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he purpose of this publication is to introduce two

success-estimator tools that can be used by busi-
ness and household managers to identify ways in which
they can increase business and family success. These
tools are most appropriate for households in which two
different individuals perform the roles of business man-
ager and household manager.

There is growing evidence in the family business
literature® that work and family life are intertwined and
that the perception of success of the family affects busi-
ness success, and vice versa. When work is located in
the home, it is even more important to pay attention to
the interactions between the family and business spheres
because of the potential conflict in these businesses over
space, shared resources (e.g., car, telephone) and hu-
man capital (e.g., time, energy, member’s attention)®.
A 1992 study® of home-based workers pointed out how
business outcomes were influenced by worker and fam-
ily characteristics and especially by family demands for
the care of dependent family members. In order for the
business to succeed, family as well as business demands
need to be met.

Formulas for success

Useful lessons for present and future home-based fam-
ily businesses can be drawn from analysis of data from
the 1997 Family Business Survey (NFBS). One finding
from that study of 239 home-based businesses was that
business and family success is influenced by an interac-
tion of manager, business, and household characteris-
tics. In most of those households where different indi-
viduals performed the roles of business manager and
household manager, the study showed that family suc-
cess affects business success, and vice versa. Both suc-
cess-estimator tools incorporate the effects of charac-
teristics in all three categories. However, the prediction

equations used in the tools each use different informa-
tion for the interacting characteristics to measure their
respective success scores.

To estimate a business success score, factors that
affect business success were entered into a prediction
equation. The equation includes business manager char-
acteristics (age, marital status, gender, education, health
status, business experience), household characteristics
(home ownership, rural or urban residence, perception
of family success), and business characteristics (profit,
number of full time employees, common business goals).

Family success was scored with an equation con-
sisting of household manager characteristics (age, marital
status, gender, education, health status), household char-
acteristics (number of teenagers and young children,
household income, common family goal), and business
characteristics (perception of business success).

Tools for predicting business and family
success

Business success and family success can be estimated
by two tools. Tool 1 is completed by the business man-
ager, and Tool 2 is completed by the household man-
ager. To account for the influence of family success on
business success and vice versa, the household
manager’s family success score must be entered into the
business estimator, and the business manager’s business
success score is entered into the family success estima-
tor. Since exchange of the information is needed, both
managers should work together to complete these tools.

How the tools work

Tool 1—Business success estimator
Here is a hypothetical case to explain how Tool 1 works.
Charlie and Mary Lee own a home-based business called
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Food Works. Charlie is the business manager. He is 54
years old, married, male, has 2 years of education be-
yond high school, is in average health, has been in busi-
ness for 16 years, owns his home, lives in the city, has
no office outside the home, reported profits of $28,000,
and has no full-time workers. Charlie and Mary do not
agree on the most important goal for the business. Mary
rated her family satisfaction as a 4 on a 5 point scale,
which means successful. Based on Charlie’s profile, his
estimated business success score is 3.86.

Tool 2—Family success estimator

Mary, the household manager, is 49 years old, married,
female, has a bachelor’s degree, is in average health,
has no young children or teenagers, and has an annual
household income of $60,000. Her spouse, Charlie, is
the business manager. Mary and Charlie do not agree
on the most important goal for the business. Charlie rated
his business as a 3, midway between very unsuccessful
and very successful. Based on Mary’s profile, her fam-
ily success score from Tool 2 is 4.07.

How can business and family success be
increased?

Based on the business success equation that underlies
Tool 1, profit and likelihood of managers having com-
mon business goals are the statistically significant ex-
planatory variables. Thus one way that Charlie can in-
crease business success is to increase profits. If busi-
ness profits increase by $10,000, business success will
increase by 0.5422. Since increasing profits by $10,000
may be difficult to achieve, one alternative is for the
business manager to work on his health. By improving
his health status from average to excellent, Charlie could
increase business success by 0.41.

For the family success equation that forms the basis
for Tool 2, age of the family manager and likelihood of
excellent health are statistically significant factors. If
Mary’s health improves from average to excellent, fam-
ily success would increase by 0.40.

Another way to approach increases in business and
family success is to remember that an increase in one
will result in an increase in the other. The reason is that
family success is an explanatory variable in the busi-
ness success estimator, and vice versa. For businesses,
this finding means that there are several strategies avail-
able for increasing business and family success.

Measure your own perceptions of business
and family success

To use the success estimators, refer to the questions in
the example tools at the end of this article to prepare
your answers. Then go to www.ctahr.hawaii.edu/fregpubs
and look under Entrepreneur’s Toolbox. Open the link
to the Business and Family Success Estimator, http://
www.ctahr.hawaii.edu/sp-web/estimator. To estimate
business success, enter the business manager’s answers
into the Business Success Tool. To estimate family suc-
cess, enter the household manager’s answers into the
Family Success Tool. By changing the data you provide
for the estimators to calculate, you can see how differ-
ent answers to the questions might affect your success
estimator results.
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Tool 1. Example business success estimator tool—Charlie’s responses.

Business manager characteristics
I V1Y o = L S0 T | G- To [PPSO PRPN 54
2. Areyou married? 1 =yes; 0=no
3. Whatis your gender? 1 = female; 0 = male
4. What is the highest level of school you have finished?
4a. Community college. 1 =yes; 0 = N0 ....cocccveeeeeeiiiiiieeeeens
4b. Bachelor’s degree or higher. 1 = yes; 0 = no
5. How would you rate your health?
T T oo Lo A YT 0 B o To TP SPRSOTP
5b. Excellent. 1 =yes; 0 = no
6. How many years have YoU DEEN iN DUSINESS? ......ccoiiiiiiiiiiiiiiii ettt e e e s et e e e e s et e e e e s ssba et e e e sasbaeeae s 16

Household characteristics
7. DO YOU OWN 8 NOME? 1 = YES; 0 = N0 ..uueiiiiieeiiiiiii e e ettt e e ettt e e e e ettt e e e e e e ettt e e e e e e aeeeeea e e aantseeeae e e nbeeeeeeeaansbeeaaesaannaneaaeas
8. Do you live in an urban area? 1 =yes; 0 = no
9. Do you have an office outside of your home? 1 =yes; 0 = no

Business characteristics
10. What was your business profit last year? ..................
11. How many of your employees WOTK fUll TIME? ......iiiiiiiii ittt e s e e e e st e e e e e sbtr e e e e e s sntbeeeaeeeanes 0
12. Which of the following is the most important long-range goal for your business?

1 = adequate financing, 2 = profit, 3 = a positive reputation with customers, 4 = long-term growth,

5 = growth, 6 = other

Does your spouse agree that the goal you identified above is the most important goal for your business?

B Y LS 0 e T P PPPPPPPTPTPTR 0
13. What is your spouse’s (household manager) rating for family success?

1 = very unsuccessful, 2 = unsuccessful, 3 = mixed, 4 = successful, 5 = very successful

R (o TU o= (U] = =Y [ olo ] (PP 3.86

Tool 2. Example family success estimator tool—Mary’s responses.

Household manager characteristics

I V1Y o P L S0 T | - Vo 1= PSSP 49
2. Are YOU MArTEA? 1 = YES; 0 = MO .eiiieiiiieiiiiee ettt e e ettt e e e e e ettt e e e e s aee et eae e e saeeeeaeaaansteeeeeeeansbeeaaeeanseeeeaeeaansbeeeaaesanraneaaeas 1
3. Whatis your gender? 1 =female; 0 = MA@ .........oooi it e e ettt e e e et e e e e e e anbe e e e e e e annaeeeaeas 1
4. What is the highest level of school you have finished?

4a. Community College. 1 =yeS; 0 = N0 ..ccovivvieeeeeiiiiiieeeee

4b. Bachelor’s degree or higher. 1 = yes; 0 = no
5.  How would you rate your health?

T T C oo o M R =TT 0 B o TSP 0
o o (ot =] 1T o | B T O B o o SRRSO 0
Household characteristics
6. How many children between 15 and 18 do you have living in your NOME? ..........cccviiiiiiiiiiiiie e 0
7. How many children under age 5 do you have living in your home? .................
8. What is your annual hoUSENOIA INCOMEB? ........uviiiiieiciiiee ettt e e e e e et e e e st e e e e s b aaeeeeessnsbaeeeesanens 60000
9.  Which of the following is the most important long-range goal for your family?

1 = good family relationships, 2 = balance between work and family, 3 = adequate family income,

4 = secure future for younger family members, 5 = secure retirement resources

Does your spouse agree that the goal you identified above is the most important goal for your family?

YL O el o T PP PP TP PR TSTRPPPPPPPINE 0

Business characteristics
10. What is your spouse’s (business manager) rating for business success?
1 = very unsuccessful, 2 = unsuccessful, 3 = mixed, 4 = successful, 5 = very successful ...........ccccoviiiiiiiiiiiiicennins 3

YOUP CAICUIAEEA SCOTE: ..vuvuiriiiiiiiiiiieieiee e ettt et et ettt e e et bbb e e e e e e eeeeeetaeaaaeeeaeesaesesesasassasss e b s bs s s sasenseeeseaeeasaeeasaesssesssasasanssssnrne 4.07




