 1 and strongly agree = 5; (ii) not important = 1 and very important = 5; (iii) minor = 1 and major = 5 and (iv) no problem = 1 and major problem = 5.  The questionnaire was administered under the direction of the field researcher for each of the areas.  Though the focus of this paper is on succession planning and ethnicity, it is important to have an insight with respect to the areas covered in the survey.  The questionnaire was organised in sections that sought to capture the themes usually found in the literature.  The following represent the sections: 

Business Characteristics [e.g. age of the business, number of branches, how the business is constituted (proprietorship/partnership/registered corporation/limited liability…), number of employees]

Business Leadership [e.g. method of acquisition (founded, purchased, inherited…), gender breakdown of ownership, highest level of education founder/owner, rating of reasons for owning a business…]

Owner, Family and Business Relationships [e.g. number in management team and the number of non-family members, number of family members employed and their relations to owner, reasons for general family conflicts within the business…]

Succession Planning [e.g. general views on succession planning, plans for retirement of founder/owner, whether or not a succession plan is in place/the successor has been chosen/ he/she is already part of the business, the choice of the successor (spouse, eldest son/daughter, non-family member)…]

Resource Planning [e.g. method of financing the business (at start up, for expansion…), preferred source of financing the business, whether or not there has been a problem obtaining loan from bank, whether or not the business operate from a defined business plan, method of measuring success (profits, good cash flow, growing sales…), yearly revenue..]

Governance and Citizenship [e.g. frequency of family business–related meetings, presence of and make up of a board of directors, whether or not business is part of a larger group, civic responsibility of business…]

Generational Differences [e.g. the generation that owns/manages business, age range of owner/manager, fears and expectations of successor generation…]

General Questions [e.g. main ethnic grouping of ownership, gender of majority owner, percentage of family income generated from business, type/level of support that is needed from various institutions…]

To achieve our research objective, the data were analysed using descriptive and multivariate statistical techniques. This method follows the general trend for analysing survey data in this stream of literature. The benefit here; is that, it enables us to better compare our findings with those of previous work.  SPSS was used to generate various combinations of cross tabulations, correlations and reliability analyses.  The analysis also covered qualitative areas based on interviews with family members and friends of the various families.

The reasons for starting a family business might help to inform that attitude towards succession planning.  The following were found to be among the reasons for starting a family business: (i) to provide a steady income for the family and (ii) to provide funding for the education of children.  

Findings

An examination of the reason of providing funding for educating their children provides interesting insights.  The life of many FOBs ends when the children would have completed their education, or when they would have started to “earn their way,” so that they can start to “give back” or “repay their parents.”  Many times the business continues to exist, but not within a growth mode; but for the sake of “keeping the family business” and to “have something to fall back on.”  This was observed to be the case with Black Jamaican and Brown Jamaican family businesses than it was for other ethnic groupings such as Indian and Chinese Jamaicans.  However, a number of the findings showed no significant differences across ethnic groupings.  Thus, in the subsequent presentation, mention is made of an ethnic difference only when it is present.

On a 5-point scale, where 1 represents ‘strongly disagree’ and 5 represents ‘strongly agree’, owners gave ratings of 4 or more on the following, as related to their businesses: (i) the family affairs should be kept separate from the business; (ii) women have an equal chance of being successors; (iii) business rules are needed for a family member’s entry and exit; and (iv) the owners/founders should play a formal role in the business.  

Among the views that received ratings of 2.5 or less were: (i) rivalry among siblings is good for the business; (ii) family members should get higher pay than other employees; (iii) family members not involved in business should receive shares; (iv) all family members should receive benefits from the business; and (v) successors should only receive shares when previous owner(s) die.   

A low 43% of FOBs indicated that they had a succession plan.  This might be related to the high percentage of owners/managers of FOBs who indicated that they had no plans to retire.  Approximately 72% of the owners/managers of FOBs, indicated that they had no plans to retire (see Table 1).  Of those who claimed to have a succession plan, 34% of had actually chosen a successor.

Table 1: Retirement and succession plans
	Time for Retirement
	Any Succession Plan

	
	Not Stated
	No
	Yes
	Total

	Not Stated
	33.8%
	3.8%
	5.0%
	8.3%

	Less than 5 yrs
	5.1%
	4.4%
	6.0%
	5.2%

	No plans 
	48.6%
	82.3%
	67.8%
	71.5%

	Within 5-10 yrs
	12.8%
	9.5%
	21.3%
	15.0%


The data showed that owners were more inclined to choose men as successors.  Over 60% of those who claimed that they had chosen a successor chose men.  Approximately 60% of businesses indicated that the successor was a family member.

Table 2: If no successor: Choice to continue

	Possible Choice
	Percentage Breakdown

	Any of the children
	37

	Spouse
	15.1

	Siblings
	11

	Parents
	1

	Other extended family
	15

	Eldest child
	1

	Eldest son
	3

	Eldest daughter
	5

	Non-family
	8


From the pool of those who had not chosen a successor, 37% indicated that the choice to continue the business would be any of the children.  A little over 15% said the choice would be a spouse.  A non-family member would be the choice for 8% of these businesses (see Table 2 for a sample of the choices).

Of those who had a plan for the business even if no successor had been chosen, a relatively high percentage (39.7%) indicated that they would either sell/merge or shut down the business (see Table 3 for a breakdown). 

Table 3: No successor: future plans for business

	Future Plans for Business
	Percentage Breakdown

	Not stated
	18.7

	Will choose successor at a later date
	3.9

	Intend to continue with family/friends
	5.7

	Hire professional manager
	16.6

	Not sure
	6.9

	Sell or merge
	26

	Shut down
	13.7

	Rent/Lease
	1.9

	Other
	6.6


These findings are consistent with what obtains in the USA.  In a survey of over 870 FOBs, the following statistics were recorded (Allen and Langowitz 2003).  About 41% of those businesses that were owned and managed by a male, named a successor; 6% chose a female as the successor.  Thirty-seven percent (37%) of those businesses that were owned and managed jointly by a male and a female, named a successor; 29% chose a female as the successor.  Approximately 51% of those businesses that were owned and managed by a female, named a successor; 37% chose a female.  Approximately 90% of male-owned family businesses indicated that the same family will control the business in five years, as compared to 85% for women-owned family businesses.  With respect to the level of commitment from the next generation, fewer than 50% of owners indicated that the next generation will show the same level of commitment.

The findings also show that the attitude of parents affect succession planning.  However, the findings show that those categorised as Black Jamaicans were more inclined to discourage their children to become part of the family business and by extension, being successors of the business.  The findings also showed that the Chinese Jamaicans and the Indian Jamaicans are more inclined to encourage their children to be part of the businesses.  The author came across cases where children of Chinese Jamaicans who had tertiary education in disciplines such as medical sciences and engineering were expected to be the succeeding generation for retail and wholesale family businesses.  The following captures snippets of conversation with a number of owners, children and friends/associates of members of FOBs across various ethnic groups.

“I am not sure that I want my son to take over my business; the boy needs to go and work in an office; I have worked hard enough for him to have an easier life.” (Brown Jamaican).

“I did not send the boy to school all these years for him to come run (come and operate
) this business; the boy must tun (be trained to become a) lawyer, doctor, or any other big profession.” (Black Jamaican).

My girl, no, I don’t believe so…she is bright enough to become whatever she wants to be.  Yes, money is in the business, but running business is too hard (has too many challenges) in Jamaica.” (Black Jamaican).

“I would not want to go back home after college.  My parents have worked hard in the business…made a lot of money yes, but I did not need a degree if my intention was to run the family business.  Yuh nuh need a degree fi run a wholesale, or even a large chain of supermarkets.” (You do not need to have a degree in order to manage a whole sale establishment or a chain of supermarkets). (Child of Brown Jamaican).

“Among the children, only the last child was willing to take over the family business.  He did not pursue tertiary education, but he is doing a good job running the business.  In fact, he has to send money to assist his brother, who lives in the USA.  But this brother (one living in the USA) refuses to come and run the business…he see this as a waste of his education (up to the MBA level).” (Reference to a Brown Jamaican).

“I am part of a family-owned business, and I believe that earning an MBA to run that business is a positive move.” (Black Jamaican).

“I am aware of a case where two of the children of a Chinese family, who completed their medical sciences degrees, were expected to be part of the family business; this is a retail and wholesale business.  They actually went back; working as cashiers sometimes and helping to organise the business.  This would not be the case of black (Black Jamaican) family.” 

“My plan for succession is to sell out the business.  My children are not interested in it and I am too old to carry on for too many more years.
” (Black Jamaican).

“I am expecting my son to take over the family jewellery business after he has completed his engineering degree.  I know that society expects him to get into corporate Jamaica, but the family tradition must continue and what better person to continue this tradition.”  (Indian Jamaican).

Table 4 gives a summary of the principal component of succession factors as they relate to family-owned business across ethnic groups.  As can be seen from the results on some of the factors that affect succession planning, and verified from by the literature, the situation in Jamaica is not an abstraction from what obtains in other parts of the world.

Table 4:  Principal components analysis of succession factors
	
	Factors

	 
	Apprehension to non-family members
	Role clarity for family members
	Clear path to succession
	Role of non-family members
	Meritocracy
	Human resource issues
	Compensation for successors

	The business should be kept only in the immediate family
	0.789
	-0.110
	-0.094
	0.245
	0.050
	0.006
	0.146

	The business should be kept only in the family
	0.728
	-0.164
	-0.183
	0.230
	-0.017
	-0.009
	0.292

	A non-family member could be a successor
	-0.657
	0.281
	-0.034
	-0.028
	0.095
	0.254
	0.020

	The family affairs should be kept separate from the business
	-0.182
	0.085
	-0.042
	0.434
	0.018
	0.298
	0.483

	Family members make the business stronger
	0.580
	-0.083
	-0.140
	0.015
	-0.015
	0.206
	0.152

	The next generation shows the same commitment to the business
	0.477
	0.095
	-0.267
	-0.296
	-0.264
	0.120
	0.155

	Family members are aware of the next successor
	0.385
	0.378
	-0.014
	-0.530
	0.139
	-0.240
	0.206

	Family members should be aware of successors
	0.480
	0.399
	-0.175
	-0.368
	0.339
	-0.106
	0.076

	Females have equal chance of being successors
	-0.080
	0.314
	-0.349
	-0.221
	0.483
	0.169
	-0.100

	Children should be involved in the business from a young age
	0.447
	0.494
	-0.120
	0.056
	-0.214
	0.030
	-0.069

	Children's education should be directed to meet business needs
	0.406
	0.553
	0.124
	0.140
	-0.257
	-0.214
	0.067

	Rivalry among siblings is good for the business
	-0.043
	0.036
	0.554
	-0.381
	-0.163
	0.083
	0.196

	Non-family members have equal chance of being successors
	-0.617
	0.289
	-0.089
	-0.122
	0.040
	0.317
	-0.152

	Business rules are needed for family members entry and exit
	0.021
	0.588
	-0.188
	0.233
	-0.150
	0.204
	-0.423

	The owner/founders should play a formal role in the business
	0.222
	0.295
	-0.537
	0.252
	0.128
	0.025
	-0.010

	Owners should retire when successors are ready to take over
	-0.032
	0.373
	0.286
	0.372
	0.126
	-0.474
	-0.165

	Family members should receive shares upon joining the business
	0.315
	0.487
	0.562
	0.151
	0.034
	0.060
	0.158

	Non-family members should get shares
	-0.441
	0.531
	0.287
	0.036
	0.018
	0.097
	0.261

	Only family members should receive shares
	0.571
	-0.141
	0.161
	0.056
	-0.056
	0.283
	-0.293

	Family members not involved in business should receive shares
	0.393
	0.129
	0.146
	-0.084
	-0.306
	0.502
	-0.122

	Successors should only receive shares when previous owner(s) die
	0.061
	-0.113
	0.273
	0.123
	0.450
	0.386
	0.175

	There should be equal distribution of shares among children
	0.330
	-0.025
	0.173
	0.139
	0.606
	0.027
	-0.062

	Family members should get higher pay than other employees
	0.481
	-0.108
	0.348
	0.037
	0.167
	-0.004
	-0.430

	All family members should receive benefits from business
	0.574
	-0.100
	0.193
	-0.226
	0.059
	0.149
	-0.160

	Eigen values
	40.8
	20.3
	10.7
	10.4
	10.3
	10.2
	10.1

	% of variance explained
	200.05
	90.75
	70.28
	50.90
	50.60
	50.19
	40.84

	Cumulative percent of variance explained
	200.05
	290.80
	370.08
	420.98
	480.58
	530.77
	580.61


Discussions and Conclusions

The literature of FOBs continues to document various factors that affect succession in family businesses in general and family-owned business in particular.  However, none of these research efforts have explored the role or influence of ethnicity in the overall transition of family-owned businesses to the next generation.  The exploration of this aspect of FOBs is important in the context of formulating any strategic framework for these businesses.

The examination of the Jamaican experience of FOBs and ethnicity and other factors that affect succession, represent part of the continued evolution of the body of research for a category of business that represents approximately 80 percent of all enterprises worldwide.  The tremendous economic influence of family businesses in countries such as United States of America, the United Kingdom and Australia and their attendant diverse ethnic makeup, should deem it important to examine the influence of ethnicity in the survival of family-owned businesses.

In the case of Jamaica, the findings represent an important component in the process of understanding the role and operations of family-owned businesses in Jamaica and, by extension, the Caribbean; especially given the similarities among Caribbean families. For example, one of the immediate implications of the finding that indicate that Black and Brown Jamaicans (or Jamaicans of African descent) are more inclined to discourage their children to be successors of family-owned businesses, is the role of education in enhancing the entrepreneurial spirit of an ethnic group that represent over 91 percent of the population.  An attendant question that must be addressed is to what extent policy makers regard family-owned businesses as an important component of the economic development of the country.  Given the influence of economies such as the United States of America and the United Kingdom on the Jamaican economy and the attendant influence of FOBs in those economies, then it stands to reason that the government of Jamaica should play a pivotal role in the development of its FOBs.

As indicated in the literature review, researchers have examined various factors that affect or influence succession planning in FOBs.  From the analysis done on the data, there is evidence that the factors shown to be influential in the succession planning process of family-owned businesses in Jamaica are consistent with those found in the literature.  However, more research needs to be conducted in the area of ethnicity as it relates to FOBs.  This is important; especially in countries such as the United States of America and the United Kingdom, where the mix of ethnic groups is very diverse.

Though the data show that there are differences among the ethnic groups, with respect to succession planning in family-owned businesses, more work needs to be done for one to be entirely conclusive regarding the overall influence of ethnicity on succession in family-owned businesses.
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� Jamaica has a population of approximately 2.7 million (STATIN, 2005), covering 14 parishes.


� There is some measure of uncertainty in this designation; especially in the area of medium sized businesses.  Based on the Statistical Institute of Jamaica (STATIN) designation, a small sized business is less than 10 employees and a large business is 50 or more employees.  There is no fixed size for medium.


� Italics attempt to explain Jamaican expressions, or use of words.


� This is a business that has been generating an average annual revenue of J$200,000,000.00 over the last five years (approximately US$2.9 million) 





Succession Planning in Ethnic Family-Owned Businesses: Evidence from Jamaica
Page 1 of 16

