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Abstract 

 

 

The current study investigates the issue of business exits in Australia. This study 

aimed to determine which exit options are available to Australian business owners and 

to examine why owners choose to implement a particular exit strategy. Understanding 

the critical decision factors around individual exit options will help establish important 

business outcomes for use in practice. 

 

The goal of this study was to determine which options provide the best outcomes for 

a successful exit under varying circumstances. In particular, this study considers the 

potential use of employee share ownership plans (ESOPs) as a viable business 

succession and exit planning tool to better prepare a business for sale. This can be 

done by reducing key person risk and facilitating a potential sale of the entire business 

to its employees via the ESOP vehicle. In addition, the ESOP exit option is one of the 

only exit options which can provide key outcomes relating to financial harvest for the 

owners and an ongoing legacy or stewardship outcome. 

 

Therefore, this study first sought to understand decision factors leading to a particular 

exit choice and also sought to identify and examine the effect of any potential barriers 

which may exist to restrict or prohibit the use of ESOPs. Accordingly, the study 

addressed the following general research questions: 

1. What succession methods are currently being employed in Australian 

businesses? 

2. Which exit options are preferred, and what motivating factors are driving this 

choice? 

3. What is preventing the uptake of ESOPs as an exit option for small and 

medium-sized enterprise (SME) business owners in Australia?  

A mixed-methods approach combined qualitative case study interviews to better 

inform the key themes and focus areas for a quantitative business owners survey. 

 

 



 ix 

The research provided significant results in terms of key drivers of exit choice and 

several critical items for practice to improve the outcomes of business owners 

approaching exit. Overall, five of the six hypotheses were supported by the research 

findings. Detailed analysis to account for possible variation of test results across 

individual exit options also provide evidence supporting the proposed hypotheses.  

 

The key findings highlight the influence of awareness, time and financial reward, and 

both family and adviser involvement on exit choice and provide guidance for improved 

practice in business succession and exit planning. The critical theme of balance 

between financial harvest and legacy stewardship exit options emphasises 

combination exit strategies, particularly ESOP, due to the changing financial position 

of many baby boomer business owners. 

 

The study highlighted adviser and owner education on exit options, the influence of 

both advisers and family members on exit choice and the changing focus away from 

financial reward and towards legacy stewardship outcomes as a key focus for 

improvements to practice in the area of Business Succession and Exit planning. 

 

Opportunities for improvement in delivery of advice and solutions for exiting business 

owners were also identified in the study and may be utilised by accountants, financial 

advisers and specialist mergers and acquisition or succession planning advisers. 

Government agencies may also like to review support offered to business owners. 

 

This study is significant given that the financial value of business assets and the wealth 

associated with those assets held by ageing baby boomers is estimated to be 

approximately ten trillion dollars (Jackim & Christman, 2006), for comparison the total 

market capitalization of the Australian Securities Exchange is 1.72 trillion dollars.  
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Chapter 1: Introduction 

 

1.1 Background 

 

In line with underlying demographics, both in Australia and most of the developed 

world, a significant proportion of business owners in Australia are baby boomers and, 

thus, are approaching retirement. According to the Australian Bureau of Statistics 

(ABS, 2016), the number of those aged 65 years and older in the Australian population 

has increased by almost 20 per cent since 2010. The ageing problem is particularly 

evident in the agricultural sector, with the median age of Australian farmers increasing 

from 44 years in 1981 to 53 years in 2014 (Falkiner & Steen, 2016; Peel et al., 2016). 

Consequently, many of these people will need to transition the ownership of their SME 

to new owners. This change is not only crucial to the owners themselves but also 

Australia’s economy and society. The collective value of the businesses involved 

represents many billions of dollars, and the ensuing change of ownership represents 

the most significant transfer of wealth in history (Keister & Deeb-Sossa, 2001). 

DeTienne et al. (2015) examined worldwide data on business succession and exit 

activity, concluding that wealth transfer is substantial in developed countries and 

warrants further scholarly examination. Additionally, Lindsey et al. (2017) reported that 

retiring business owners will sell or bequeath $10 trillion worth of assets over the next 

20 years, with the exit of millions of businesses. 

 

Despite this, most business owners appear to give little thought to preparing for a 

successful exit from their business. Based on the findings of the most recent State of 

Owner Readiness Report (Cooper, 2013), most business owners are seriously 

unprepared and ill-equipped to address business succession and exit planning issues.  

The report specifically found that 48.6 per cent of business owners aged between 50 

and 59 years have no formal succession plan, and a further 34.6 per cent have one 

that is not documented, and often not communicated. Unfortunately, this report also 

highlighted that a high concentration of business owners’ wealth is tied up in, or directly 

related to, their business. This report estimated that, on average, 80 per cent of a 

business owner’s wealth is tied to their business. Of critical importance to this study, 
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the report also indicated that 67 per cent of respondents were unable to identify all of 

the various exit options available to them. 

 

1.2 Exit Options 

 

In examining the various exit options available to business owners in Australia, West 

(2013), as quoted by the Productivity Commission report into business setup, transfer 

and closure (Productivity Commission, 2015), proposed a model which outlines the 

various exit options in order of increasing complexity, cost and risk. The model also 

highlights the importance of selecting the most appropriate exit option given the 

combined considerations of complexity and effort versus potential sale price or value. 

Figure 1 shows the various exit options available to business owners, and more 

importantly, the relationship between the chosen option and two dependent variables 

– the potential to maximise sale price/value and the level of complexity and effort 

involved. 

Figure 1 Business Exit Options: Complexity Versus Exit Price 

 

Note: Extracted from Enjoy It – Business Succession and Exit Planning (West, 2013, 

p. 40). 

 

Commentary in the report released by the Productivity Commission (2015) highlights 

that the choice of exit pathway made by businesses depends on many factors, 
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including the business ownership and management structure, the value of the 

business, its potential for growth, and the characteristics of the owner (e.g., age). In 

addition, the choice of exit pathway has implications for future business activity – for 

example, whether business operations continue and, if so, in what form and how are 

they managed? 

 

A survey conducted by KPMG and Family Business Australia ( KPMG & FBA, 2015) 

asked respondents which exit options they were considering and what time frame was 

likely to exit. Interestingly, the results indicated that the majority were considering more 

than one exit option, with the most likely option being to pass management and 

ownership of the business to the next generation (see Table 1). 
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Table 1 Exit Pathways and Time Frame of Exit for Family Businesses 

 

Note: Adapted from KPMG and FBA (2015, p29). 

Short- term Medium- term

< 12 months 1 to 3 years

Exit strategy

% % %

Passing senior management to next generation 67 18 25

Passing ownership to next generation 66 9 20

Sale to a competitor/trade sale 47 11 24

Sale to an independent third party 46 10 25

Appointment of non-family CEO or MD, but ownership 

and control remains within the family
42 14 24

Sale to a private equity consortium 23 14 20

Sale to current employees 21 11 14

Closure 18 11 13

Sale to family member 17 10 9

Initial public offering (IPO) 16 3 14

66

75

76

81

83

%

57

71

65

64

62

Businesses 

considering strategy 

Long-term

5 + years

Exit time frame of businesses considering the exit strategy
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The report by the Productivity Commission (2015) states that “although many business 

owners choose a sale as the preferred business exit option, for the majority, this is not 

realised” (p. 296). The Productivity Commission noted that it is widely acknowledged 

within the business community that only approximately 40 per cent of businesses listed 

by a business broker will be sold, and the remainder ultimately close. 

 

While there is a paucity of research into Australian business succession and exit 

planning, understanding business exit and succession planning issues is of critical 

importance to business owners, as their quality-of-life hinges on not only the amount 

they raise from the exit but the legacy they leave behind.  

 

Research into business succession can assist in understanding the various 

processes, motivators, behaviours, issues, and trigger factors associated with 

succession. Given the vast amounts of money and people involved, research on these 

issues is essential to inform government policy towards maintaining and fostering 

economic productivity and growth.  

 

Further, research into the utilisation of superannuation by those who are self-

employed concludes that in the “run-up to retirement (assumed to be ages 60–64 in 

this report), the self-employed have around half the superannuation of employees” 

(Clare & Craston, 2016, p. 5). This research suggests a stronger dependence on sale 

proceeds from the business and related assets to fund retirement. The report 

highlights that for those who are self-employed, business assets are also substantial 

contributors to non-housing wealth. 

 

A comprehensive study by Foo and Ernest (2010) explored the preparation and 

execution of business exits undertaken by SME business owners and identified the 

processes adopted by owners to complete a successful exit, looking at preparation 

and execution. Successful exits were characterised by the likelihood of the business 

continuing to operate post-transition, the financial outcome for the exiting 

shareholders/founder and the continued employment of the workforce. Further work 

has also examined business exits and reviewed the issues surrounding exit planning 

and timing (Kotey, 2016), exit strategies, exit options via succession and exit intentions 

(DeTienne et al., 2015). 
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1.3 Purpose of this research 

 

This study aims to determine which exit options are currently used in Australia and 

explore why those options are being employed, and why other available options are 

not being used. Ultimately, the aim is to determine which options provide the best 

outcomes for a successful exit under which circumstances. Importantly, research on 

the drivers of exit-option choices seems to support a combined strategy that merges 

the financial/harvest driver with legacy/stewardship drivers. In particular, this study 

considers the potential use of ESOPs as a viable business-succession and exit-

planning tool, both in better preparing a business for sale by reducing key person risk 

and facilitating the potential sale of the entire business to the employees via the ESOP 

vehicle. ESOPs are an everyday practice in other jurisdictions such as the United 

States of America (USA) but are not commonly used in Australia (Blaszczyk, 2014). 

Determining why this is the case would represent an informative finding in this area. 

 

Limited research has also examined the increasing trend whereby the baby boomer 

generation of baby boomer business owners are no longer confidently passing their 

business to the next generation within their family and, therefore, need to consider 

other exit options, such as management buyout (Johnston, 2005). Johnston states 

that this is mainly caused by “the stark reality that they do not have adult offspring or 

extended family members who are both willing and capable of taking over the reins” 

(p. 56). Johnston draws interesting comparisons with the United Kingdom (UK) 

business market, where approximately 30 per cent of all business sales include 

management buyouts or similar structures, whereas, in Australia, this is less than 5 

per cent according to Brown et al. (2012). Johnston also notes two key factors directly 

related to the current research. First, owners refuse to talk to their employees about 

succession or exit due to the very private and personal nature of this conversation, 

and second, owners believe (rightly or wrongly) that the management team does not 

have the financial capacity, nor the resources, to purchase the business. 

 

Scholes et al. (2008) provide fresh insight into the ownership transfer of private family 

firms through an internal management buyout (MBO) and external management buy-

in (MBI) succession options. Their paper includes an examination of the nature of 

succession planning and its impact on the business-sale negotiation process. They 
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analysed the results of a structured survey conducted in several European countries 

which investigated private family firms that had completed MBO or MBI deals. Scholes 

et al. (2008) found that management buyouts were associated with lower information 

asymmetry, highlighting the importance of information sharing and suggesting that 

family owners were not always in the most influential position due to a long-term bias 

towards keeping information “within the family”. This study also reports that internal 

managers with greater access to information were able to influence the negotiation 

process and, therefore, determine who was more likely to benefit from the price to be 

paid for the firm. 

 

A study conducted in New Zealand by Battisti and Okamuro (2010) highlights the lack 

of research attention previously paid to entrepreneurial exits. Their study employed a 

survey of small businesses to examine the determinants of intended exit modes 

between sale, succession, or closure. The authors conclude that intention to sell a 

business is significantly affected by both the performance and size of the firm as well 

as the involvement of the family and the method of entry of the founder or owner. In 

addition, the authors examined various exit options, including an examination of MBOs 

on the basis that recent evidence suggested owners of private firms were increasingly 

considering MBOs, ESOPs and similar structures as viable exit options. While this 

research was undertaken in New Zealand, this market has apparent similarities to the 

Australian business environment, economy, and legal framework.  

Basil Peters, a fund manager, investor and exit adviser, observes that “exits are the 

least understood part of investing, as often by the investors themselves as by the 

entrepreneurs” (Peters, 2009, p. 18). 

 

There is substantially more acceptance and more significant numbers of ESOPs in the 

USA. They also receive more generous taxation treatment on the basis that 

successive federal governments have introduced legislation to improve tax outcomes 

for ESOPs. As many baby boomers approach retirement, they will look to review 

various available exit options. In many cases, due to the asset boom of the last 40 

years, many are not reliant upon the sale of their business to fund retirement, so a 

broader range of exit options become viable. Legacy stewardship style exit choices 

are becoming more common, and decision drivers are changing.  
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Many studies (KPMG and Family Business Australia, 2015; DeTienne & Cardon, 

2006) describe the retirement of the baby boomer generation as the most significant 

wealth transfer in history. Therefore, understanding the process and choices made by 

those who own businesses to best realise those assets is an important aspect. 

 

1.4 Research Questions 

 

Accordingly, this research addresses the following general research questions: 

1. What are the succession planning methods currently being employed in 

Australian businesses? 

2. Which exit options are preferred, and what motivating factors are driving this 

choice? 

3. What is preventing the take up of ESOPs as an exit option for Australian SME 

business owners? 

1.5 Hypotheses 

 

The literature review has highlighted several key factors which contribute to exit 

choice amongst owners. At the same time, it is also clear that multiple factors 

contribute to the drivers of exit choice and this leads to a series of six hypotheses: 

 

H1: There is a positive relationship between the awareness of an exit option and its 

adoption. Exit options of which owners are more aware will be preferred.  

 

H2: Exit option choice is determined by its perceived relevance to an organisational 

size. There is a perception that some exit options are only relevant to larger listed 

corporations.  

 

H3: There is an inverse relationship between the length of time required to implement 

an exit option and its adoption. Exit options that require less time to implement are 

preferred.  
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H4: There is a positive relationship between financial reward delivered and the choice 

of exit option. Exit option choices with a greater degree of financial reward will be 

preferred.  

 

H5: There is a positive relationship between family acceptance of an exit option and 

its adoption. Exit options that provide greater family acceptance will be preferred. 

 

H6: There is a positive relationship between the involvement of experienced advisers 

and the exit option choice and its adoption.  

 

 

Baby boomers are currently turning 65 at a rate of 5,000 people per week (McCrindle, 

2014), and this will continue until 2029. Demographic factors in the USA are similar, 

where it is estimated that due to the retirement of baby boomers, businesses with a 

total aggregate value of over $10 trillion US dollars will be passed down by 2025 

(Jackim, 2006). Additionally, an estimated 65 to 75 per cent of US family businesses 

(approximately 10 million in total) will likely be up for sale within the next five years 

(Doerksen, 2014). This is a significant change in ownership of substantial assets and 

as such research into the key drivers of this area is important to help facilitate exit 

outcomes for this generation of retiring business owners.  

 

The review of the existing literature in the next chapter is designed to provide a 

detailed review of prior research relating to both business exit options and also the 

use of Employee Share Ownership Plans as an exit option. 
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Chapter 2: Literature Review 

 

As an initial step to better understand the existing research into Business Succession 

and Exit planning and what work has been done previously on the drivers of exit choice 

and the use of Employee Share Ownership Plans, a review of existing literature was 

completed and is summarised in this chapter. Many researchers have previously 

examined the baby boomer generation and their approach to retirement (Jackim & 

Christman, 2006), and a significant number have focused on those who own 

businesses, which represent a significant wealth contribution. Understanding how 

those baby boomer business owners manage the choice of how to exit from their 

business and what influences and drives that choice is an essential consideration for 

both owners and their advisers. A better understanding of the SME demographics, the 

role of succession and exit planning, including the various exit options available and 

the increase in Employee Share Ownership Plans as an exit option, will help improve 

the success of business owners planning to exit. 

 

2.1 Small and Medium-sized Enterprises in Australia 

According to the Australian Bureau of Statistics (ABS, 2021), there were 2,402,254 

active businesses in Australia as of June 2021, and 13.8 per cent (or 333,369) exited 

in the 2020–21 financial year. Approximately 880,500 of those businesses had 

between one and 200 employees and are classified as SMEs. The Australian Bureau 

of Statistics (ABS) defines an SME business as employing fewer than 200 people. 

Categories of businesses include: 

• Non-employing businesses (sole proprietorships and partnerships without 

employees) 

• Micro-businesses (businesses employing between 1 and 4 people, including 

non-employing businesses) 

• Other small businesses (businesses that employ between 5 and 19 employees) 

• Medium businesses (businesses that employ between 20 and 199 employees) 

• Large businesses (businesses that employ more than 200 employees). 
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SMEs contributed 57.7 per cent of total industry value-added, representing 

approximately $29.6 billion (Department of Innovation Industry Science and Research 

[DIISR], 2011). These businesses employed approximately 4.8 million people and 

were estimated to be valued at more than $4.5 trillion (Green, 2015; KPMG & FBA, 

2015).  

 

Many of these businesses were founded in the 1960s and 1970s by people 

approaching retirement age, when business exit becomes unavoidable (DeTienne & 

Cardon, 2006; Hayes & Schervish, 2003; PricewaterhouseCoopers [PwC], 2014). 

Approximately 70 per cent of privately owned businesses in Australia are owned by 

families (KPMG & FBA, 2015), and baby boomers own the majority. Baby boomers 

are those individuals who were born following WWII, between 1946 and 1964 

(McCrindle, 2014). 

Table 2 Australia’s Generational Profile  

Generation Birth years Number and % % Of workforce 

Builders 1930–1946 2.56 m (11%) 1% 

Boomers 1946–1964 5.21 m (22%) 34% 

Gen X 1964–1980 4.75 m (20%)  42% 

Gen Y 1980–1995 4.95 m (21%) 21% 

Gen Z 1995–2010 4.35 m (19%) 2% 

 

Source: McCrindle (2014). 

 

Whilst the first baby boomers turned 65 in 2011 (ABS, 2016), many delayed 

retirements and will continue to constitute the dominant age group in Australia’s 

population until 2029. According to the Productivity Commission (2015), the majority 

(57 per cent) of business owners in 2015 were older than 45 years. Figure 2 illustrates 

this age demographic particularly well. 
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Figure 2 Business Operators by Age 

 

 

Note: Sourced from ABS (2016). 

 

As business owners approach retirement, most will cease to own their businesses; 

however, up to 83 per cent have no defined or documented business succession or 

exit plan (Cooper, 2013). The KPMG report on family businesses stated that 76 per 

cent of family businesses intended to appoint a new chief executive officer (CEO) in 

the next five years, and further, 72 per cent expected to have some transfer of 

ownership in the next five years (KPMG & FBA, 2015). This represents a large number 

of transitions over the next ten years and a large amount of wealth to be “transferred”. 

The transfer of ownership represents an important stage in entrepreneurial activity. 

Through this transition, founders remove themselves from the business they own in 

terms of both ownership and decision-making and, importantly, most plan to generate 

a capital surplus for their efforts (DeTienne, 2010). 

 

Baby boomers are expected to turn 65 at a rate of 5,000 people per week (McCrindle, 

2014), and this will continue for the next 19 years. In the USA, a similar situation exists, 

where it is estimated that due to the retirement of baby boomers, businesses with a 

total aggregate value of over $10 trillion US dollars will be passed down by 2025 

(Jackim, 2006). Additionally, an estimated 65 to 75 per cent of US family businesses 

(approximately 10 million in total) will likely be up for sale within the next five years 

(Doerksen, 2014).  
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2.2 Business Succession and Exit Planning 

 

“Exit” has been described as the complete or majority transfer of ownership, shares 

and control from the owner to a successor; however, it is important to view exit as a 

process and not an event. Burlingham (2013) describes it as a continuum of 

experience which begins long before the sale or transfer of the business. Burlingham 

(2013) proposes four main phases: a) exploratory, b) strategic, c) execution and d) 

transition. 

 

Foo (2010) completed an empirical study of SME exits to identify the processes taken 

by owners to enable a successful exit. Foo states that there is available literature 

devoted to, or focused on, business exits (or “harvesting” in his terminology) that does 

not include business cessation. Foo’s research focused on the different results and 

impacts of two exit scenarios – reactive (unsolicited offers from buyers) and proactive 

preparation and planning, as well as the different driving motivators of the owners. 

Whilst Foo’s work only examined a small number of businesses (and all were 

successful exits), he states that further study of exits, explicitly focusing on identifying 

and integrating buyer activities and approaches to the overall exit process and 

including a more detailed study of comparative costs and resources associated with 

respective exit activities, would add significantly to the understanding of exit options. 

 

Further research undertaken by DeTienne et al. (2015) examined worldwide data on 

business succession and exit activity, and the authors conclude that the transfer of 

resulting wealth is substantial and warrants scholarly examination. The authors 

identified various exit strategies and condensed them into three higher-order exit 

options: financial harvest, stewardship, and voluntary cessation.  

 

“Financial harvest” refers to the ability of the owners to “harvest” the equity value in 

the business and successfully extract that value upon exit, such as by IPO or sale to 

an independent external buyer. On the other hand, stewardship does not involve any 

harvesting of value but, instead focuses on an ongoing role for the owners to influence 

the future and long-term viability of the firm, often via family succession or employee 

buyout. Finally, voluntary cessation, typically liquidation or discontinuance, is primarily 
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adopted when the business fulfils its original purpose or when the primary activity 

substantially changes, according to De Tienne et al. (2015).  

 

DeTienne et al.’s (2015) study identifies relevant predictor variables at the individual 

and firm levels. In addition, the work includes a detailed examination of previous 

studies related to various exit routes and strategies. Interestingly, DeTienne et al.’s 

(2015) research classifies employee buyout (which can consist of ESOPs) as a 

stewardship exit strategy, as distinct from harvest; although, practical experience 

indicates that this does not necessarily need to be the case. Unfortunately, DeTienne 

et al. (2015) focused on stewardship exit strategies and excluded ESOPs from their 

hypothesis and findings “due to the paucity of existing literature” (p. 263). 

 

Further study on the issue of small business exit provided a detailed review of the 

research and positioned the topic as a multidimensional and multidisciplinary process. 

DeTienne and Wennberg (2013) proposed three key theoretical perspectives on the 

issue of exit: career choice economics (individual exit), entrepreneurship (individual-

firm interface is important), and strategy and organisational theory (firm exit – often as 

a failure). They analysed 28 prior studies of small business exits over the previous 20 

years and categorised those studies according to the three perspectives outlined 

above, thereby creating a comprehensive matrix of the studies and the underlying 

theoretical perspectives. These perspectives may help explain the various exit drivers 

and issues, including successful “harvest” exits and exits resulting from failure. 

Several of these aspects are linked to both firm and employee behaviour, and this 

links directly with some of the key aspects of employee buyout as an exit strategy. 

 

Entrepreneurial exit is often argued to be an important part of the entrepreneurial 

process (DeTienne, 2010). Value creation affects the ability to harvest the value of the 

business in the future, and entrepreneurial exit has a significant effect on firms, 

industries and the wider economy. DeTienne (2010) outlined various phases of the 

entrepreneurial process and examined each phase by exploring the development of 

an exit strategy, the reasons for exit and the various options available. DeTienne and 

Wennberg (2013) proposed that ownership structure affects the decision to enter the 

development of an exit strategy and further impacts the options for exit. This article 

included an attempt to link the decision to exit and varying exit options with ownership 
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structures and included a limited discussion of the potential to utilise an employee 

buyout or stock option as an exit strategy. 

 

For each business, there are several possible exit options, though not all may be 

suitable or appropriate given the size, ownership structure and goals of the owner in 

exiting. The options range from relatively simple options used by many family-owned 

businesses; generational transfer (family), selling the database or list and selling to 

other shareholders to more complicated options utilised by larger businesses; partial 

sale, employee share ownership plan (sometimes referred to as a management buy-

in), trade sale, involvement of private equity or venture capital, strategic sale and initial 

public offering (IPO). The range of options is outlined below in terms of advantages 

and disadvantages and is also classified in Figure 1 on page 2 by complexity and 

potential sale price. 

 

Exit Option Theme Advantages Disadvantages 

Liquidation Legacy 

Stewardship  

Nil – not normally a 

voluntary choice 

Little prospect of 

financial return 

Family & Friends Legacy 

Stewardship  

Retained in family Low financial 

return. 

Sale of database Legacy 

Stewardship  

Fast transaction, 

low cost 

Low financial 

return, difficult 

transition 

Sell to other 

shareholders 

Legacy 

Stewardship  

Fast transaction, 

lower cost, easy 

transition, known 

buyer 

Potential dispute 

around valuation, 

lower financial 

return 

Partial sale Combination Fast transaction, 

known buyer, low 

level of due 

diligence 

Potential loss of 

control 

ESOP / 

Management buy-

out 

Combination Known buyer, 

preserves staff 

legacy, little due 

Slower transition, 

funding issues. 
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diligence, lower 

cost 

Trade Sale Financial Harvest Industry buyer, 

easy transition 

Funding issues, 

change in culture 

and values. 

Private Equity / 

Venture Capital 

Financial Harvest Higher financial 

reward, 

experienced 

buyers, no funding 

issues. 

Difficult buyers, 

complicated deal 

structure and 

increased costs 

Strategic Sale / 

Listed Company 

Financial Harvest Much higher 

financial reward, 

experienced 

buyers, no funding 

issues. 

Difficult buyers, 

large volume of 

compliance and 

due diligence. 

IPO  Financial Harvest Highest financial 

reward. 

Risky process and 

timeline, high cost, 

complicated deal 

structure and high 

levels of 

compliance and 

due diligence 

 

 

In terms of family business continuity and succession, Dana et al. (2015) examined 

management and governance practices utilised by family businesses and the 

relationship to the multigenerational continuity of those businesses, including 

examining both family harmony and firm performance. Based on a national survey of 

Australian family business owner-managers, Dana and colleagues examined levels of 

awareness, acceptance, and implementation of 35 main practices, which can be used 

as tools for understanding and explaining continuity of family firms. In addition, the 

research included an examination of succession and exit options and the level of 

preparation and education required to achieve a successful succession outcome.  
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This study was somewhat limited because it only examined family-owned businesses 

and concentrated on multigenerational succession as the only potential successful 

outcome. However, it did classify seven key attributes – stewardship, governance, 

communication, professionalisation, education and development, continuity planning 

and corporate citizenship – which contribute to success. Further, they included 

continuity planning – succession, exit options, succession planning, timely retirement 

of incumbents – as a critical strategic planning and management issue to be 

addressed (Dana et al., 2015). 

 

Iqbal (2015) investigated the idea of triggering the exit process with the concept of exit 

contemplation by a business owner. He examined the extent to which an SME owner’s 

human capital, entrepreneurial orientation, firm performance and psychological 

ownership are related to their exit. Iqbal proposed that specific trigger events (and the 

underlying behavioural drivers) create different exit outcomes for business owners, 

depending on individual circumstances. Included in Iqbal’s analysis was an 

examination of the various exit options available to business owners and the potential 

drivers behind each, including the utilisation of ESOPs. This study was limited in 

geography and focused on Indonesian businesses only; therefore, it may have a 

significant cultural bias. Nevertheless, the examination of the initial trigger and process 

upon which the owner decides to exit, and the effect that may have on the choice of 

exit option, is undoubtedly relevant to the current study. The study highlighted the use 

of an ESOP as favourable to the owner on the basis that it provided a mechanism to 

allow owners to exit progressively, distribute his or her financial reward over a longer 

period and continue involvement in the firm.  

 

Kang and Uhlenbruck (2006) proposed that an important factor in determining “the 

stock of entrepreneurship at any point in time is the number of and quality of exit 

options available” (p. 62) to the entrepreneur. In other words, the decision to invest in 

an opportunity partly depends on the likelihood of being able to exit and realise returns 

voluntarily. Wiklund et al. (2013) note that very little attention has been given to 

external ownership transitions in the literature: “given that so many firms transition 

from the family business category, the choice of transition mode is worthy of more 

conceptual and empirical attention” (p. 1327). Given the large volume and value of 
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businesses to be sold, the capital required, and the lack of other baby boomers or 

family members to assume control, it is likely that professional financial buyers will 

play an increasing role. 

 

Recent literature has also emphasised the increasing importance of advisers (Blair 

and Marcum, 2015; Reay et al., 2013; Salvato and Corbetta, 2013; Strike et al., 2018) 

on the business succession and exit planning process. Studies have also looked at 

both the type of advisers involved and the duration of the adviser’s involvement (Strike 

et al., 2018; Sharma et al., 1997), both critical factors that the extant literature has 

assumed to affect the succession outcomes. For example, Bertschi-Michel et al. 

(2021) highlight the difference between types of advisers as either formal or informal, 

with formal advisers being externally hired professionals in law, accounting, finance or 

change management and informal advisers more likely to be key employees, close 

friends, or family members. The same study also examines the period of involvement 

of the adviser in the process, concluding that the involvement of formal advisers 

involved throughout the process produces far more successful succession outcomes. 

 
2.3 Psychology of Succession and Exit 

Popular literature highlights the key challenges owners face in transitioning from their 

role as owners and exiting their business (Burlingham, 2013; Peters, 2009; Prisciotta 

& Weber, 2005; PwC, 2014). Several of these studies identified a lack of any 

documented exit strategy as a significant risk to continuity of the business, yet 63 per 

cent of owners had made no preparation for this inevitable event (Prisciotta & Weber, 

2005).  

 

The ultimate impact of failing to plan is that 70 to 80 per cent of businesses fail to sell 

on the first attempt (West, 2015). Of those that do, the vast majority of sellers regret 

their sale within 12 months, and very few are satisfied with the price and terms 

(Burlingham, 2013). 

 

Exit failure is most often attributable to the psychology of business owners (Peters, 

2012). Peters (2012) asserted that the single most significant barrier is believed to be 

the owner’s inability to overcome psychological impediments. Several authors have 

argued that founder-owners experience a unique emotional attachment to their 
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business that makes an exit psychologically challenging (Akhter et al., 2013; Hammer 

& Khelil, 2014; Iqbal, 2015; Sharma et al., 2003). 

 

According to the available literature, for the majority of owners who fail to consider 

their exit strategy until they decide to exit, the strategic phase is likely to be hastily 

engaged (DeTienne & Cardon, 2006). This is mainly because they have not formed 

robust goals and answered critical, self-reflective and existential questions 

(Burlingham, 2013). Consequently, these owners limit their potential or available exit 

options and lessen the opportunity to maximise wealth and legacy – at worst, some 

owners will fail to move through the strategic phase altogether. 

 

A PwC study, reported by the Exit Planning Institute (EPI; Cooper, 2013), agreed with 

Burlingham’s assertion that the transition phase is challenging for owners who exit 

through a transaction, finding that 75 per cent regretted it within 12 months. According 

to Kets de Vries et al. (2007), researchers at the Institut Européen d’Administration 

des Affaires (INSEAD), owners and entrepreneurs’ characteristics, behaviours and 

experiences are the core of who they are and how they experience the world. Their 

attachment to the business and letting go of it creates profound emotional challenges 

(Akhter et al., 2013; Burlingham, 2013; Forster-Holt, 2013; Iqbal, 2015; Kets de Vries 

et al., 2007; Weesie & Teeffelen, 2013). 

 

Multiple studies have examined the common characteristics of successful 

entrepreneurship: 1) tolerance for ambiguity, 2) propensity for risk, 3) high innovation 

bias, 4) need for goal achievement, and 5) desire for control (Rauch & Frese, 2000; 

Shane et al., 2003; Yusof et al., 2007). However, there has been little examination of 

how these characteristics, generally viewed as strengths, may become less desirable 

at the point of exit and how they shape the self-image and identity of the owner.  

 

Several researchers (Burlingham, 2013; Peters, 2009; Sharma et al., 2003b; Van 

Teeffelen, 2012) have determined that the psychological attributes of the owner are 

the primary contributing factor to failed business-owner exits. Some authors 

(Burlingham, 2013; Noble & Walker, 1997) assert that failure to exit arises because 

owners fail to complete psychological tasks required during the early exploratory 

phase – exit is simply unnatural to the composition of most entrepreneurs. Weesie and 
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Teeffelen (2013) suggested that owners’ self-identity is strongly tied to their role and 

claimed that it is the critical reason owners fail to exit. On the other hand, those 

entrepreneurs (typically serial entrepreneurs) who view successful exit as a goal are 

typically intrinsically motivated to exit their role and harvest the fruits of their labour 

(Kets de Vries et al., 2007; Rauch & Frese, 2000; Waight, 2006). 

 

Owners with a strong balance between work and non-work lives can find fulfilment and 

satisfaction in each domain (Gropel, 2005; Olson-Buchanan & Boswell, 2006). 

Business owners with a strong work-life balance are likely to experience lower 

dissonance with the exit process than those whose balance is strongly work-focused. 

The loss of the dominant focus – work as owner – is expected to create greater tension 

and may lead to avoidance of exit (Gropel, 2005; Olson-Buchanan & Boswell, 2006). 

 

Additionally, while considerable work has been done to understand the unique 

characteristics of entrepreneurial exit (DeTienne & Cardon, 2006; DeTienne et al., 

2015; Kaplan et al., 2012; Wennberg et al., 2010) and the issue of emotional 

attachment with regard to exit (Akhter et al., 2013; Waight, 2006), several gaps remain 

in the literature. Researchers, owners, advisers and brokers report that exit is a 

profoundly emotional experience (Burlingham, 2013; Peters, 2009; Weesie & 

Teeffelen, 2013). 

 

Likewise, as noted by Hammond et al. (2016), there is “widespread acknowledgement 

that controlling families value many non-financial and family-related outcomes” 

(p. 1209). Similarly, the PwC (2016) survey of family businesses noted that 72 per 

cent of respondents measured success in more than just economic terms. Hernandez 

(2012) defined a stewardship-based exit strategy in which a selling owner recognises 

an “ongoing sense of obligation or duty to others” (p. 174). Miller et al. (2008) noted 

that exiting owners under the stewardship-based exit strategy are willing to sacrifice 

financial gains for the welfare of other stakeholders. 

 

The various exit options employed by owners come with varying levels of involvement, 

participation and timelines and this may increase the impact on the owner, their family 

and other stakeholders. The work of Miller et al. (2008) and Hernandez (2012) 

highlighted the different impacts on owners the various exit choices could involve. 
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Of particular relevance is the employee stakeholder group. This is an obvious choice 

given that the PwC (2016) survey indicated that 74 per cent of family business owners 

believe they do a better job of “looking after staff” relative to larger and publicly traded 

businesses. This is seen as a competitive advantage for SMEs, and owners are often 

keen to “look after” employees who have helped them build the business over time. 

 

The change in baby boomer wealth and retirement trends and increased focus on 

stewardship legacy exit options increases focus on an employee share ownership plan 

as a potential exit option. 

 

2.4 Employee Share Ownership Plans 

An employee share ownership plan (ESOP), also referred to as an employee share 

option plan, employee share scheme (ESS), employee share ownership scheme or 

employee equity scheme, is a remuneration scheme under which firms offer their 

employees shares, stapled securities or rights to acquire them (options). ESOPs 

should not be confused with cooperative, mutual and member-owned firms (Senate 

Economics Reference Committee, 2016), which may or may not have an ESOP. 

 

ESOPs enhance enterprise performance by promoting worker productivity 

(Department of Employment and Workplace Relations [DEWR], 2000). There have 

also been studies related to the use of ESOPs as a means of reducing agency costs 

through directly monitoring employees and through adopting incentive-based forms of 

remuneration (Pendleton, 2006). Principal–agent behavioural theory argues that 

employee rational self-interest, aversion to risk and effort creates costs for an 

organisation. In the absence of complete information, the principal (business owner) 

must increase productivity through a mixture of compensation and monitoring of 

agents (employees). ESOPs are a way to align principal and agent efforts to improve 

productivity; however, a free-rider effect is expected to diminish the effect of ESOPs 

in larger firms (Sesil & Lin, 2011). It has also been argued that ESOPs reduce wealth 

inequality and improve firm and aggregate economic outcomes (Kozlowski, 2013). 

Policymakers and advocates consider ESOPs to be an important mechanism to 

encourage start-up activity by enabling Australian employers to improve cash flow and 

attract and retain talented staff at lower rates of wage compensation (when 
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supplemented with shares or options; Department of Prime Minister and Cabinet, 

2014). 

 

The Shared Endeavours Majority report identified three key interrelated objectives: 

ownership objectives, whereby plans are used to transfer all or part ownership of a 

company; remuneration objectives, whereby shares are used as an incentive for 

employees; and workplace change objectives, whereby shares are used to change 

the culture of the company (DEWR, 2000, p. 30). 

 

According to Landau et al. (2007), employee share ownership “has enjoyed bipartisan 

support in Australia” (p. 25), both Liberal and Labour governments over the last 15 

years have made several changes designed to improve the utility and adoption of 

employee share plans. ESOPs can take many different forms and use many different 

structures to implement what is broadly described as an employee ownership model. 

However, there are two fundamental models which vary primarily in the amount of 

equity they offer for employee ownership: “One category provides benefits to 

executives or managerial employees, while the other is aimed at general employees” 

(Brown & Lau, 1997, p. 34). The first category, (executive plans) minority plans, is 

typically found in larger companies trying to reward and incentivise senior 

management. These plans offer a far smaller amount of equity for employee 

ownership and are often a component of the company’s overall remuneration and 

incentive planning; employees have little interest in governance or management 

participation. The second category (broad based plans), are majority employee-owned 

firms, is characterised by active employee involvement and a strong sense of 

ownership; employees are more involved in the corporate governance and decision-

making processes. Accordingly, French et al. (1987) argue that the orientation of 

minority, executive plans is primarily focused on being part of a remuneration strategy, 

and therefore they are not focused on succession or exit. 

 

The use of ESOPs varies internationally, as does the number of employee 

participants. The USA is seen as the leader in employee ownership, with ESOPs 

emerging as early as the 1920s (Blair et al., 2000). The most recent wave of use 

commenced in the mid-1970s when specific ESOP legislation was introduced. 

According to the National Centre for Employee Ownership (NCEO, 2010), in the USA, 
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11,500 companies use an ESOP, encompassing 13.5 million employees and US$213 

billion in ownership capital. The total of the various ESOP structures is estimated to 

involve approximately 20 per cent of the US private sector workforce in share 

ownership (Blasi et al., 2003). 

 

Notably, ESOPs are most common in the Anglo-American economies, or what Hall & 

Soskice (2001) call the “liberal market economies” (p. 48). This appears to be primarily 

a result of those governments having legislated to promote the plans and offer tax 

incentives. Various studies, such as Poutsma et al. (2013), have shown that regulation 

and fiscal concessions are critical influences on the incidence of financial participation 

schemes (such as ESOPs). Though, according to the Shared Endeavours report, 

“very little of a substantive nature is known about employee share plans in Australia 

at all” (Standing Committee on Employment Education and Workplace Relations, 

2000, p. 41–42). According to the Office of the Chief Economist (2017), the percentage 

of Australian firms with ESSs grew from 0.23 per cent in 2006–07 to 0.57 per cent in 

2014–15, and the average total ESS expenditure per firm per annum was $1.58 

million. Further, the average ESS payments per employee per annum were $10,200. 

 

In simple terms, employee ownership provides employees with additional rights to 

those customarily expected: a right to share in the company’s profits, access to 

information on company finances and operations, and rights to participate in 

management (Rousseau & Shperling, 2003). However, there are multiple types of 

plans and multiple parameters within those plans; the extent to which employees are 

entitled to profits, information, management and participation rights varies 

considerably (Ben-Ner & Jones, 1995). Research has highlighted the wide variety of 

plans available as a potential barrier, “This variety means generalisations about 

employee share ownership have to be made with caution” (Kaarsemaker et al., 2010, 

p. 316). According to survey data published by Landau et al., the main reason 

Australian firms introduce ESOPs is to motivate, attract and retain competitive and 

valuable employees (Landau et al., 2013). The issue of succession and exit planning 

using an ESOP is not mentioned in the research. 

 

In terms of the impact upon owners, the utilisation of an ESOP as an exit choice 

represents a unique combination of both legacy stewardship and financial harvest 
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outcomes. Where business owners do not require a financial harvest outcome then 

the choice of an ESOP as the exit option allows for a longer transition, caters to key 

stakeholders (employees) and allows the business owner to exit gradually over time. 

 

 

 

2.5 Determinants of employee share ownership 

In general terms, small, minority equity stakes are often acquired by employees of 

larger listed entities (Pendleton, 2001). The literature here is substantial and tends to 

focus on agency theory – that is, on the principal-agent framework and the issue of 

how the principal gets the agent to do what the principal wants (Jensen & Meckling, 

1976). Agency theory states that optimal employee arrangements will be a trade-off 

between incentives and risk. A substantial volume of material in the remuneration 

literature suggests that higher risk facing firms are less likely to use incentive-based 

pay arrangements, possibly due to employee risk aversion (Bloom & Milkovich, 1998). 

Some additional key factors identified as being related to the use of ESOPs include 

size, employment/workplace characteristics, risk, and liquidity. 

a. Size 

Many studies have reported that size is widely associated with the adoption and use 

of ESOPs (e.g., Festing et al., 1999; Kruse, 1996; Pendleton et al., 2001; Landau et 

al., 2007). ESOPs appear to be more suitable for larger firms primarily because of their 

lower transaction costs (Lenne et al., 2006). As noted above, this is one of the key 

variables proposed to inhibit the adoption of ESOPs in Australia. 

 

According to the Employee Share Ownership Development Unit (ESODU) research, 

whilst 30 per cent of large businesses (those with more than 100 employees), 39 per 

cent of companies with more than 50 offices in Australia, and 32 per cent of companies 

with an annual turnover of $50 million had ESOPs, only 8 per cent of private 

companies had ESOPs, and 9 per cent of small businesses (5–19 employees) had 

ESOPs (DEWR, 2000). In addition, the Shared Endeavours report recognised that the 

adoption rate of ESOPs in the unlisted sector, since their introduction in Australia in 

the 1970s, has been significantly lower than that in the listed sector (DEWR, 2000, p. 

21–22). 
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b. Employment/workplace characteristics 

The research in this space appears to be uncertain and often contradictory. Some 

evidence suggests that ESOPs are most prevalent in professional sectors, such as 

professional services and IT (Kruse et al., 2007). Other studies suggest that ESOPs 

are most likely to be used when production is human-capital intensive, on the basis 

that there is a more extensive, often less skilled workforce which is more difficult to 

monitor (Jones et al., 2006); however, some studies have reported that workforce 

composition is not related to use of share plans (Pendleton, 2001). One study found 

negative relationships between share plans and teamwork on the basis of the free-

rider problem, whereby benefits are distributed amongst a large number of employees 

and, therefore, individual incentives become diluted (Kruse, 1996).  

c. Risk 

Agency theory states that optimal contracts between employees and owners consist 

of a delicate balance between incentives and risk. However, a 2002 study by 

Prendergast suggested a positive relationship between risk and incentives based on 

the theory that, in more uncertain settings, the principal is better off delegating 

responsibility, and this requires the use of incentives such as ESOPs.  

 

An additional consideration is the increased risk because of concentration – having 

income from both employment and investment in the same business creates a 

concentration of risk in one asset. If the business fails, then both income and 

investment are at risk, and are lost in many cases. A study conducted in the US by 

Kruse (1996) suggested that employee-owners have superior retirement provisions, 

even excluding their ESOP stake, mainly because their firms are more likely to have 

defined benefit pension plans. In addition, this “may also reflect the use of employee 

ownership as a form of retirement savings in the USA” (p. 194) as highlighted by 

Landau et al. (2013) This is clearly not the case in Australia. 
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d. Liquidity 

Firms with cash-flow constraints and a high need for capital, which can often only be 

sourced at higher costs externally, may substitute equity compensation for cash 

payments to employees to reduce the cash required. While this is not usually 

succession-related, it does highlight the funding aspect (and, hence, perceived cost) 

of ESOPs (Core & Guay, 2001). An additional perspective is that share plans signal 

to employees that investment in human capital will be protected. An analysis 

completed by Robinsons and Zhang (2005) reveals that an ESOP is more likely to be 

engaged “in a workplace that depends upon and encourages employees to make 

valuable investments in their human capital… the evidence confirms the influential and 

independent role that employee share ownership plays in supporting human capital” 

(p. 484). The lower liquidity of unlisted firms and the difficulty in objectively determining 

fair market value, both at the time of take-up and employee exit, are fundamental 

difficulties in implementing broad-based employee share plans in unlisted firms 

(Landau et al., 2013, p. 55). 

2.5.1 Employee participation 
 

The issue of employee participation in ESOPs, while relevant, has been mostly 

disregarded until recently. This is because much of the early work was focused on 

majority-owned plans and, thus, the issue was largely irrelevant, as all employees 

typically received shares. Newer work focuses on the predominantly financial 

orientation of employees and that income (and, therefore, employees’ capacity to 

participate) is a key influencer (Dewe et al., 1998). A recent European study based on 

the European Working Conditions survey of 2005 (Blaszczyk, 2014) found that 

employees in managerial/senior positions were four times more likely to actively 

participate in the workplace, in terms of engagement, as compared with unskilled 

workers. Accordingly, employee interest in participation is one of the factors identified 

as potentially impacting ESOP adoption in Australia. Consistent with previous work 

(Stradwick, 2000) and overseas research (Pendleton, 2002), participants in a 

Melbourne study (Landau & Ramsay, 2013) cited employee recruitment and retention 

as one of the most critical goals for the implementation of ESOPs in practice for 

unlisted entities. Australian ESS policy may benefit from additional incentives that 

encourage collective shareholding by employees (e.g., trusts) in order to limit the “free 

rider” problem or incentivise complementary management practices (e.g., high level 
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of information sharing) to encourage an innovative, cooperative culture (Conyon & 

Freeman, 2001; Kruse, 1996; Sesil & Lin, 2011). 

 

2.5.2 Impact on employee attitudes and performance 
 

A large body of academic research exists, beginning as early as 1987, which is almost 

overwhelmingly positive in terms of the impact of an ESOP on employee attitude and 

performance (Klein, 1987). The study by Klein (1987) identified three critical aspects 

of employee ownership affecting attitudes and behavioural change: intrinsic 

satisfaction, where ownership per se is sufficient to bring about attitudinal and 

behavioural change; extrinsic satisfaction, when ownership leads to attitudinal and 

behavioural change because it is financially rewarding; and instrumental satisfaction, 

where ownership brings about change by facilitating other outcomes which are desired 

by employees, such as more involvement and participation in decision making. This 

work was further developed by Brown et al. (2014), who proposed that employee share 

ownership leads to a change in employee mindset, and ultimately, attitudinal and 

behavioural change. Although the results of all prior studies have been equally 

positive, several gaps in the research exist. For example, what level of share 

ownership results in real attitudinal change has not yet been examined. The 

relationship between the level of employee share ownership and the level of 

performance is also strongly linked to culture and employee involvement (Beyster, 

2007). Ownership alone does not necessarily lead to performance improvements, but 

employee involvement (Kato & Morishima, 2002) and company culture combined with 

ownership tend to improve performance (Sengupta et al., 2007).   

 

Further, several studies have focused on employee wealth and wages relating to 

ESOPs. For example, Blair (2000) found eight per cent higher compensation levels in 

public companies where broad-based ESOP plans held at least five per cent of 

company stock. In addition, Kardas et al. (1998) confirmed that levels of pay and other 

benefits were similar between ESOP and non-ESOP firms in companies in 

Washington State in the US. They proposed that this was an indicator that ownership 

wealth from ESOPs does not substitute for present-day income; instead, it comes in 

addition to worker pay and benefits. Thus, this results in far greater overall 
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compensation packages in ESOP companies and potentially more significant 

employee loyalty and engagement. 

 

Regarding employment stability, Blair (2000) also found substantial evidence of 

increased job stability in US public companies with broad-based employee ownership 

plans compared with otherwise similar firms. ESOPs typically lead to a reduction in 

employee turnover, which may result in increases in productivity (Sesil & Lin, 2011). 

Employee turnover is also a reasonable measure of employee satisfaction and is 

highly correlated with firm and employee performance (Park & Shaw, 2013). 

 

Rosen et al. (1986) used a scale to test satisfaction with ESOP participation. They 

reported that 80.4 per cent of respondents were “proud” to own shares in their 

company, and 51.7 per cent reported that it was “very important” to them that their 

company had an ESOP. Only 4.5 per cent of shareholders “did not care” about their 

company’s ESOP.   

 

2.5.3 Impact on workplace and company performance 
 

Several studies have emphasised the capacity of ESOPs to retain valuable 

employees, either by signalling a firm’s commitment to their employees (Robinsons & 

Zhang, 2005) by locking in employees through the deferred nature of share plans 

(Sengupta et al., 2007) or by linking employee rewards to the business cycle (Oyer, 

2004). In addition, there are multiple studies on the financial, productivity and 

profitability effects of an ESOP, almost all of which are positive (e.g., Beyster, 2007; 

Doucouliagos, 1995; Kaarsemaker et al., 2010; Kato & Morishima, 2002). Most of 

these studies indicate that the improvements are often individually small but 

undoubtedly more significant when two things are combined: majority employee 

ownership (Doucouliagos, 1995) and employee participation and involvement in 

decision-making (Kato & Morishima, 2002). Significantly, Sengupta et al. (2007) 

concluded that “a substantial part of the explanation of this positive association with 

labour productivity and financial performance is due to the promotion of lower labour 

turnover in share ownership workplaces” (p. 152). 
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Kruse (1996) summarised the results of 11 studies evaluating performance before and 

after the adoption of an ESOP, comparing ESOP to non-ESOP firms and comparing 

post-adoption performance to matched non-ESOP firms. The study concluded that, on 

average, for all the performance categories, ESOP companies did better per year than 

non-ESOP companies and, additionally, companies did better post- compared with 

pre-adoption. They estimated the average increase in performance across tests and 

studies was 4 per cent annually (Kruse, 1996). 

 

In a project report sponsored by the National Centre for Employee Ownership (NCEO), 

Kruse et al. (2007) examined all privately held companies with ESOPs in 1988, finding 

that they had a much higher survival rate than closely matched firms without ESOPs. 

For example, of the 1,176 private companies with ESOPs in 1988, 69.6 per cent 

survived through to 1999, compared with only 54.8 per cent of non-ESOP companies 

in the same industry and of the same size. 

 

In a more detailed study, Blasi et al. (2016) concluded that shared capitalist forms of 

pay are associated with high-trust supervision, participation in decisions, information 

sharing, and a variety of positive perceptions of company culture. Moreover, at the 

firm level, shared capitalist forms of pay are associated with lower voluntary turnover 

and higher return on equity (ROE). 

 

Further, Blasi (2003) analysed 70 empirical studies on the effects of employee stock 

ownership, broad-based stock options, profit sharing and employee participation 

(which they describe as the four key aspects of partnership capitalism). They found 

that, on average, adoption of any of the four forms of partnership capitalism resulted 

in the gains listed in Table 3 (below).  

Table 3 Investor Gains from Sharing Ownership  

 

Note: Based on Blasi et al., 2003. 

Freeman Effects of ESOP Adoption and Employee Ownership page 13 

 

employee owned firms with higher job stability also had higher productivity and better stock market 

performance than comparable non-employee owned firms. 
 

No one has studied ESOP resilience or an ability to deal with adversity (e.g., Freeman, 2004) per 

se, but Estrin and Jones (1992) found that French worker cooperatives were more likely to survive 

than their non-employee owned counterparts under a variety of conditions. Iqbal et al. (2000) found 

that firms with ESOPs were able to improve operating performance when their stock prices were 

falling as well as when stock prices were rising. 

 

Shareholder Return – The Positive View 

Blasi et al. (2003: 155-157) analyzed the entire universe of seventy empirical studies they could 

find on the effects of employee stock ownership, broad based stock options, profit sharing, and 

employee participation (which they describe as the four key aspects of “partnership capitalism”). 

They report,  
 
 

The results surprised even us, not because they were so positive, but because they were so 
extensive and so uniform.… The most striking conclusion: Every major study found that investors 
came out ahead if their company adopted key elements of partnership capitalism.… 

They found that adoption of any of the four forms of partnership capitalism results, on average, 

in the gains listed in Table 3: 
 

Table 3. Investor Gains from Sharing Ownership (Blasi et al., 2 003) 
 

Performance measure Gain from employee ownership 

Average employee ownership 8% -- after dilution 
Productivity 4% 
Return on equity 14% 
Return on assets 12% 
Profit margins 11% 

Total shareholder returns 2% -- after dilution! 

They explain: 
 

In other words, the studies show that on average, companies and their investors made a profit on 
partnership approaches, including stock options, over and above any ownership they dished out 
to employees. They gave workers an 8 percent ownership stake, and in return enjoyed an 
average of a 2 percentage point higher return on the diluted shares they still held. 

 

U.Penn Center for Organizational Dynamics  January 2007 
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In other words, the studies examined by Blasi (2003), show that, on average, 

companies and their investors made a profit on partnership approaches (including 

stock options) over and above other incentives offered to employees. They gave 

workers an eight per cent ownership stake and, in return, enjoyed an average of a 

two-percentage-point higher return, even after considering the dilution of equity after 

eight per cent of the equity was allocated to employees.  

 

Based on the ABS (2015) Economic Activity Survey, SMEs with an ESS had a 94-per 

cent growth rate in sales and a 56-per cent growth rate in value-added per employee 

over three years, as compared with 62 per cent and 29 per cent, respectively, for 

SMEs without an ESS (Office of the Chief Economist, 2017). Further, 75 per cent of 

139 firms surveyed by the University of Melbourne either agreed or strongly agreed 

that having a broad-based ESS encouraged increased productivity (Landau & 

Ramsay, 2013). 

 

2.5.4 Participation 
 

It has been regularly argued that employee participation in decision-making is a crucial 

contributing factor to the likelihood of ESOPs being able to secure attitudinal change 

and achieve improvements in company productivity; these arguments have been 

accepted mainly by policymakers (Blaszczyk, 2014).  

 

In a further study, Brown et al. (2012) reported results from a survey of employees 

who were asked to rank the essential elements of an ESOP. Below are the factors 

ranked by the percentage of employees who found them significant.  

1.  Financial payoff (68 per cent)   

2.  Fair treatment (67 per cent)   

3.  A sense of community (59 per cent)   

4.  Employee influence on the management of the company (42 per cent)   

5.  Individual influence on decisions affecting daily work (38 per cent). 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While the first factor is financial and relatively obvious, the other factors are not related 

to financial issues and are more focused on employee involvement, engagement, and 

influence. This indicates that while financial payoff was the most significant issue, the 

combination of other issues appears to be important to most employees. 

 

Further research among companies with an ESOP in place strongly supports the focus 

on aligning interests, shared financial success and attracting and retaining key 

employees. The graph from this study (Figure 5; Landau et al., 2013, p. 159) shows 

that a very high percentage of employers are looking to attract and retain key 

employees, as well as to align staff interests and share financial success; they are 

also using ESOPs as a mechanism to show the company values its employees. It is 

clear that the predominant objectives are based on workplace relations or human 

resource management rationales. 

 

Figure 3 Employer Drivers for ESOP Adoption 

 

Note: Sourced from Landau et al. (2013).  

 

In the same study, Landau et al. (2013, p. 161) provided a detailed list of potential 

barriers identified by companies who did not have an ESOP. This list was broad and 

diverse, with no individual item achieving higher than 40 per cent, as summarised in 

Figure 6 below. According to Landau et al. (2013), “This may suggest that many 

respondents have simply not considered ever having an ESOP or were apathetic 

towards the practice” (p. 162).  
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Figure 4 Potential Barriers to ESOP Adoption 

 

Note: Sourced from Landau et al. (2013). 

These findings are remarkably similar to the ESODU research (DEWR, 2004), which 

asked a similar question and reported four main barriers: a perception of lack of 

relevance of employee share ownership to the business, practical issues regarding 

tax and legal complexities, employee resistance, and expensive setup and 

maintenance costs. 

 

Blasi (2003) summarised ten different studies, as provided in Table 4 below, which 

analysed the relationships between employee ownership and satisfaction. 

 



 33 

Table 4 Key Employee Owner Satisfaction Studies 

 

Comparison Authors Source of data 
Explanatory 
variables Main Results 

     

 

Greenberg 
(1980) 

Surveys of 550 employees in 4 US 
plywood co-ops and large non-
employee-owned firms. 

Co-op 
membership Higher work satisfaction for co-op members. 

Between 
employee 

owners and 
non-owners 

Hammer, 
Stern & 
Gurdon 
(1982) 

Surveys of 233 employees into firm say 
by employee buyouts, 1 to 2 years later. 

Ownership 
status, stake. 

Lower alienation from work among owners in 
both firms: satisfaction similar for owners and 
owners in one firm: higher for some owners in 
other: not linked to ownership stake. 

  
Long (1978, 
1980) 

Survey of 87 employees six months 
after 70% bought trucking co., and at 
knitting Mills with 30% employee 
ownership. 

Ownership 
status. 

Higher satisfaction for owners, but due to 
perceived participation rather than simple 
ownership status. 

     

 

Pendleton, 
Wilson & 
Wright (1998) 

Three surveys of 234 employees in UK 
bus company, ESOP adopters. 

Perceptions of 
ownership, 
process 
participation. 

Opportunities for participating in decision-
making are more important than ownership per 
se in generating feelings of ownership, which 
are significantly associated with higher levels 
of commitment and satisfaction. 
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Comparison Authors Source of data 
Explanatory 
variables Main Results 

Pre ESOP / 
Post ESOP Long (1982) 

Three surveys of 147,184 and 248 
employees, first one prior to employee 
purchase of Canadian electronics firm. 

Employee 
buyout after first 
survey, 
Ownership 
stake. 

Satisfaction up for those perceiving increased 
participation, but down for those perceiving no 
change in participation, no relationship to 
ownership stake. 

  

Tucker, Nock 
& Toscano 
(1989) 

Two surveys of 38 and 39 employees a 
small fast growing US firm. 

ESOP adoption 
after first survey. 

Satisfaction up (but sample too small for 
significant results). 

     
Between 
groups of 
employee 
owners 

Buchko 
(1993) 

Survey of 208 employees in ESOP 
company in 1987. 

ESOP account 
value, perceived 
influence. 

Perceived influence had a positive effect on 
satisfaction, while ESOP account value had no 
significant effect   

French & 
Rosenstein 
(1984) 

Survey 560 employees in firm with direct 
ownership. 

Ownership 
stake, perceived 
influence in job 
& Co. 
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While no link was found between the size of ownership stake or the dollar value of 

those stakes and satisfaction levels, the studies, summarised in Table 4, did indicate 

that satisfaction and motivation were derived not from the size of ownership but rather 

from increased participation and involvement. This is a significant motivating factor for 

employees which may be underestimated by business owners. 

 

In terms of direct benefit, the model of “gift of exchange” proposes that workers 

respond to the gift of employee share ownership or profit-sharing with a reciprocal 

“gift” of higher effort, co-operation and work standards (Akerlof, 1982). 

 

Further, a recent meta-analysis of 102 studies covering 56,984 firms found a small but 

positive relationship between employee share ownership and firm performance (Boyle 

et al., 2016). 

 

2.6 Legislative Framework and Issues 

 

Exploring the tax, regulatory and compliance issues attached to the various exit 

options may help better understand key drivers for business owners. For example, 

Landau et al. (2013) describe the legislative framework surrounding ESOPs as “a 

myriad of regulatory requirements” (p. 79). This legal and tax complexity may be a 

barrier to selecting this exit option, as Landau et al. (2015) highlight complexity leads 

not only to increased cost but owners may also be paralysed by the varying models. 

This contrasts with the regulatory system in the United States where adoption is 

encouraged. 

 

There is no single legislative framework for ESOPs – these schemes are covered by 

various aspects of corporations and taxation law. The Corporations Act 2001 (Cth) 

contains many general requirements concerning disclosure, fundraising, and licensing 

relevant to both the initial implementation and ongoing management of ESOPs. While 

the legislation contains specific provisions relating to Employee Share Schemes, it 

does not provide for separate or different treatment of employee-owned shares. An 

Australian Securities and Investments Commission class order does provide some 

conditional relief for companies that introduce complying schemes. 
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The most significant issues arise when dealing with smaller, privately-held entities – 

for example, the prospectus requirement may not be onerous for companies 

associating an ESOP as part of an IPO; however, “they are very significant and often 

insurmountable for small/medium unlisted companies” (Young, 1999). The time and 

cost related to meeting the disclosure requirements is a significant barrier for many 

privately owned companies. 

 

In reviewing the various issues regarding disclosure, fundraising and licensing, a 2006 

government-issued consultation paper noted that “the discouragement of employee 

share schemes in unlisted companies… does not accord with the general policy of 

supporting the introduction of employee share schemes” (Commonwealth Treasury, 

2006). Governments since then have introduced legislation looking to minimise this 

issue; Gillard in 2009, Turnbull in 2015 and Morrison in 2021 and 2022. 

 

This complexity has led to businesses looking at alternative structures; for example, a 

company may elect to operate an ESOP through a trust for several reasons, including 

to administer the various performance, qualifying and vesting conditions; to manage 

the orderly and cost-effective acquisition and disposal of small shareholdings; to 

preserve confidentiality for both the business and its employees, by not having 

individual holdings on a public share registry; and to enable a company to control and 

efficiently manage its share registry costs – this is a widely used structure for SMEs. 

The 2003 KPMG data found that option and option type plans were the most utilised 

form of equity-based compensation (making up 49 % of all plans), followed by tax 

exempt plans at 12 %, deferred share plans (7 percent), loan schemes at 8 percent, 

share discount schemes (5 percent), phantom share schemes (1 percent) and “other” 

(18 percent). The owning a share of your work report (House of Representatives, 

2021) recommended a central repository for information about employee share 

schemes to better enable identification of the type of schemes being utilised. Landau 

et al. (2013) found that “few of the surveys have investigated the precise type of 

employee share plans being used by companies” (p. 50)  

 

The corporate regulatory regime is commonly criticised for imposing compliance costs 

that may effectively deny unlisted companies access to ESOPs (Employee Ownership 

Australia (EOA), 2007). A government report (i.e., Employee Share Ownership 
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Development Unit) in 2004 found that “burdensome corporations law requirements” 

were imposing a “significant barrier” to businesses taking up an ESOP (TNS Social 

Research, 2004 p. 4).  

 

Landau et al. (2013) show that company views on regulatory reform highlight several 

critical concerns, including the strong suggestion (64 per cent) to introduce a single 

piece of legislation to clarify the multiple overlapping legislative issues, an increase in 

the $1,000 concession (77 per cent) and improvements to tax-deferred plans (Div. 

83A), as shown by Figure 3 (below). The high percentage concern shown by business 

owners for multiple issues highlighted by the figure illustrates the complexity of the 

issues. 

 

Figure 5 Company views on the regulatory framework 

 

Source: Landau et al. (2013, p. 73).   

 

2.7 Taxation Law and Treatment 

In July 2015, the Australian Government introduced several changes to the legislation 

covering the taxation of employee share plans; these changes apply to ESS interests 

(shares, stapled securities, and rights to acquire them) issued on or after that date. 
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There were changes to some existing rules and new concessions for employees of 

start-up companies. The main changes introduced were: 

• to the timing of the deferred taxing point for ESS interests acquired under tax-

deferred schemes, including increasing the maximum deferral to fifteen years.  

• the test for significant ownership and voting rights limitations was eased so that 

an individual may own up to ten percent; and 

• a tax refund is possible in some circumstances where an employee acquires 

rights but chooses not to exercise them. 

 

In addition, for eligible start-up companies, where the company cannot be listed, they 

must have been incorporated for less than ten years, and have an aggregated turnover 

of less than $50 million. Further, new concessions were introduced, which provided 

no upfront taxation on any discount to market value and any gain (or loss) to be 

assessed under the capital gains tax regime. 

 

Several of the taxation concessions provided to employee share plans are dependent 

on meeting specified conditions, some of which are contrary to the business aims of 

those implementing the plan. For example, the concessions available through the 

rules in Div. 83A of the Income Tax Assessment Act 1936 are based on the scheme 

being non-discriminatory – this is defined as being offered to at least 75 per cent of 

employees with more than three years’ service. However, often in an SME, employers 

are looking to incentivise only key/senior employees, typically far less than 75 per cent 

of the employees. 

 

The newly introduced Div. 83A has made the conditions for accessing the concessions 

more demanding and costly for SMEs. Landau et al. (2013) state that this is mainly 

because, whilst the government is seeking to encourage employee share ownership, 

it is overly concerned that the concessions may be subject to abuse (Mong, 2000). 

Indeed, Mong argues that the rules are too strict and have restricted the growth of 

employee share ownership in Australia. In the dissenting report to Shared 

Endeavours, the minority argued that the concessions have led to plans becoming 

“vehicles for aggressive tax planning for the benefit of company executives” (Rider, 

2005). Further, the wariness of ongoing reform has been attributed, at least in part, to 
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fear of taxation abuse on the part of the Treasury (Price, 2003). This conflict between 

governments looking to encourage the take up of ESOP and the concerns of Treasury 

and ATO to avoid taxation abuse is ongoing.  

 

The 10-per cent limit on shareholdings by individuals can prevent SMEs from 

accessing the taxation concessions. It also prevents employee or management 

buyouts from occurring under Div. 83A(DEWR, 2000). Recently announced changes 

to legislation by the Morrison Government in 2021 and 2022 have not addressed this 

critical issue.  

 

Figure 4 (below) highlights the influence taxation law and treatment has on business 

owners, and the key legislative factors that influenced the way the plan was 

designed and implemented in the business. 

 

Figure 6 Influence of Tax Incentives and Disclosure Relief 

 

Note: Sourced from Landau et al. (2013, p. 72).  

 

 

2.8 International Comparison 

 

According to the Office of the Chief Economist (2017), “The incidence of ESOPs in 

Australian firms is growing, but appears low relative to European and US firms” (p. 

14). The depth and breadth of employee share ownership appear to be higher in the 

UK than Australia. In 2000, 23 per cent of UK workplaces surveyed had some form of 

ESOP (Gill & Krieger, 2000). Based on Australian Tax Office (ATO) records, the 
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number of employees receiving ESS payments increased from 227,000 in 2009–10 to 

335,000 in 2013–14 – this represents 2.91 per cent of the labour force (ABS, 2016). 

 

The UK offers four employee share schemes with government-sponsored taxation 

concessions. The two most common are share incentive plans (which utilise a trust 

structure to provide shares to employees and can be free of initial taxation and tax-

free on disposal providing certain conditions are met, including the maximum total 

share value per annum not exceeding £9,000) and save as you earn schemes (a 

contractual arrangement with a bank to save to fund the purchase of shares in the 

employer). These are both broad-based plans, so they must be offered to all 

employees. The other two schemes, company share option plans (whereby an 

employer can grant options to employees up to £30,000 per employee, as long as no 

employee exceeds 25 per cent) and enterprise management incentives (a scheme 

targeted at start-up companies where each employee can be granted up to £120,000 

worth of options in the first round, as long as the total does not exceed £3 million per 

company-on this basis, there is no tax liability on granting or exercise, but capital gains 

tax (CGT) will apply on sale of the shares) may be offered to selected employees. 

 

In 2014, additional changes were made to UK tax law which provided new benefits. 

Specifically, employee ownership trusts work as follows: company owners who sell a 

controlling interest to an employee ownership trust can claim a full exemption from 

CGT, and a company controlled by an employee ownership trust may pay annual 

bonuses to employees, free of income tax. Some conditions apply, mainly to ensure 

broad-based benefits to all employees, though some variation is allowed under the 

rules (e.g., based on salary and length of service and/or hours worked). Postlethwaite 

(2014) states that these recent improvements have “the potential to make employee 

share plans attractive to more private companies” (p. 46). 

 

Interestingly, in Japan, where ESOPs were introduced by the government back in 

1967, primarily as a mechanism to prevent a foreign takeover, growth in ESOPs has 

been solid and consistent over many years. One cultural explanation for the apparent 

popularity, especially given the complete lack of any taxation incentives, is that the 

Japanese have managed to substantially reduce the adversarial relationship between 

labour and management, traditional in Western economies (Benelli et al., 1987). 
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It is well-known that the USA has the highest rate of employee share ownership. As of 

2010, it was estimated that 36 per cent of the USA workforce owned equity in their 

employer through one kind of ESOP or another (NCEO, 2010). Combined, they 

controlled assets worth more than $US1200 billion (NCEO, 2010). Interestingly, in 

dramatic contrast to Australia, most ESOPs in the USA are found in unlisted 

companies. Private companies are more likely to offer ESOPs than public companies. 

Public companies account for only 12 per cent of all companies with employee share 

ownership (Blasi, 2003). 

 

The taxation treatment of ESOPs (and similar plans) is vastly different in the US, where 

three significant tax concessions are available (Landau et al., 2013). First, the 

employee stock ownership plan (US ESOP) is the principal legal vehicle for meaningful 

(i.e., greater than 5 per cent) employee stock ownership in the US. Company stock is 

not purchased but, instead, granted to workers. Second, the employee stock purchase 

plan (ESPP) is a scheme that offers stock or options and must be offered to all 

employees but can take different forms. Third, the incentive stock option plan (ISO) 

provides options that can be granted on a discretionary basis. In general, if the ISO or 

ESPP requirements are met, the taxpayer is not taxed on receipt or exercise of the 

option. Instead, the employee is taxed on disposal under the CGT regime. However, 

the employer does not get a tax deduction for contributions to the tax-advantaged 

schemes. In contrast with Australian rules, “the US ESOPs offer much more generous 

tax incentives” (Landau et al., 2013, p. 210), but corporations must be fair and 

equitable in distributing benefits to most workers.  

 

The US ESOPs provide “very generous deductions for employers” (Landau et al., 

2013, p. 214) and are often seen as a tax-effective exit strategy by SME business 

owners. Finnell (2011) published an article highlighting the clear taxation advantages 

in the US for business owners looking to use an ESOP as a succession tool. The 

author encourages advisers to understand these benefits and explain them to their 

baby boomer clients. A similar approach could be considered for Australian SMEs and 

some of the findings of this study relate to adviser awareness and education. 
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A review of taxation incentives (which are substantially stronger in both the US and 

UK), consideration of the regulatory framework (which is far less conducive in 

Australia), recognition of the more burdensome disclosure requirements and a cost 

comparison all lead to the conclusion that the “framework in which Australian 

employee share schemes operate does not create an incentive to establish such 

schemes compared to the US and UK” (Landau et al., 2013, p. 229). 

 

2.9 ESOP Performance  

Lenne et al. (2006) highlighted the increasing interest in ESOPs and explored the 

various policy rationales for these schemes. The authors noted both broad bipartisan 

political support and a limited conception of the fundamental purpose of such 

schemes. Their paper focused on corporate governance issues, particularly 

considering the increased employee participation, which is typical post-introduction of 

an ESOP. They also attempted to outline the various types of ESOPs and the 

incidence of those plans within the business environment. 

 

In examining the potential of utilising an ESOP, a key consideration is its effect on 

employees. To this end, McElvaney (2011) examined whether ESOPs are a viable 

method of providing employee incentives by comparing overseas and local business 

experiences. Significantly, the study concluded that struggling companies with ESOPs 

delivered improved economic value to both shareholders and employees. The study 

strongly supported the notion that ESOPs can improve performance and profitability. 

However, the study was limited by its focus on only ASX-listed entities. 

 

Data taken by Brown and Lau (1997) from the Australian Workplace Industrial 

Relations survey of 1995 demonstrated a negative correlation between lower 

absenteeism rates and higher productivity in companies with ESOPs (especially those 

with broad-based participative practices). Significantly, the participation theme was 

noted in several other studies (Pendleton, 2001; Brown & Lau, 1997), the authors all 

concluded that corporate performance is only improved where increased participation 

in decision-making accompanies the adoption of an ESOP. Bagchi (2007) also 

reported that those interested in enhancing firm performance should expand 

opportunities for employee influence in the firm.  
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As noted by Lenne, Mitchell and Ramsay (2006), one of the key benefits of an ESOP 

is that it provides employee shareholders with additional rights to those they ordinarily 

possess as workers, without infringing upon the principles of existing company law. 

Importantly, in terms of business performance, employee shareholders are likely to 

have a considerably longer time horizon and are likely to have additional objectives 

beyond short-term profit maximisation including, but not limited to, long-term job 

security (Pendleton, 1997). 

 

A study by Blaszczyk (2014) examined a staged approach to introducing employee 

share ownership. The research worked through three stages of employee profit-

sharing: income-based profit sharing; a hybrid system, which included both profit-

sharing and equity; and, finally, an ESOP, which involves pure equity. Blaszczyk 

(2014) concluded that further examination of the vast differences in scale and scope 

of financial participation and incidence of employee share-style plans in varying 

international economies, including examining the motivators and performance effects 

of ESOPs, was needed. 

 

There is increasing international evidence that broad-based ESSs generate more 

substantial benefits to firm performance if regularly offered to employees (Sesil & Lin, 

2011). In addition, this regular sell down of equity to employees is an important 

succession and exit planning option as it allows for longer-term gradual sell-down by 

owners. 

 

2.10 Employee Engagement and Psychological Ownership 

When employees are also owners, their relationship with the organisation is changed, 

affecting the way they think and behave (Druskat & Pescosolido, 2002; Duncan, 2001; 

Gamble et al., 2001). 

 

Implicit to the discussion of psychological ownership as a group-level phenomenon is 

that it involves both shared beliefs and norms of behaviour that are aligned with the 

long-term interests of the organisation (Wagner et al., 2003; Long, 1978 ). Theory and 

research on employee ownership suggest that employee-owners exhibit behaviours 

that are intended to enhance the financial status of the organisation. This can include 

improving their job performance, finding ways to cut costs, and suggesting innovative 
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ways to increase revenue (Druskat & Pescosolido, 2002; Duncan, 2001; Long, 1978). 

This suggests that employee participation in employee ownership is associated with 

employees believing they have shared interests with the organisation that employs 

them and acting in a manner that promotes those interests. Thus, employee ownership 

plans encourage employees to think and act like owners, enhancing organisational 

performance (Wagner et al., 2003). 

 

Pierce et al. (2001) suggested that employee share ownership can induce a sense of 

psychological ownership, influencing employee behaviours and attitudes. They 

concluded that feelings of ownership are “natural to humans”, that such feelings can 

develop toward various things, and that feelings of ownership influence attitudes and 

behaviours. The authors defined psychological ownership as a state of mind in which 

individuals feel as though the target of ownership or a piece of it is theirs (i.e., it is 

mine). The core of psychological ownership is the feeling of possessiveness or of 

being psychologically tied to an object. A sense of ownership can be induced by actual 

ownership (Pierce et al., 1991), which in turn can affect attitudes (Pendleton et al., 

1998) and behaviours (Wagner et al., 2003), and subsequently, firm performance (Van 

Dyne & Pierce, 2004). 

 

Interestingly, on the other hand, a lack of awareness of the impact of an employee’s 

actions on the value of shares, possibly due to insufficient information from 

management, is likely to render the line of sight between individual performance and 

rewards in the form of share ownership somewhat blurred (Weltman, 2019). Employee 

education as a part of the plan’s implementation has been shown to improve overall 

take-up and performance (Wagner et al., 2003). 

 
2.11 ESOP as a Business-succession and Exit-planning Tool 

A small amount of research has also examined the increasing trend whereby private 

company baby boomer business owners are no longer confidently passing their 

businesses on to the next generation within their family and, therefore, need to 

consider other exit options, such as management buy-out (MBO). Johnston (2005) 

draws interesting comparisons with the UK business market, where approximately 30 

per cent of all business sales include MBOs, (which are almost identical to ESOPs)  

or similar structures, whereas in Australia, only 10 per cent of all businesses have 
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some form of ESO, and only four per cent have a broad-based plan (DEWR, 2004). 

The paper continues by proposing two key factors which are directly related to the 

hypothesis in the research topic: first, owners refuse to talk to their employees in 

relation to succession or exit due to the very private and personal nature of this 

conversation, and second, owners believe (rightly or wrongly) that the management 

team has neither the financial capacity nor the resources to allow them to purchase 

the business. 

 

Scholes et al. (2008) provided fresh insight into the ownership transfer of private family 

firms through internal MBO and external MBI succession options. Their study 

examined the nature of succession planning and its impact on the business sale 

negotiation process by conducting a structured survey of private family firms in several 

European countries which had completed MBO or MBI deals (Scholes et al., 2008). 

They found that family firms that had achieved MBOs reported lower information 

asymmetry, highlighting the importance of information sharing. They further concluded 

that often family owners are not in the most influential position to make a decision 

regarding exit options. They also proposed that internal managers with greater access 

to information are able to influence the negotiation process and, therefore, determine 

who is more likely to benefit from the price to be paid for the firm. 

 

Burke (2015) undertook a detailed examination of the use of employee stock 

ownership plans in succession. The study, however, was entirely focused on the US 

market, where significant tax and legal benefits are attached to employee share plans 

(the US has a vastly different tax and legislative regime to that of Australia). 

Nevertheless, Burke’s study supports the utilisation of ESOPs as a succession tool 

and notes other advantages of ESOPs in terms of continuity of management and 

control and reductions in key person (employee) risk. 

 

Other studies have examined potential legal and policy issues which might limit or 

prevent the utilisation of ESOPs, especially in smaller, privately held businesses. 

These issues include concern around imposing costs for non-employee shareholders 

and dilution of the capital base, therefore disadvantaging non-employee shareholders 

and resulting in a potential loss or reduction in control when the business is small and 

privately held. In addition, some managers may be wary of the potential for ESOPs to 
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lead to greater control by employees due to block voting. However, Stradwick (1996) 

dismissed this fear as so remote as almost negligible. Finally, concerns are often 

raised as to the perception of ESO as a tax avoidance vehicle and its potential use as 

a means of avoiding tax (DEWR, 2000, p. 251). 

 

Both Pendleton (1997) and Michie and Oughton (2001) suggested that the use of trust 

structures (often used as the vehicle to manage an ESOP) may enable employees to 

take a more proactive role in corporate governance, as the trustee may canvass 

employee opinion and vote employee shares in a group or as a voting bloc. Moreover, 

the use of a trust serves to maintain the confidentiality of employee participants (Michie 

& Oughton, 2001).  

 

In a 2006 KPMG family business survey, respondents were asked a series of 

succession-based questions. Respondents indicated that selling the business to 

employees, management, and other owners was the second most popular choice for 

succession and exit after the sale of the business on the open market. This succession 

option ranked above passing the business on to other family members and 

significantly higher than publicly listing the company (Glassop et al., 2006). Therefore, 

there is “a great potential for the use of ESOPs as a vehicle for transferring ownership 

to facilitate smooth exit of current owners” (Landau et al., 2007, p. 165–166). This 

mechanism is prevalent in the US, where ESOPs are most commonly used by 

employees in private firms to buy out an owner (NCEO, 2010). 

 

Scott Miller, a well-known advocate of ESOPs in the US, examined several critical 

issues involving the adoption of ESOPs for small businesses (Miller, 2010). First, Miller 

stated that there is a significant amount of research and empirical evidence which 

shows that ESOP companies generally outperform their non-ESOP closely owned 

counterparts. He went on to acknowledge that the “studies reinforce what is already 

generally known amongst business writers and consultants: the open sharing of 

information is a superior organisational structure that typically contributes to longer-

term financial success” (Miller, 2010, p. 33). Miller also examined the tax incentives 

and advantages available, though these relate entirely to US law and are not relevant 

to Australian SMEs. However, Miller also refers to the fact that governments, including 
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the Australian Government, have made recent moves to support the implementation 

of ESOPs. 

 

In more recent research, Pendleton and Robinson (2017) investigate the increasing 

incidence of an ESOP to facilitate business succession, which they claim increased 

from 16 per cent in the late 1990s to 39 per cent in the 2017 White Rose Employee 

Ownership Centre survey results. They further attribute this increase as a desire by 

owners to exit but not sell the company to a competitor or family member whilst 

protecting the company and the interests of the company’s workforce as the owner 

exits. They also note that in instances where succession was the predominant driver, 

the average level of employee ownership was 85 per cent and that the vast majority 

(95 per cent) were held indirectly (i.e., in a trust). 

 

A further significant gap in the research is the lack of detailed examination of the 

effects of ESOPs on owners who lead the transition (Freeman, 2007). The decision of 

whether to adopt an ESOP at all and the various design and implementation 

parameters all rest with the existing owner, and there is little work on the impact of 

adoption on him or her. A detailed examination of this issue could provide a firm basis 

for assisting other owners to make these decisions, and provide for more successful 

exit outcomes for all stakeholders. 

 

In addition, the Shared Endeavours report (Standing Committee on Employment 

Education and Workplace Relations, 2000) included in its recommendations that 

“public policy be formulated to promote employee share plans for the following 

purposes: 

• to better align the interests of employees and employers, 

• to develop national savings, 

• to facilitate the development of sunrise enterprises, and 

• to facilitate employee buyouts and succession planning” ( p. 54). 

 

A more recent study by Blasi et al. (2019) proposes that the “silver tsunami” (p. 178), 

which is affecting baby boomer business owners, offers a window of opportunity for 

ESOP succession outcomes “that will not be seen again for many decades” (p. 178). 
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They explain that the number of potential sales to an ESOP through employee buyouts 

of retiring owners is “enormous, potentially reaching trillions of dollars, tens of millions 

of employees and thousands of businesses” (p. 178). 

 

One potential barrier which is highlighted in several studies (Pendleton, 2001; 

Pendleton & Robinson, 2010; Robinson & Wilson, 1992) is the lower liquidity of 

unlisted, privately held firms and the difficulty in objectively determining fair market 

value, both at the time of take-up and the time of exit of employees. Additionally, 

DEWE (1998) argues that employees adopt ESOPs when they are more positive 

toward ESOPs in general, than their specific attitudes towards their employer. This 

cultural aspect may partly explain the relatively low incidence of ESOPs in Australia 

compared with other countries such as the US. 

 

The lack of knowledge or awareness of ESOPs as an exit option is further examined 

by Wiefek et al. (2019), who state, “many business owners either don’t know or have 

misconceptions about ESOPs and how to use them for ownership transition” (p. 184). 

This is an important aspect as lack of awareness of a particular exit option will 

generally preclude it from selection by the owner. 

 

2.12 Conceptual Model 

 

The existing research suggests there are three key aspects to exit choice for SMEs: 

• Available exit options can be categorised by one of the two key types of exit 

options – financial harvest or legacy stewardship, 

• Ten most common exit options ranked according to outcome (as outlined in 

Figure 1), and  

• Decision drivers – factors that influence the choice of exit option. 

 



 49 

 

 

Figure 7 Exit options with key driver overlay 

 

The conceptual model links these factors, grouping exit choices based on the two 

fundamental types and linking the various influences as potential decision drivers. 

 

Entrepreneurship researchers have only recently begun to examine the influence of 

determining factors on entrepreneurial exit route decisions (DeTienne & Cardon, 2012; 

DeTienne et al., 2015; Chirico et al., 2020; Dehlen et al., 2014). In family business 

studies, variation in the choice of exit options is mainly ascribed to the presence of 

several individual, relational, financial and contextual factors that impede the preferred 

internal succession model (De Massis et al., 2008). Family business research also 

highlights that an owner’s attachment to his or her firm is particularly rooted in non-

economic reasons, such as legacy concerns, which tend to grow stronger over time 

as the business develops and the owner is more focused on leaving a legacy 

(Zellweger et al., 2012). 

 

Based on the review of the literature, it appears there are two broad types of motivators 

driving business succession and exit planning projects: financial harvest and legacy 
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or stewardship, in addition to voluntary cessation, which is a failure to successfully exit 

(DeTienne et al., 2015). These two types produce very different outcomes and are 

driven by quite different motivating factors. 

 

Financial harvest motivators for exit are more widely covered in the literature 

(DeTienne et al., 2015; Foo & Ernest, 2010; Pisoni & Onetti, 2018). Much of the 

literature in this area focuses on the financial payout and harvest in terms of owners’ 

ability to harvest the equity value, typically through an exit to an IPO or sale to an 

external buyer; through a strategic sale to a buyer who has a strategic reason to 

acquire the business and is likely to pay more; private equity; and, finally, sale to 

larger, often listed, entities. 

 

Recent research (Dehlen et al., 2014) shows that owners of privately held businesses 

are more likely to be concerned with the company’s post-succession prosperity, 

indicating that the outlook for the firm’s future affects their exit decisions. Once the 

owners are confident that the business will be successful going forward, they are no 

longer as focused on financial harvest (DeTienne & Cardon, 2006; DeTienne, 2010; 

Graebner & Eisenhardt, 2004). Several family business researchers (Sharma et al., 

2003) also acknowledge the intertwinement of owners and businesses and their 

subsequent concern about the future continuation and success of the organisation and 

its stakeholders. Dehlen et al. (2014) concluded that owners’ concerns regarding the 

prosperity of their firm might continue well beyond the period of ownership. 

 

Role identity fusion is described by Swann and Buhrmester (2015) as the concept of 

self-identity being tied to a role. The literature on stewardship and legacy focuses on 

the psychology of succession and the issue of role identity fusion – that is, the owners’ 

inability to separate their role as an owner from their identity as an individual, leading 

to blurred boundaries (Taylor, 2017). Weesie and Teeffelen (2013) described owners’ 

self-identity as being strongly tied to their role, stating that this is the critical reason 

owners fail to exit. Byrnes (2010) asserted that founding entrepreneurs with a 

significant ownership share and management responsibility frequently have a 

heightened psychological connection to the firm. Their attachment and inability to 

separate from their business create profound emotional challenges (Burlingham, 

2013; Iqbal, 2015; Kets de Vries et al., 2007). The research outlines the very strong 
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“understanding that in these cases, time is a salient factor” (Taylor, 2017, p. 80) and 

supports the work of Burlingham (2013), which suggests that owners who engage in 

a more robust exploratory process can make time a competitive advantage (i.e., by 

starting the process of exit choice and implementation of the succession and exit plan 

long before the intended transition). 

 

Tantalo et al. (2016) proposed a valuation creation model that considers a combination 

of external interests, including shareholders, customers, suppliers, employees, and 

community. However, Jensen (2001) suggests that for owners looking for wealth 

maximisation (financial harvest) only, none of the terms of other stakeholders should 

be of concern. Lindsey et al. (2016) focused on the PwC (2016) survey, which 

indicated that up to 72 per cent of business owners measure success beyond just 

financial profit and 74 per cent of family business owners believe they do a better job 

of looking after staff than larger businesses. Notably, the authors concluded that the 

business owner does not need to sacrifice wealth to benefit employees (Lindsey et al., 

2017).  

 

The use of an ESOP is a type of stewardship-based exit strategy according to 

DeTienne et al. (2015), and an important aspect of this type of strategy is that it allows 

entrepreneurs to reward “the loyal people who helped them build their business” 

(Smiley & Bixler, 2004, p. 2). 

 

Work by Sund et al. (2015) outlined the various antecedents and preparatory 

requirements for successful intergenerational ownership succession. The antecedents 

are grouped in terms of family culture and support arenas. The preparatory 

requirements are grouped into psychological and legal or financial factors; this 

grouping indicates the conceptual model groupings around legacy stewardship and 

financial harvest, though the authors do not match their antecedents and preparatory 

requirements in the model with exit choice. 

 

The conceptual model of this study proposes that the two key focus areas or drivers 

of exit outcomes (i.e., financial harvest and legacy stewardship) drive very different 

processes and timelines. This is of significance to the use of an ESOP as a succession 

tool, as this is usually a long-term gradual process, far more closely aligned with 
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stewardship, and provides rewards for both shareholders (stewardship) and 

employees (legacy), whilst also providing a financial outcome for the owners. Thus, it 

is a combination strategy that can overlap both drivers and include factors of financial 

harvest, and legacy stewardship. 
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Figure 8 Conceptual model 

 

The conceptual model groups the ten common exit options (referred to in Figure 1) 

according to whether they are a financial harvest option or a legacy stewardship 

option. Several exit options overlap both key drivers, indicating they may bring aspects 

of both drivers to an exit. The six key decision factors are listed on the left-hand side 

and seek to group the various influences on decisions around exit choice under six 

hypotheses for further examination in this research. 

 

The exit options can be grouped according to the key drivers as follows: 

Financial Harvest Legacy Stewardship 

IPO (Listing) Family and Friends 

Strategic sale  Sale of Database 

Private Equity & Venture Capital Sell to other shareholders 

Trade Sale Partial Sale 

 Employee Share Ownership plan 
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It is important to note that liquidation is not an exit option normally chosen by owners, 

except in very rare circumstances. It is also important to highlight that partial sale, 

employee share plan and trade sale do overlap and have elements of both key drivers. 

 

2.13 Research Question 

 

In addition to determining which methods for business succession are commonly used 

in Australia and why they are used, this study seeks to better understand key decision 

factors and influences that lead owners to a particular exit choice. Importantly, as 

some exit options are a combination providing aspects of both key drivers, they are of 

particular interest, given the research focus on legacy exit options and the change in 

baby boomer demographics. 

Of particular interest is the middle group of three exit options that overlap both financial 

harvest and legacy stewardship and are, therefore, potential combinations, 

management buyout or internal sale, employee share ownership plan and partial sale. 

The increased government support and increase in owner interest in ESOP as an exit 

option are worthy of more focus in the study. As indicated above, the utilisation of 

ESOPs in both the US and UK is far more common than in Australia (Brown et al., 

2012). Anecdotally, there is no financial or practical reason why ESOPs should not be 

more widely used in Australia for business succession. Therefore, this study attempted 

to identify and examine the effect of any potential barriers which might exist to restrict 

or prohibit the use of ESOPs. Accordingly, this research addresses the following 

general research questions: 

4. What are the succession planning methods currently being employed in 

Australian businesses? 

5. Which exit options are preferred, and what motivating factors are driving this 

choice? 

6. What is preventing the take up of ESOPs as an exit option for Australian SME 

business owners? 

The literature reviewed in more detail in this Chapter indicates that several barriers 

may limit or prevent the adoption of ESOPs as an exit strategy for Australian SME 

business owners and highlights several key issues and drivers of exit choice: 
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• A lack of awareness of the various exit options available to business owners 

(Cooper, 2013). 

• The range and complexity of factors influencing exit choice (Productivity 

Commission, 2015). 

• The significant contribution of the business assets to owners’ household wealth, 

combined with a lack of superannuation (Clare & Craston, 2016). 

• An increase in management buyout as an exit choice (Battisti & Okamuro, 

2010). 

• Classification of ESOP as a stewardship exit strategy (DeTienne et al., 2015). 

• Owner identification with the business and reluctance to separate (Akhter et al., 

2013; Hammer & Khelil, 2014; Iqbal, 2015; Sharma et al., 2003).  

• The role and influence of advisers on exit choice and implementation, (Bertschi-

Michel et al., 2021; Strike et al., 2018).  

• An increase in stewardship-based exit strategies (Miller et al., 2008; 

Hernandez, 2012). 

 

Successful exits were also characterised by three key outcomes – business 

continuation, financial outcome for owners, and continued employment of key people 

(Foo and Ernest, 2010) – very few exit options provide this combination. 

 

2.14 Hypotheses 

 

The literature review has highlighted several key factors which contribute to exit 

choice amongst owners. At the same time, it is also clear that multiple factors 

contribute to the drivers of exit choice, and this leads to a series of six hypotheses: 

 

H1: There is a positive relationship between the awareness of an exit option and its 

adoption. Exit options of which owners are more aware will be preferred.  

 

H2: Exit option choice is determined by its perceived relevance to an organisational 

size. There is a perception that some exit options are only relevant to larger listed 

corporations.  
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H3: There is an inverse relationship between the length of time required to implement 

an exit option and its adoption. Exit options that require less time to implement are 

preferred.  

 

H4: There is a positive relationship between financial reward delivered and the choice 

of exit option. Exit option choices with a greater degree of financial reward will be 

preferred.  

 

H5: There is a positive relationship between family acceptance of an exit option and 

its adoption. Exit options that provide greater family acceptance will be preferred. 

 

H6: There is a positive relationship between the involvement of experienced advisers 

and the exit option choice and its adoption.  

 

 

Following the establishment of the key research hypotheses, the next stage of 

research is to determine the most appropriate methodology to test the hypotheses 

amongst business owners. 
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Chapter 3: Research Methodology 

 

3.1 Introduction 

 

Having completed the literature review and examined the existing research, on 

business succession and exit planning, the next stage of research is to determine the 

most appropriate method to be adopted to collect the required data and analyse that 

data to measure results. Determining key drivers of exit choice and any barriers to 

some exit choices will involve business owners who are approaching an exit or who 

have already made the exit choice. This chapter describes the approach that was 

taken. 

In examining the six key research hypotheses, this research will seek to address the 

following general research questions: 

1. What are the succession planning methods currently being employed in 

Australian businesses? 

2. Which exit options are preferred, and what motivating factors are driving this 

choice? 

3. What is preventing the take up of ESOPs as an exit option for Australian SME 

business owners? 

Given that the subject audience for the research is business owners, both current 

owners and previous owners, some still in the business and others who have already 

exited, consideration needs to be given to the best way to approach this audience and 

obtain relevant research data to test the six hypotheses: 

 

H1: There is a positive relationship between the awareness of an exit option and its 

adoption. Exit options of which owners are more aware will be preferred.  

 

H2: Exit option choice is determined by its perceived relevance to an organisational 

size. There is a perception that some exit options are only relevant to larger listed 

corporations.  
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H3: There is an inverse relationship between the length of time required to implement 

an exit option and its adoption. Exit options that require less time to implement are 

preferred.  

 

H4: There is a positive relationship between financial reward delivered and the choice 

of exit option. Exit option choices with a greater degree of financial reward will be 

preferred.  

 

H5: There is a positive relationship between family acceptance of an exit option and 

its adoption. Exit options that provide greater family acceptance will be preferred. 

 

H6: There is a positive relationship between the involvement of experienced advisers 

and the exit option choice and its adoption.  

 

As can be seen from the hypotheses, the factors which affect exit choice are varied: 

awareness, organisational size, time, financial reward, stakeholder and family 

involvement and acceptance and adviser involvement. The potential barriers which 

restrict exit choice are several and are not easily determined or identified, nor are they 

isolated – it seems far more likely that several of the barriers might apply to any 

business owner and that several other drivers may also influence the selection of an 

exit strategy. 

 

To enable the development of a quantitative survey instrument that will adequately 

test the various exit and decision drivers, an investigation of the various key themes 

owners consider as part of their exit choice is required. This investigation will need to 

be primarily qualitative and open-ended, tending towards an interview approach to 

better drill down into the key drivers introduced by the interview subjects. 

 

Researchers need to select a method and design appropriate research questions and 

select the respondents. The choice of the most suitable method is critical to obtaining 

credible results (Yin, 2018). Yin also stated that mixed methods are combinations of 

quantitative and qualitative methods in a single method of analysis. 
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3.2 Research paradigm 

 
Considering the best possible application of methods to achieve the research 

outcomes is essential to ensure meaningful results. 

 

In researching drivers of business owners exit choice, both paradigms – positivism 

and interpretivism – should be considered. Veal (2005) notes that a paradigm provides 

the guidelines and principles concerning the way the research is conducted within the 

discipline and on the basis that there is a strong argument that they intersect and 

overlap in research. Importantly, however, the interpretive paradigm emphasises the 

importance of interpretation and observation in understanding the social world 

(Hennink et al., 2020). On this basis, an interpretive approach to exit choice would 

seem the most appropriate and would also allow for the expected extensive range of 

varying and overlapping barriers. It appears that exit choice would be a great example 

of an issue where a business owner’s behaviour is shaped by a combination of social 

and economic issues. Additionally, the topic of business succession and exit planning, 

and the various exit options available, is nearly always a sensitive issue for business 

owners who are heavily identified with the business, thinking about their mortality and 

health as they age and have significant concerns about the ongoing viability of the 

business and their retirement funding needs (Akhter et al., 2013; Hammer & Khelil, 

2014; Iqbal, 2015; Sharma et al., 2003).  

 

Additionally, the research attempts to understand the behavioural drivers and barriers 

that exist from the perspective of the business owners (participants). This is the 

concept of verstehen: “studying peoples lived experiences which occur in a specific 

historical and social context” (Hennink et al., 2020, p.17).  

 

Veal (2005) further stated that two of the core paradigms in social science research 

are the positivist and interpretivist approaches. The positivist paradigm describes the 

world as external and objective to the researcher, with the researcher seen as being 

independent of the research they are conducting. This approach has its focus on 

objective description and explanation of behaviours. How people or organisations act 

is explained based on facts and observations gathered by the researcher, usually 

using a quantitative methodology (Al-Ababneh, 2020). 
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Using the theory of planned behaviour (TPB; Ajzen, 1988, 1991) as an interpretive 

heuristic, this research is working on the basis that exit options are the outcome of 

planned strategic decisions (Peters, 2009; McKaskill, 2009) and the drivers of those 

decisions need to be better understood. As a deliberate decision (cognition-based) 

model, TPB assumes that individuals make decisions based on careful considerations 

of the available information and evidence; it also addresses behaviour or situations 

where individuals do not have complete ability or control to exercise their own will 

(Ajzen, 1988, 1991, 2002).  

 

In examining these issues, a mixed methods approach whereby the researcher uses 

pilot interviews to ensure the adequacy of the survey instrument should allow detailed 

examination of the underlying drivers. The qualitative component is designed to 

operate as a mapping exercise to inform the design of further research and 

implementation of the quantitative aspect of the study. 

 

Figure 9 Research Methodology 

 

Source: Neher (2016, p.108) 
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To capture both the decision drivers and motivators behind the owners’ exit choices 

(awareness, family, and advisers’ influence) and the detailed analysis required by 

some of the hypotheses (business size, age, and time), both qualitative and 

quantitative methods are suitable for various aspects of the hypotheses. This mixed-

methods approach has been used successfully in similar research with business 

owners, as outlined by Hammond (2005). 

 
3.3 Procedural steps for the application of methods 

 
Whilst examples of qualitative methods preceding quantitative methods are less easily 

found, one exception is the use of pilot interviews to ensure the adequacy of survey 

instruments for use in a study. Hammond (2005) stated that a mixed-methods 

approach where the qualitative component is designed to operate as a mapping 

exercise carried out to inform the design of further research and implementation of the 

qualitative aspect of the study approach could be used to facilitate the identification of 

variables for the quantitative analysis. This methodology is outlined in the diagram 

below. 
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Figure 10 Mixed methods approach  

 

 

Note: Based on Hammond (2005). 

 

Several other researchers have discussed the mixed methods approach when dealing 

with business owners and attempted to correlate both aspects. For example, Lechat 

and Torres (2017) used a qualitative survey to systematically categorise the most 

salient events experienced by owners, and then a quantitative, cross-sectional 

questionnaire was administered. Creswell and Plano Clark’s (2007) suggestion for 

utilising a mixed-methods study design was aimed at helping avoid inconsistent 

conclusions in research caused by focusing on just one of the methods. 

 

3.3.1. Case Study approach – Qualitative 
 

Following on from the methodology outlined in Figure 10 above, as utilised by 

Hammond (2005), the first part of the process was a series of business owner 

interviews in a case study style to drill down into key themes and better inform the 

survey focus. 
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Importantly, during the case study interview process, a strong level of trust and rapport 

is required to allow the respondent to discuss what, for many business owners, is a 

sensitive and often complex topic. Therefore, it is most appropriate to consider a deep-

reaching interview-style process to conduct the research and gather the required 

textual data from business owners in this study. This approach is consistent with both 

the concept of the emic perspective and the interpretive paradigm of qualitative 

research (Hennink et al., 2020).    

 

The current research will adopt an initial interview case study approach. This strategy 

is commonly applied in social sciences (Berg & Lune, 2004) and is also widely used 

in the field of entrepreneurship (Neergaard & Ulhoi, 2007). It is especially useful for 

research exploring the drivers or the why of behavioural choices (Yin, 2014). Garg and 

Eisenhardt (2017) suggest this approach when the researcher aims to understand 

likely decision drivers and the decision-making process. This study adopted a multi-

case holistic approach with one analysis unit (Yin, 2014) – the process of successfully 

exiting as a business owner. This approach permits in-depth and open focus insights 

from small samples whereby the substantive literature (and, thus, the researcher’s 

preconceived ideas) is discarded, enabling the researcher to get closer to informants’ 

concerns (Connell & Lowe, 1997). It also provides the flexibility to incorporate 

quantifiable, fixed-choice responses and allows for the exploration of more in-depth 

areas of interest during the data gathering process (Brewerton & Millward, 2001). Case 

study approaches are also helpful when identifying and mapping longitudinal patterns 

and processes of some complexity, as in this study (Eisenhardt, 1989; Patton, 1990). 

This study aims to understand how and why business owners are exiting; therefore, 

the multiple case study design will be adopted as it has long been regarded as a 

suitable research approach when the focus of the research is on how and why 

questions (Yin, 1994, 2003; Ghauri, 2004). 

 

A small sample of business owners will be used. Taylor, Bogdan and DeVault (2016) 

state that the sample size for a qualitative methodology is usually much smaller than 

the sample size for quantitative studies. 
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The case study interview questions will focus on the owner’s awareness of exit options 

and the underlying decision drivers of their choice of exit options. Participants will be 

asked to discuss the process by which they made the exit choice (when, why, how, 

involvement and the underlying drivers). Further discussion will be focused on those 

who had chosen to exit using an ESOP, attempting to better understand the decision 

drivers consisting of  

a) awareness and knowledge of various options (including ESOP),  

b) positive or attractive aspects of an ESOP, and  

c) negative or unattractive aspects of an ESOP. 

 

Due to the sensitive and often confidential nature of succession and exit planning, the 

interviewer will need to be experienced in dealing with both baby boomers and 

business owners, and the often emotional issues that succession and exit planning 

involves. Therefore, the interview will also need to logically follow a sequence from 

more general issues surrounding baby boomers, retirement, succession exit planning 

and their own business to more specific conversations around employee share 

ownership plans, including a detailed examination of the potential decision drivers: 

awareness of the various exit options (H1), organisational size (H2), time (H3), financial 

reward and motivation (H4), stakeholder and family influence (H5), and the involvement 

of external advisers (H6). 

 

The responses from the case study interviews will be used to better inform the 

development of the survey instrument on an extensive survey of succession practices 

and the use of employee share ownership plans amongst other potential exit and 

succession options. In addition, a large survey with a good response rate means the 

results can be generalised across the population of business owners in Australia. 

 

3.3.2 Sample Selection and Data Collection – Interviews 
 
The choice of sampling for the case study interviews is not a simple decision (Stake, 

2005). In this research, the decision was made to focus the interview on six to eight 

business owners who had already exited (or were in the process of exiting, having 

already chosen an exit option). This approach was supported by the outcomes of 

Guest et al. (2006), who found that major themes were usually present after six 
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interviews, that qualitative data reached a saturation point at around 12 interviews, 

and that further interviews no longer provided thematic insights. 

 

The selection of cases is potentially constrained by two key factors: lack of business 

owners who have already exited their business and a general resistance to discuss 

exit options due to the highly confidential nature of the topic. Nevertheless, 

respondents were invited to participate in research by the SME Association of 

Australia and qualified through four initial qualifier questions checking the size of the 

business, location, age, and confirmation they had made an exit choice. 

 

The participants come from various industries and vary in age, location, and business 

size.  

 

Interview Position Age Industry Location Size # 

employees   

Turnover 

1 Co-founder, 

major 

shareholder 

52 Environmental 

consulting 

NSW 120 >$10mil 

2 Co-owner 64 Real estate NSW 21 >$2mil 

3 Founder 66 Consulting WA 17 >$2mil 

4 Co-owner, 

major 

shareholder 

55 Manufacturing VIC 32 >$5mil 

5 Founder 48 Distribution NSW 14 >$1mil 

6 CEO, family 

owner 

52 Architecture NSW 85 >$10mil 

7 Founder 45 Engineering NSW 27 >$5mil 
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3.3.3 Business Owners’ Interviews 
 
The interview model will follow the convergent interview structure. 

 

Figure 11 Convergent Interview Structure  

Introduction and rapport building 

Opening question and response 

Probe questions and responses 

Summary 

Close 

 

Note: Adapted from Dick (2016). 

 

The introduction and rapport building should introduce the interviewer and explain the 

purpose of the interview; describe how the data is recorded, analysed, and interpreted; 

and, finally, provide assurances regarding confidentiality. 

 

The body of the interview should be established with the opening question, a broad, 

open-ended question that should define the boundary of the information and is 

designed to encourage responses without the constraints of more specific later 

questions. The probe questions are designed to be more specific, focused, and “drill 

down” into the detail of the topic. 

 

The interview summary should include a summary of the key points and responses 

from the interview to ensure understanding and ask for comments or feedback on any 

misunderstandings. Finally, the interview close should include a thank you to the 

participant and repeat any critical information. 

 

The interviews ranged from 20 minutes to over 70, though all answered the same set 

of questions, as outlined in Appendix B. 

 

All interviews were recorded and transcribed to provide the researcher with the rich 

detail intended, as recommended by various studies (Cooper & Schindler, 2017; 
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Corbin & Strauss, 2008; Patton, 2002). The recording was completed using iPhone 

and the REV app, including electronic transcription services. 

 

All invitation letters (Appendix A) were accompanied by a participant information sheet 

(Appendix C) and a consent form (Appendix D). The University Ethics Committee 

approved these documents as part of the ethics approval obtained prior to 

commencement of the research (see 3.6 Ethical Considerations).  

 

3.4 Thematic Analysis of Case Studies 

 

To ensure appropriateness and credibility, transparency, and the inclusion of all 

relevant data, the research technique of content analysis will be used; this process 

creates inductive codes which can be applied to the actual transcripts to develop data 

into meaningful categories to be further analysed and interpreted (Blair, 2015). 

Emergent coding, where codes are drawn from the transcripts, was chosen as the 

most appropriate because codes were created based on the participants’ actual 

comments (as an example, several respondents specifically mentioned the welfare of 

their staff: “Look after our key people”, “Look after them and see them do well”, “Look 

after my staff”). This emergent coding technique draws from grounded theory 

methodology (Strauss & Corbin, 1998) and enables participant generated language to 

provide codes from within the collected data. In attempting to eliminate any sense of 

researcher bias, a selection of verbatim quotes from participants will be incorporated 

into the findings from the case study. These will then be further developed to inform 

the design of the survey instrument, as outlined below. 

 

3.5 Survey Design – Quantitative 

 

Venkatesh et al. (2013) noted that a quantitative approach is suitable to explore the 

relationship between variables analysed. However, according to Allwood (2012), the 

quantitative method uses many participants, defines and tests hypotheses, and uses 

statistical models to explain the data and extrapolate results.  

 

In designing the broad quantitative survey, the case study results will be used to better 

inform survey questions and better focus on key drivers to sufficiently test each 
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hypothesis. The survey will be divided into critical segments covering demographics 

(including qualifying questions) and the six hypotheses.  

 
3.5.1 Demographic Information and Respondent Profile 
 

The survey will aim to include business owners of small- and medium-sized 

enterprises (SMEs; defined by the ABS as 1–19 and 20–199 employees, respectively) 

in Australia that employ more than one person and exclude not-for-profit (NFP) and 

hobby-style businesses. The survey excludes very small businesses (those that 

turnover less than $1 million) as exit choice in these smaller sizes is very limited and  

the focus of the survey was on middle market business. In addition, the approach was 

taken in order to ensue the sample distribution was consistent with those reported by 

the ABS. 

 

The survey will collect initial demographic data from the respondents, single owner 

versus multiple owners (question 2), turnover of the business (question 3), age of the 

respondent (question 4), gender (question 5), industry type (based on ANZSIC codes; 

question 6), business start date (question 7) and the number of employees (question 

8). 

 

Regarding the basic demographics of the business owners who respond to the survey, 

age has been linked to entrepreneurial behaviour and risk propensity (Levesque & 

Minniti, 2006), which may impact exit strategy. In addition, there is a correlation 

between age and attitudes towards money (Tang, 1992) and financial management 

decisions. 

 

Gender has been shown to affect the development of firm goals, such as growth 

intentions and the pursuit of growth (Cliff, 1998; Davidsson & Honig, 2003; Jennings 

& McDougall, 2007). These goals may also affect exit strategy and the preference for 

financial harvest instead of legacy stewardship strategies. 
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3.5.2 Awareness 
 
Measures for exit awareness (question 15) and exit choices (question 16) will be 

based on established measures developed and validated by Kuratko et al. (1997) and 

tested by DeTienne et al. (2008). 

 

The exit strategy will be measured by asking respondents to select one strategy which 

most closely matched their intended approach to exit from a list of seven commonly 

cited options (Wennberg & DeTienne, 2014; DeTienne et al., 2015). The scale was 

expanded to include ten exit options, including some mentioned during the case study 

interviews. 

 

Morris et al. (2018) used a similar scale by asking respondents to select one strategy 

which most closely described their intended approach to exit from a list of seven exit 

options commonly cited in the literature. Leroy et al. (2010) and Ryan and Powers 

(2012) have also used this practice. 

 

3.5.3 Size 
 
DeTienne et al. (2015) state that the size of the founding team and the organisation 

as a whole, which indicates a larger capital base, must necessarily be more focused 

on financial performance and, therefore, be more likely to prefer a financial harvest 

strategy. Larger firms also mean a more substantial resource base (Chandler et al., 

2005) and thus, business size reflected by both numbers of employees and turnover 

measures is an important metric. 

 

3.5.4 Time 
 
The notion of “patient by default” proposed by Harrison et al. (2016) may explain 

owners’ reluctance to prioritise focus on exit – Harrison states this does not mean they 

do not have a positive attitude regarding pursuing an exit; it just means they do not 

prioritise the liquidity event. This will be captured in the survey by time-related 

questions, the age of the respondents, and the age of the business. In addition, 

question 13 will be used to determine those respondents who have never thought 

about an exit strategy at all. Chandler et al. (2009) utilised the scale in question 14 to 
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measure causation in business owners (the same scale as utilised in the financial 

reward question) and determine the timeframe at which exit planning commenced. 

 

3.5.5 Financial Reward 
 
As Harrison et al. (2016) point out, “It is significant that the cluster with the highest 

average return is the one where the Angels (investment angels who were the subjects 

of the study) had both the intention to achieve an exit and adopted a proactive exit 

strategy” (p. 677).  

 

Exit intention (question 17) will be measured using this scale in the entrepreneurship 

literature (DeTienne & Cardon, 2012; DeTienne et al., 2015; Mason & Botelho, 2016; 

Mathias et al., 2017; Strese et al., 2018). The measurement focuses on creating and 

extracting value in the business as a financial “payback” or reward from investment in 

both time and money, which often occurs over many years. The financial reward can 

include capital gain on exit and any ongoing income from the business (e.g., rents, 

royalties, and licence fees), net of any costs to extract that reward. 

 

Attitudes about financial reward will be measured by positive and negative attitudes, 

the risk versus return, respect gained, and freedom provided by financial rewards 

(often linked to retirement for business owners). According to von Bonsdorff et al. 

(2019), securing financial well-being in old age is one of the central goals of retiring 

entrepreneurs. 

 

Business owners exiting are often assumed to be motivated by financial reward (often 

described in the literature as financial harvest). Existing financial knowledge (question 

21) and the experience of the owner may be important indicators. 

 

The retirement funding scale and financial knowledge scale were used in the 

Organisation for Economic Co-operation and Development (OECD) International 

Network on Financial Education (INFE) survey instrument to measure the financial 

literacy of MSMEs (OECD, 2019). In addition, the risk-attitude scale utilised in question 

22 will be used to measure individual differences in attitudes towards financial risk, 

including risk perceptions and risk behaviour. 
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The owner intention scale (questions 9 and 10) was used by Ryan and Powers (2012) 

to differentiate between a low (legacy stewardship) and high (financial harvest) 

pecuniary motive of the founder. 

3.5.6 Family Influence 
 
Family influence in exit choice (questions 11 and 12) seeks to measure influence on 

decision choice. The theory of planned behaviour states that subjective norms 

comprise an individual’s beliefs about whether significant others (those whose 

preferences about an individual’s behaviour in this domain are important to them) think 

they should enact the behaviour (Bothelo et al., 2019). 

 

Exit is a profoundly emotional experience (Burlingham, 2013; Peters, 2009; Weesie, 

2013). DeTienne and Chirico (2013) examined the effect of family control and 

influence, family members’ identification with the firm, binding social ties and the 

owner’s emotional attachment on exit from family-owned firms. They found that where 

owners rate these social and emotional ties higher than financial outcomes, they are 

likely to accept lower financial returns on exit. 

 

In an inductive study of technology companies, Graebner and Eisenhardt (2004) found 

that a seller’s decision may be driven by the need to be a good steward to friends and 

family who have invested.  

 

Hsu et al. (2016) concluded that exit intention was directly impacted by two key factors 

in both business to family and family to business; enrichment has a negative influence, 

and interference has a positive influence.  

 

3.5.7 Adviser Involvement 
 
The involvement of advisers (question 18) leading up to and during the process will 

directly affect the options available and those utilised by the owner. This scale has 

been used previously (Blackburn et al., 2018) to measure business owners’ attitudes 

towards selecting an adviser. 
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According to DeTienne and Chandler (2010), exiting a business is a process, and the 

length of time required to complete the process is directly related to the complexity of 

the business and the circumstances underlying the decision to exit. 

 

DeTienne and Chandler describe causation as a goal-driven, deliberate model of 

decision-making. Causation models start with a specific end in mind. Strategies are 

developed and resources allocated and utilised to accomplish this end. The primary 

decision criterion is the maximisation of returns. Plans are implemented and controlled 

toward the pre-determined outcome. 

 

Chandler et al. (2005) utilised the scale which is to be used in questions 17 and 19 to 

measure causation in business owners. The causation scale used by DeTienne & 

Chandler (2010) was adapted from Sarasvathy (2001), whose components included 

envisioning the end from the beginning, maximising expected returns, business 

planning and competitive analysis to predict an uncertain future (question 23). Finally, 

the same scale was adopted again by DeTienne et al. (2015) to better measure 

decision drivers in entrepreneurial exit strategies. 

 

The research hypotheses were examined via a mixed-methods research methodology 

using an initial batch of pilot interviews with business owners to identify key recurring 

themes to inform a quantitative study using a broad-based survey instrument. The 

current chapter (Chapter 3) outlines the paradigm chosen for this research and details 

the epistemological assumptions underlying that choice. The research methods 

(mixed methods) to be utilised are outlined, including the selection of respondents, the 

design of the case study questionnaires and survey instrument, and the means of data 

collection and analysis. The summary findings and the ethical issues surrounding the 

collection and analysis of the data are summarised at the end of the chapter. 

 

3.5.8 Dependent Variable Scale measurement 
 

A 5-point Likert scale was used to measure exit choice for respondents, the scale 

describes the extent to which business owners are willing to adopt a particular exit 

option as a choice for business succession and exit planning. 
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Highly Unlikely   1 

Unlikely    2 

Neither likely nor unlikely  3 

Likely    4 

Highly likely   5 

 

 

3.6 Ordinal Logistic Regression – model assumptions 

 

To perform the detailed data analysis, ordinal logistic regression (Sentas et al., 2005) 

was utilised. This method is the most suitable when the numerical values of the 

dependent variable are ordinal, reflecting the choice of exit options. The independent 

variables are both scale and nominal in the model.  

 

The parameter estimations are performed using the Fisher scoring algorithm. 

Checking for possible violations of underlying model assumptions was completed 

(Garson, 2014; Lund & Lund, 2021; Tabachnick & Fidell, 2007). Both multicollinearity 

and proportional odds were tested in the model. As logistic regression is particularly 

sensitive to high correlations among two or more independent variables, the presence 

of multicollinearity may result in biased standard errors. Multicollinearity is indicated 

by using a tolerance value which is the amount of a variable unexplained by the other 

independent variables. A small tolerance value (and thus large VIF values) indicates 

high collinearity. A common cut-off threshold is a tolerance value of 10 (VIF = 10) (Hair 

et al., 2006). However, with a smaller sample size (such as used in this study), 

researchers can be more flexible due to the increases in standard errors being 

“inflated” due to multicollinearity. 

 

Table H14 in the appendix section shows that the VIF values for all variables of interest 

are less than 5.0. Therefore, the effect of multicollinearity is not expected to undermine 

the statistical significance of the selected independent variables considered in the 

study. 

A key issue with the test of parallel lines is that its assumptions are often violated 

(Williams, 2006). Proceeding with the model when the test of parallel lines is violated 

can lead to “incorrect, incomplete or misleading results” (Williams, 2006, P.62). In the 
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regression analysis that follows the test of parallel lines is conducted. In the overall 

results (presented in Tables 9 and 10), the parallel lines assumption holds and 

therefore the assumption of proportional odds is tenable (Lund & Lund, 2021). It should 

also be noted that logistic regression does not rely on the following assumptions: a 

linear relationship between independent and dependent variables; normally distributed 

error terms (residuals); and homoscedasticity (Hair et al., 2019; Khongii & 

Lalremruata, 2019; Schreiber-Gregory, 2018). 

 

 

3.7 Ethical Considerations 

This research project was conducted in accordance with the requirements of the 

Charles Sturt University Human Research Ethics Committee, which approved the 

research study in November 2017 (Protocol number 200/2017/63). 

 

All respondents were advised that their anonymity would be protected throughout the 

research project. Participants were provided with information statements (see 

Appendix C) and a consent form (see Appendix D) prior to either participation in the 

case study interviews or completion of the online survey (see Appendix B).  

 

All case study interviews were recorded (on my personal iPhone) and transcribed 

using the REV app, no participant names were stored with either the recording or the 

transcript, and all respondents were advised that any results would be de-identified. 

The online survey was conducted using the Charles Sturt University instance of 

Survey Monkey, and the results data were stored online. Individual recipients were 

qualified through initial questions of size of business, and any respondent could exit 

the survey at any point if required (without results being saved). No individual 

identifying data was stored with the results, as survey respondents were not required 

to input name, business or email identifying details. The data was further analysed 

using SPSS software and, again, no identifying data was included or stored. 
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Chapter 4: Results 

 

4.1 Introduction 

 

Following completion of both case study interviews (qualitative) and a broad-based 

survey instrument (quantitative) using the mixed methodology outlined in Chapter 3 

the data was analysed to determine the results for each of the six hypotheses. 

 

The critical information sought is primarily driven by the underlying motivators of the 

business owner’s exit choices to understand the key decision drivers better. The 

hypotheses list six key drivers thought to be influential in decision making around exit 

choice: awareness (H1), organisation size (H2), time (H3), financial reward (H4), 

stakeholder and family acceptance (H5) and adviser involvement (H6). The survey 

questions were informed by a group of 7 initial owner case study interviews as outlined 

in Chapter 3, which highlighted several themes, primarily the two exit modes of 

financial harvest compared to legacy or stewardship.  

 

 

4.2 Case Study interview results 

 

Several key themes recurred in most interviews and as outlined in previous research, 

exit choices revolving around both financial harvest and legacy stewardship were 

mentioned in most interviews.  

 

Table 5 Summary of interview themes 

 

Theme Interviews mentioned 

Awareness 1, 3 

Size 4, 5 

Lack of preparation and planning 7 

Unaware of ESOP as an option 1, 2  

Decision drivers – legacy vs financial harvest 1, 2, 3, 4, 5, 6 
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4.2.1 Awareness of Exit Options 
 

Business owners acknowledged a general lack of awareness of exit options 

available to them: 

One option is to sell down or and sell out to a larger buyer, common especially 

in Australia. A second option is some kind of direct partnership model where 

senior executives get an opportunity to buy in gradually or buy out the original 

shareholders of the company, those are the two primary options I am aware of.  

(Interview 1)  

 

Thus, demonstrating a lack of awareness of exit options, as the interviewee only 

mentioned two potential exit options when in fact there are at least ten. 

 

From my understanding the first one is just shut the door, two is to sell to 

another buyer, merge with another company and the final one is to do an 

ESOP. (Interview 3)  

Again, this interviewee is only referring to only two possible options, when there are 

many more. 

 

4.2.2 Size as a Potential Barrier 
 

In my experience it is very difficult to sell a business like ours and so the exit 

options were quite limited – we are not big enough for a PE (private equity) firm 

or to list and so we were a bit stuck. (Interview 4) 

 

Employee share plans were not ever on our horizon; we probably thought they 

were for larger businesses, like listed companies, et cetera. And, so, we never 

really looked into it, until a business we work closely with announced they had 

introduced an ESOP for their staff. (Interview 5) 
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4.2.3 Lack of Preparation and Planning 
 

We were not prepared when my business partner got ill, so we had little time to 

implement a plan and the business was not yet sale-ready, as we were nowhere 

near retirement age – we scrambled to find a solution. (Interview 7) 

 

4.2.4 Lack of Awareness or Knowledge of an ESOP as an Exit Strategy  
 

In addition, several were unaware of an ESOP until it was introduced to them: 

 

We had, at best, a general awareness of the employee share plans concept. 

(Interview 1) 

 

That experience of selling that business is quite a painful one because we were 

naively honest with our staff that we had there at the time and we were upfront 

about what we were doing, putting the business on the market for sale. But the 

consequences of that were quite stressful because a number of key staff 

members obviously felt vulnerable at the time and decided to leave. It wasn’t long 

after that that we were introduced to employee share ownership plans at a 

business conference. (Interview 2) 

 

4.2.5 Decision Drivers for Exit Choice  
 

The decision around exit options was made based on several recurring criteria, being 

legacy, stewardship and financial harvest: 

So, we consciously considered it (the various exit options that were mentioned) 

and actually explored at a period of time a potential sell out to another firm and 

we decided that ultimately, culturally for our people that didn’t suit us. We also 

considered a joint, a major-shareholder and minor-shareholder advance model, 

whereby high value employees at the executive level only got an opportunity for 

direct purchase. (Interview 1)  

This interviewee is clearly showing a preference for preserving the culture of the 

business as a part of a legacy or stewardship focus. 
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The prominent one (driver/reason for choice) was the controlled process being 

able to sell the shares in the business at a good strong price and not under a 

distressed situation… and, of course, the other one is locking in key staff 

members, handcuffing them to the business. (Interview 2) 

Again, this quote for interview 2 is highlighting a legacy stewardship focus but also 

linking this strategy to a potential for financial harvest at the same time. 

Well, I think it started probably way back in the 90s when I – I can’t remember 

the name of this guy, but he was a South American entrepreneur. I think he’s 

been documented pretty heavily in books and things like that. And he had a 

company, I think he inherited it from his parents or something like that, and it was 

doing really bad. And then he decided that he wanted to try and create an 

employee share plan and he did that, and the business turned around. And I 

thought – and it improved it a lot and workers were much happier. And I always 

thought that I’m not a socialist at heart; I’m more of – I’m more of an entrepreneur 

at heart and I thought that if you could encourage entrepreneurialism and what 

seemed to be happening with him and his business and better, happier people 

and better productivity. And I thought that was a really good model. That there 

was... It could provide an exit process, but it also enabled the business to go on 

and maintain some sort of share ownership. It was a better thing. (Interview 3) 

Again, this interviewee is alluding to a potential combination of financial harvest and 

legacy stewardship for employees. 

Of all the options we really wanted to look after our key people; some of them 

have been working with us for over 20 years. They are good people, and we are 

now friends and I really wanted to look after them and see them do well, but I 

wasn’t confident a buyer would do that. (Interview 4) 

This quote from interview 4 is highlighting a very strong preference for people over 

price. 

As soon as I heard about the ESOP option, I thought it was the right option for 

us – it was the best way to look after our people and the business we had built. 

(Interview 5) 
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This interviewee strongly defined the preference for a legacy stewardship exit choice. 

4.2.6 Family Influence  
 

Whilst I always wanted to look after my staff, and customers, my family was 

worried we would lose control and, so, we never really looked at this option. I 

also thought they were very unlikely to be able to afford to buy the business. 

(Interview 6) 

 

This interviewee both mentions family as involved in the exit choice and also his view 

that employees could probably not afford to buy the business. 

 

4.3 Case study impact on survey instrument 

 

Overall, the interviews highlighted three key themes. The choice between, and 

balancing of, financial harvest outcomes and legacy stewardship outcomes was 

mentioned in most interviews. The awareness of various exit options was present, with 

several interviewees only mentioning a limited number of options being considered at 

all. Further, perceptions of various barriers to exit choice, size, family, structure, and 

time were all mentioned in multiple interviews.  

 

These resulting themes led to modification of the survey design, as no mention was 

made of any taxation or legal barriers (this original draft question was eliminated from 

the survey), and a larger focus and additional questions focused on financial reward 

and legacy stewardship exit choice. In addition, further data was sought in relation to 

size, structure, and awareness of various exit options. 

 

4.4 Quantitative method 

 

4.4.1 Introduction 
 

The survey was released on 4th August 2020 and closed on 18th December 2020. It 

was promoted in email newsletters to membership databases by the SME Association 

of Australia (www.smea.org.au) three times during the survey period. 

 

http://www.smea.org.au/
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In addition, the survey was also promoted to client and membership databases by a 

prominent Australian SME-focused business bank, First 5000 (an online discussion 

group for mid-market business owners representing the largest 5,000 businesses in 

Australia) and also in social media posts with links to the Charles Sturt University 

Survey Monkey portal, information statements and consent forms. 

 

From 800 opened invitations, 184 valid responses were collected, representing a 

response rate of 23%. According to Pielsticker and Hiebl (2020), response rates of 

family-owned businesses are typically lower than other surveys, but a response rate 

of 21% is considered typical. This is mainly due to the alleged secretiveness of family 

and private business owners regarding surveys (Stamm and Lubinski, 2011; Wilson 

et al., 2014). 

 

Respondents were screened in the initial questions and excluded where turnover was 

less than $1 million, or if they were based outside of Australia or operated “not-for-

profit” businesses. These responses were excluded from further participation as they 

did not meet the target survey audience as outlined in Chapter 3. 

 

In addition, whilst 184 valid responses were received, all answered the first 13 

questions, which were essentially background in nature and collected basic 

demographic information on both the business and the individual respondents. From 

question 14 to question 19 between 30 and 41 respondents did not provide a valid 

response to each question, and so the sample size for this phase of the survey 

(relating to the choice of exit options and drivers) was 143. 
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4.4.2 Description of business subjects 
 

According to the Australian Bureau of Statistics as of June 2020 (ABS, 2021), the 

distribution of Australian businesses by turnover per annum was as follows: 

 

less than $2m 2,209,614 93.00% 

$2m to less than $5m 95,032 4.00% 

$5m or more 71,107 3.00% 

 
2,375,753 100.00% 

 

Cowling and Tanewski (2019) state that the normal distribution of businesses by size 

is summarised in broad ranges as small (less than $2mil turnover per annum) being 

90.27% of the total, medium-sized firms ($2mil–$10mil in turnover per annum) at 

7.67% and larger firms (greater than $10mil turnover per annum) being 2.06%. When 

we exclude from the analysis those businesses which were excluded from the survey 

due to low turnover (below $1mil turnover per annum), the normal distribution of 

Australian businesses by size more closely matches the survey respondents: 

 

$200k to less than $2m 82.91% 

$2m to less than $5m 9.77% 

$5m or more 7.31% 

 

According to the Australian Bureau of Statistics, as of June 2020 (ABS, 2021), the 

distribution of Australian businesses by employee numbers was as follows: 

 

# Employees Count % 

0 1,546,865 63.86% 

1-19 814,913 33.64% 

20-199 56,259 2.32% 

>200 4,367 0.18% 

 
2,422,404 100% 
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Whilst the ABS data is not broken down into smaller ranges to match respondent 

categories, it is roughly reflective of the survey respondents. 

 

Business researchers have broken down the distribution of businesses based on the 

age of the business in broad categories as follows: 47.8% of businesses have been 

trading for at least ten years, 22.3% for less than three years, and 29.9% for between 

3 and 10 years (Cowling & Tanewski, 2019).  

 

Industry 

 

According to the Australian Bureau of Statistics as of June 2020 (ABS, 2021), the 

distribution of Australian businesses by industry was as outlined in the table in 

Appendix I. 

 

In responding to question 6 identifying the business’s main industry activity, using the 

ANZSIC code, 26 respondents selected other or unknown, and whilst they did not 

supply an ANZSIC code, all 26 completed the free text field and named the principal 

industry activity of the business. The data was therefore adjusted manually to allocate 

the correct ANZSIC code to these 26 records. 

 

 

The resulting summary data shows the correct industry breakdown for the complete 

data set: 

 Frequency  Frequency  
Industry Original % Adjusted % 

     

Agriculture, Forestry and Fishing 2 1.1% 2 1.1% 

Mining 4 2.2% 4 2.2% 

Manufacturing 9 4.9% 9 4.9% 

Electricity, Gas, Water and Waste Services 0 0.0% 1 0.5% 

Construction 8 4.3% 11 6.0% 

Wholesale Trade 9 4.9% 10 5.4% 

Retail Trade 7 3.8% 8 4.3% 

Accommodation and Food Services 1 0.5% 2 1.1% 

Transport, Postal and Warehousing 2 1.1% 3 1.6% 

Information Media and Telecommunications 13 7.1% 16 8.7% 
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Financial and Insurance Services 40 21.7% 43 23.4% 

Rental, Hiring and Real Estate Services 9 4.9% 9 4.9% 
Professional, Scientific and Technical 
Services 41 22.3% 47 25.5% 

Administrative and Support Services 1 0.5% 4 2.2% 

Public Administration and Safety 0 0.0% 1 0.5% 

Education and Training 5 2.7% 5 2.7% 

Health Care and Social Assistance 5 2.7% 5 2.7% 

Arts and Recreation Services 2 1.1% 3 1.6% 

Other Services 0 0.0% 1 0.5% 

Unknown 26 14.1% 0 0.0% 

All Industries 184 100% 184 100% 

 

The distribution of respondents by industry is roughly reflective of the normal 

distribution, except that both financial and insurance services and professional, 

scientific, and technical services are more heavily favoured in the data: 14% and 13%, 

respectively, higher than the normal distribution. 

 

See summary table, Table 6, below and further analysis including Chi-Square tests in 

Appendix Tables H6, H7, H8 and H9 covering turnover, age group, type of business, 

gender and business ownership. 
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Table 6 Business sample characteristics 

     
              

      Number   % of sample   

       
Business Type 

     

       

 
Independent 

 
178 

 
96.7 

 

 
Branch (controlled) 

 
1 

 
0.5 

 

 
Subsidiary (distinct entity)  

 
5 

 
2.7 

 

       
Ownership 

     

 
Single 

 
57 

 
30.9 

 

 
Multi 

 
127 

 
69 

 

       
Turnover (Size)  

     

       

 
<$1mil 

 
0 

 
0 

 

 
$1mil–$1.999mil 

 
39 

 
21.2 

 

 
$2mil–$4.999mil 

 
59 

 
32.1 

 

 
$5mil–$9.99mil 

 
28 

 
15.2 

 

 
$10mil–$24.999mil 

 
27 

 
14.7 

 

 
$25mil–$49.999mil 

 
17 

 
9.2 

 

 
$50mil–$99.999mil 

 
6 

 
3.3 

 

 
>$100mil 

 
8 

 
4.4 

 

       
      

      

      

      

      

      

 

 

      



 85 

      

        

# Employees (Size) 
 

Number 
 

% of sample 
 

       

 
1–9 

 
49 

 
26.8 

 

 
10–19 

 
54 

 
29.5 

 

 
20–29 

 
25 

 
13.7 

 

 
30–39 

 
15 

 
8.2 

 

 
40–49 

 
4 

 
2.2 

 

 
50–59 

 
5 

 
2.7 

 

 
60–69 

 
5 

 
2.7 

 

 
70–79 

 
4 

 
2.2 

 

 
80–89 

 
2 

 
1.1 

 

 
90–99 

 
1 

 
0.6 

 

 
>100 

 
19 

 
10.4 

 

       
Age of business (commencement)  

    

       

 
pre-1901 

 
1 

 
0.5 

 

 
1901–1910 

 
0 

 
0 

 

 
1911–1920 

 
1 

 
0.5 

 

 
1921–1930 

 
1 

 
0.5 

 

 
1931–1940 

 
0 

 
0 

 

 
1941–1950 

 
0 

 
0 

 

 
1951–1960 

 
2 

 
1.1 

 

 
1961–1970 

 
4 

 
2.2 

 

 
1971–1980 

 
9 

 
4.9 

 

 
1981–1990 

 
19 

 
10.3 

 

 
1991–2000 

 
40 

 
21.7 

 

 
2001–2010 

 
62 

 
33.7 

 
  2011–2020   45   24.5   
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The majority of respondents (96.7%) are independent business owners and 83.2% 

report annual turnover of between $1million and $25million, representative of the 

Australian SME middle market. 

 

4.4.3 Background data of individual respondents 
 

No responses were received by any owner in either the under 18 or 18–27 age 

categories. This was largely expected as the target survey audience were generally 

older as they were approaching or starting to prepare for an exit. In addition, the filter 

questions precluded any business with less than $1mil turnover, and it is unusual for 

a person under 27 to own and run such a large business due both to the time taken to 

build a business to this scale and the qualifications and experience required by the 

owner. 

 

According to the Australian Bureau of Statistics, as of June 2019 (ABS, 2020) and the 

Small Business in the Australian economy report (ASBFEO, 2020), the distribution of 

Australian businesses by owner’s age was as follows: 

 

 

15–29   118,160.00  7.8% 

30–44   495,345.00  32.7% 

45–59   607,257.00  40.1% 

60+   291,745.00  19.3% 

 

The age distribution of the respondents is roughly comparative to the ABS data 

summarised above, though the respondents are separated into smaller groups sizes. 

 

According to the Global Entrepreneurs Monitor Australian National Report (Steffens 

and Omarova, 2019), Australia has a female entrepreneur participation rate of 9.2%. 

The survey respondents are closely similar, with 7.7% of respondents being female. 

In this thesis, gender has been used as a control variable to identify any gender bias, 

consistent with the literature. 
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See summary table, Table 7, below summarising the data by both gender and age 

and further analysis including Kruskal-Wallis test, ANOVA test, Mann-Whitney U test 

and multicollinearity at appendix tables H10, H11, H12, H13 and H14. 

 

Table 7 Business owners’ sample characteristics 

      Number   

% In 

sample   

Gender 
     

 
Male 

 
168 

 
91.8 

 

 
Female 

 
14 

 
7.7 

 

 
No Response 

 
1 

 
0.6 

 

       
Age Bracket 

     

 
under 27 

 
0 

 
0 

 

 
28–37 

 
13 

 
7.1 

 

 
38–47 

 
29 

 
15.9 

 

 
48–57 

 
65 

 
35.7 

 

 
58–67 

 
57 

 
31.3 

 

 
68–77 

 
17 

 
9.3 

 

 
78–87 

 
1 

 
0.6 

 
  88+   0   0   

       
4.5 Data cleaning 

 

4.5.1 Missing Data 
 

Before analysing the data in the statistical model, data cleaning is carried out to identify 

responses that are missing or have extreme values. In the raw data contained in the 

questionnaires, there are cases where survey responses were missing, as some 

respondents did not answer all questions in the survey completely. The problem of 

missing responses is first investigated by testing for the assumption of missing 

completely at random (MCAR) on the variables of interest. To this end, the test statistic 

developed by Little (1988), which tests the null hypothesis that the responses are 

missing completely at random, is used. The test result has a p-value of 0.430, thus 
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offering no evidence to reject Little’s MCAR test statistics (2 = 3049.043, df = 3036). 

This confirms that the MCAR assumption is satisfied and the listwise deletion 

approach can be used to handle the missing responses while ensuring the estimated 

parameters are not biased due to the deletion of the missing responses (Allison, 2002; 

Kang, 2013).  

 

4.5.2 Outliers 
 

To examine the dispersion of the data set, boxplots in SPSS (version 27) are used to 

examine the behaviour of the distribution. Cases that are above three times the 

interquartile range of the individual scores are identified and tabulated in Table 8. In 

addition, standardised z-scores for the cases identified are also calculated. Cases that 

are above three times the interquartile range and above or below the z-score threshold 

of +/- 3.29 are excluded for analysis. The application of this approach resulted in the 

deletion of four responses which are identified as outliers. The final sample size 

consisted of 139 respondents for use in the statistical analysis. 

 

Table 8 Outliers 

Variable Case no. 
Boxplot 
(>3IQR) 

standardised 
z-score  Action 

Q16_1_Liquidation / Discontinuance 43 Yes 4.4901 excluded 

Q16_1_Liquidation / Discontinuance 63 Yes 4.4901 excluded 

Q16_1_Liquidation / Discontinuance 106 Yes 4.4901 excluded 

Q16_1_Liquidation / Discontinuance 26 Yes 3.2615 included 

Q16_1_Liquidation / Discontinuance 99 Yes 3.2615 included 

Q16_1_Liquidation / Discontinuance 139 Yes 2.0329 included 

Q16_1_Liquidation / Discontinuance 141 Yes 2.0329 included 

Q16_1_Liquidation / Discontinuance 144 Yes 2.0329 included 

Q16_1_Liquidation / Discontinuance 131 Yes 0.8043 included 

Q16_1_Liquidation / Discontinuance 149 Yes 0.8043 included 

Q16_1_Liquidation / Discontinuance 178 Yes 0.8043 included 

Ris_2 12 Yes 4.7562 excluded 
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4.5.3 Collapsing ordered outcome categories 
 

In some of the data responses ordinal (ordered categorical) outcome data arise 

naturally. Even if the underlying outcome variable is continuous, it may not be 

observable (Stromberg, 1996). An outcome variable with five ordered categories can 

be collapsed in several different ways. Stromberg (1996) states that “it would be more 

appropriate to categorise a continuous outcome variable into at least three categories 

instead of two. Whilst this is not done in every logistic regression, but only used when 

the parallel assumption is severely violated in the initial test. This approach helps to 

alleviate violation of this assumption” (p. 432). 

 

4.6 Detailed data analysis 

 

When analysing the detailed quantitative data, analysis covering both overall results 

in the regression model as well as a detailed analysis of each individual exit option 

was determined to provide the most accurate analysis of the survey results.  This leads 

to overall results, presented in tables 9 and 10 and then analysis of the individual exit 

options in tables 11 through to 20. 

 

4.6.1 Factor and reliability analysis 
 

As several of the survey questions were based on perception it is important that scale 

reliability be confirmed in order to check the internal consistency of responses. To do 

this, Cronbach’s alpha was calculated for all dimensions of four key themes in the 

survey: harvest vs legacy exit options, influence on decision making, advice, and risk. 

A Cronbach’s alpha coefficient of greater than 0.7 is considered consistent (Santos, 

1999), although it may decrease to 0.6 in exploratory research (Hair et. al., 2006). The 

result in the table below shows that, for all measures, the Cronbach coefficient is within 

the acceptable range. Further details on factor and reliability analysis can be reviewed 

in Appendix H, tables H1 – H4. 
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Fin_1  Financial Harvest 0.702 

Fin_2 Legacy stewardship 0.71 

ExI_1 Family Influence 0.82 

ExI_2 Adviser Involvement 0.61 

Typ_1 General Advice 0.683 

Typ_2 Specialist Advice 0.564 

Ris_1 Financial Risk 0.706 

Ris_2 High-Risk financial actions 0.632 

 

4.6.2 Ordinal Logistic Regression model 
 

Ordinal logistical regression is an extension of logistic regression where the dependent 

variable typically has multiple categories. Therefore, it is a non-linear regression 

technique that is generally used to model the relationship between the ordinal 

response variable and one or more explanatory variables. Ordinal logistic regression 

makes use of cumulative probabilities, cumulative odds and cumulative logits 

(Denham, 2017; Karki & Kafle 2020). 

 

The ordinal logistic regression model can be defined as:  

 

𝑙𝑜𝑔𝑖𝑡(𝑃(𝑌 ≤ 𝑗)) = 𝛽𝑗0 + 𝛽𝑗1𝑥1 +⋯+ 𝛽𝑗𝑝𝑥𝑝 

 

where Y is the ordinal outcome with J categories. Due to the parallel line assumption, 

the intercepts are different for each category, but the slopes are constant across 

categories which then simplifies the equation to: 

 

𝑙𝑜𝑔𝑖𝑡(𝑃(𝑌 ≤ 𝑗)) = 𝛽𝑗0 + 𝛽1𝑥1 +⋯+ 𝛽𝑝𝑥𝑝. 

 

where 𝑃(𝑌 ≤ 𝑗) = probability of an outcome Y being in a category <=j 

𝛽𝑗0 = intercept for outcome Y<=j 

𝑥1…𝑥𝑝= selected independent variables that relate to the proposed hypotheses. 
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The ordinal independent variables are treated as continuous variables when the 

ordinal logistic models are performed using SPSS. For clarity, in all tables “***” 

indicates significant at the 1% level, “**” indicates significant at the 5% level and “*” 

indicates significant at the 10% level.



 92 

Table 9 Overall Result – awareness, size, time & financial reward 

 

      1 2       3 4       5 6 

  Estimate S.E.   Estimate S.E.   Estimate S.E. 

Threshold         
[Opt_Exit_Ave_5cat = 1] 1.017     1.167  0.908     1.329  1.256     1.395 

[Opt_Exit_Ave_5cat = 2] 2.051* 1.171  1.945     1.332  2.305     1.400 

[Opt_Exit_Ave_5cat = 3] 3.240*** 1.191  3.111** 1.348  3.473** 1.418 

[Opt_Exit_Ave_5cat = 4] 4.501*** 1.219  4.387*** 1.374  4.746*** 1.444 

         
Awareness 0.470*** 0.137  0.472*** 0.137  0.490*** 0.138 

FTE_scale 0.004     0.231  -0.028     0.242  -0.020     0.246 

Time_ExitplantimingH3 -0.303** 0.143  -0.329** 0.146  -0.301** 0.151 

Fin_2 -0.020     0.076  -0.015     0.077  -0.016     0.078 

Ris_1 0.091* 0.050  0.092* 0.050  0.088* 0.050 

Ris_2 -0.010     0.083  -0.012     0.083  -0.005     0.084 

Gender_1    0.018     0.614  0.013     0.624 

Ownership    -0.062     0.357  -0.018     0.359 

[Industry_1=Fin ser]       0.200     0.451 

[Industry_1=Otr ser]             0.363     0.371 

[Industry_1=Pro ser] *                

         
Model 2=34.326, df=6, p=0.000  2=34.767, df=8, p=0.000  2=35.733, df=10, p=0.000 

Pearson Goodness-of-fit 2=540.489, df=546, p=0.558  2=537.753, df=540, p=0.519  2=537.366, df=538, p=0.500 

R2 (Cox and Snell) 0.219  0.223  0.228 

Test of Parallel Lines 2=21.101, df=18, p=0.274  2=31.764, df=24, p=0.133  2=33.674, df=30, p=0.294 

Note: Industry_1=Pro ser * is used as 
a reference group   
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4.6.4 Overall Result 
 

To obtain an overall understanding of the likelihood of exiting a business, the exit 

choice likelihood scale for the nine different options is aggregated. The dependent 

variable is constructed as the mean score for each participant calculated as sum of 

scores obtained for Exit Options 1 to 9 divided by the total number of responses. This 

represents the mean of all nine scores for each participant. Thus, the dependent 

variable measures the overall likelihood of selecting a particular exit option on a 5-

point Likert scale and differentiates between lower order (legacy stewardship) and 

higher order (financial harvest) exit choices, as outlined in Figure 1, Chapter 1. 

 

This scale was then used to model key drivers of exit choice, with the expanded 

models adding control variables that were not part of the main hypothesis but added 

to the overall analysis.  

 

“Awareness” is a proxy for overall awareness calculated as the sum of scores for 

Q15_9_Strategic sale/Sale to listed company and Q15_10_IPO (listing as a public 

company) divided by total number of responses. These variables (Q15_9 and Q15_10) 

are positively and significantly correlated with the mean score for the dependent 

variable.  

 

In Table 9, column 1 provides the results for the base model using the independent 

variables Awareness, FTE Scale (size), time, Fin1, Ris1 and Ris2. In columns 3 and 

5 the model is expanded to include gender, ownership and industry effects. The overall 

result summary for awareness, size, time and financial reward uses ordinal logistic 

regression analysis to test the hypotheses and shows statistically significant results. 

More specifically, we can see a positive and statistically significant (at the 1% level of 

statistical significance) result for Awareness, a negative and significant (at the 5% level 

of statistical significance) result for Time and a positive and significant (at the 10% 

level of statistical significance) for Ris-1. 

 

The final model statistically and significantly predicted the dependent variable 

(2=34.326, df=6, p=0.000) and indicated improvement in fit over the baseline model. 

The pseudo R2 statistics, Cox and Snell’s, has a value of 0.219. Further, the test of 
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parallel lines (p=0.274) and Pearson’s goodness of fit has a p-value of 0.558, 

suggesting the null hypothesis of a good model fit is not rejected.  

 

Awareness of an exit option is a significant positive predictor of selecting an exit option. 

In columns 1,3 and 5 the results are positive and statistically significant at the 1% level. 

In column 1, it is shown that for every one-unit increase in awareness, there is a 

predicted increase of .470 in the log odds of a respondent being in a higher level of 

the dependent variable holding all other variables constant. This indicates that a 

respondent scoring higher on awareness of an exit option is more likely to select a 

particular exit option. The odds ratio of 1.599 (exp 0.470) indicates that the odds of 

being in a higher category on the dependent variable increases by 59.9% for every 

one-unit increase in awareness of the exit options which are available, ceteris paribus. 

In columns 3 and 5, the result remains highly significant after controlling for gender, 

ownership and industry effects. H1 predicted that an increase in awareness of a 

particular exit option would increase the likelihood of selecting that option, therefore 

H1 is supported. 

 

“Time_ExitplantimingH3” represents the time allocated to prepare for an exit plan and 

is negatively and significantly correlated with the dependent variable, indicating that 

the time taken to construct a business exit plan negatively predicts exit choice, at the 

5% level of statistical significance. Column 1 of Table 9 shows that an increase in time 

is associated with a predicted decrease of .303 in the log odds of a respondent being 

in a higher level of the dependent variable. This indicates that a respondent who took 

a longer time to prepare for exit was less likely to achieve a higher order exit option. 

The odds ratio of 1.35 (exp0.303) indicates that the odds of being in a higher category 

on the dependent variable decreases by 35% for every one-unit increase in time. This 

evidence suggests that there is an inverse relationship between the length of time 

required to implement an exit option and its adoption. Exit options which require less 

time to implement are preferred and H3 is therefore supported. 

 

Other significant predictors include Ris_1, which measures risk tolerance, with 

estimated coefficients of 0.091, 0.092 in columns 1 and 3, which are statistically 

significant at the 10% level. This indicates that those respondents with a higher risk 
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tolerance are more likely to pursue particular exit options which are inherently more 

risky and more focused on financial reward. 

 

The FTE scale, a proxy for size of the business based on the number of full-time 

equivalent employees, does not significantly explain the likelihood of selecting an exit 

option, and therefore size (H2) as a driver of exit options choice, is not supported by 

this model. 

 

For the industry effect, responses are grouped into three categories. “Fin ser” 

represents financial services, “Pro ser” is professional services and “Otr ser” is other 

services not categorised as financial services or professional services. “Pro ser” is 

used as the reference group, so the coefficient becomes redundant. This means the 

coefficient estimated for “Fin ser” and “Otr ser” should be interpreted relative to “Pro 

ser”. For example, the coefficient for “Fin Ser” is 0.2 or exp (0.2) =1.2214. This means 

that, compared with “Pro ser”, “Fin ser” is 1.2214 times more likely to select a higher 

value on the Likert scale. “Gender_1” and “Ownership” control variables were also 

included in the expanded model. However, none of these variables produced results 

that are statistically significant. 

 

Other items measured, Fin_2, which was the proxy variable for legacy stewardship 

exit choice (as outlined in 4.6.1) and Ris_2, the proxy variable for high-risk financial 

actions (as outlined in 4.6.1) produced coefficients of -0.020 and -0.010 respectively, 

however, neither produced any statistically significant results. 

 

 

 

 

  



 96 

Table 10 Overall Result – Family, Adviser, financial knowledge 

 

Estimate S.E. Estimate S.E.

Threshold

[Opt_Exit_Ave_3cat = 1] 4.492*** 1.537 4.827*** 1.565

[Opt_Exit_Ave_3cat = 2] 6.482*** 1.595 6.670*** 1.618

Fam_ExitdiscussfamilylH5 -0.405** 0.189 -0.1 0.209

Fam_ExitconsiderfamilyInplH5 0.611*** 0.219 0.314 0.247

Fam_ExitmakefamilyInflH5 0.141 0.274 0.129 0.253

AdviserInfluencePartnerH6 -0.042 0.108 -0.027 0.106

AdviserInfluenceBizOwnerH6 0.300* 0.156 0.307** 0.15

AdviserInfluenceAccountantH6 -0.302** 0.145 -0.290** 0.14

AdviserInfluenceLawyerH6 0.333** 0.164 0.374** 0.158

AdviserInfluenceBizCoachH6 0.127 0.154 0.135 0.152

AdviserInfluenceExitPlanH6 0.152 0.126 0.131 0.121

AdviserInfluenceBrokerH6 0.360** 0.173 0.337** 0.171

AdviserInfluenceFinplannerH6 0.077 0.188 0.033 0.184

AdviserInfluenceFamilyFriendH6 -0.045 0.163 -0.015 0.16

Fin_KnowledgeH4 0.692** 0.283 0.723** 0.28

Model

Pearson Goodness-of-fit

Deviance Goodness-of-fit

R2 (Cox and Snell) 0.268 0.219

Test of Parallel Lines


2=247.952, df=249, p=0.507 

2=262.627, df=255, p=0.358


2=18.133, df=13, p=0.153 

2=12.348, df=13, p=0.499

Pre-Covid-19 Post-Covid-19


2=41.135, df=13, p=0.000 

2=33.473, df=13, p=0.001


2=285.789, df=249, p=0.054 

2=277.134, df=255, p=0.163
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Table 10 summarises the results when the ordinal logistic model is performed using 

variables that capture the impacts of family influence and adviser influence in making 

decisions to select a particular exit option. Respondents are asked to complete the 

questionnaire by considering the time period July to December 2019 (pre COVID-19) 

and the past 3 months, which captures the effect of COVID-19 on their decision-

making process. In column 1 of Table 10, the pre-COVID_19 results are tabulated 

while column 3 shows the estimated coefficients for the COVID-19 period.   

 

The model in Table 10 shows a positive and statistically significant result (p<0.01 or 

1% significance level) for Family Input and a positive and statistically significant 

(p<0.05 or 5% significance level) for Adviser Influence Lawyer, Adviser Influence 

Broker and Financial Knowledge. It also shows a negative and statistically significant 

(p<0.05 or 5% significance level) result for discuss with family and accountant. This 

result indicates that the frequency of discussion with family members relating to exit 

planning reduces the likelihood of selecting a particular exit option. Conversely a 

positive and statistically significant (10% level pre-COVID and 5% level post-COVID) 

result for business owners. 

 

Pre-COVID-19 and Post-COVID-19 responses were included in the survey as a 

control for any impact of COVID-19, as the survey was conducted during COVID-19 

lockdowns in Australia. When comparing pre- and post-COVID-19 results, it is clear 

that the impact had no influence on the overall results other than noting that there is a 

reduction of reliance on family influence, evidenced by non-significant results post-

COVID-19, while there is a corresponding increase in dependence on professional 

advisers. The co-efficient for the pre COVID-19 analysis shows -0.405 whereas the 

post COVID-19 analysis has a coefficient of -0.1 thus suggesting reduced family 

influence. 

 

The final model shows a statistically significant predictor of the dependent variable 

(2=41.135, df=13, p=0.000), indicating improvement in fit over the baseline model. 

The Cox and Snell’s R2 has a value of 0.268, suggesting the independent variables 

explain the likelihood of selecting an exit choice reasonably well. Further, the test of 

parallel lines (p=0.153) suggests the parallel lines assumption is met and Pearson’s 
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and Deviance goodness of fit (p=0.054) statistics cannot be rejected at the 5% level 

of significance, thus supporting the null hypothesis that the fit is good. 

 

Fam_ExitconsiderfamilyInpH5 measures the likelihood of family input influencing the 

exit choice for lower order exit options, and there is a positive and significant 

correlation. For every one-unit increase in family input there is a predicted increase of 

.611 in the log odds of a respondent opting for a lower order exit strategy. The odds 

ratio of 1.842 (exp 0.611) indicates that the odds of being in a lower category on the 

dependent variable increases by 84.2% for every one-unit increase in family influence. 

H5 predicted that there is a positive relationship between family acceptance of an exit 

option and its adoption, therefore H5 is supported. 

 

Fam_ExitdiscussfamilyH5 has a negative and significant coefficient indicating exit 

choice discussion with family reduce likelihood of selecting an exit option. For every 

one-unit increase in Fam_ExitdiscussfamilyH5 there is a predicted decrease of 0.405 

in the log odds of a respondent opting for a lower order exit option. This suggests that 

the odds ratio of 1.499 (exp 0.405) and thus the odds of being in a lower category exit 

option decreases by 49.9% for every one-unit increase in family discussion. 

Fam_ExitmakefamilyInflH5 was also positive, but the result was not statistically 

significant. 

 

AdviserInfluenceLawyerH6 and AdviserInfluenceBrokerH6 are both specialist adviser 

categories that measure the influence specialist advisers have on exit choice. Both 

results are positive and statistically significant. For every one-unit increase in 

Adviserinfluencelawyer, measured on the Likert scale, there is a predicted increase of 

0.333 in the log odds of a respondent selecting a lower order exit choice. The odds 

ratio of 1.395 (exp 0.333) indicates that the odds of being in a lower category on the 

dependent variable increases by 39.5% for every one-unit increase in 

AdviserInfluenceLawyer. For every one-unit increase in AdviserInfluenceBroker there 

is a predicted increase of 0.360 in the log odds of a respondent selecting a lower order 

exit choice. The odds ratio of 1.433 (exp 0.360) indicates that the odds of being in a 

lower category on the dependent variable increases by 43.3% for every one-unit 

increase in AdviserInfluenceBroker.  
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AdvisersInfluenceAccountant is a general adviser category that measures the 

influence an accountant has on exit choice, which has a coefficient of -0.302 and is 

statistically significant. This translates to each one-unit increase in 

AdvisersInfluenceAccountant results in a predicted decrease of 0.302 in the log odds 

of a respondent selecting a lower order exit choice. In other words, 0.739 (exp -0.302) 

indicates that the odds of selecting an exit choice decreases by 26.1% for every one-

unit increase in AdvisersInfluenceAccountant. 

 

H6 predicted a positive relationship between the involvement of experienced advisers 

and the exit options choice and its adoption. Several measures of adviser influence 

have a positive and significant impact on exit choice and therefore H6 is supported. It 

is noteworthy that BizCoach, exit planner and financial planner were positive but did 

not produce statistically significant results.  

 

Interestingly, AdviserInfluenceBizOwner also produced a positive and significant 

result, showing that business owners had an impact on exit choice, evidenced by the 

coefficients of 0.300 and 0.307 during the pre- and post-COVID-19 periods, 

respectively. In the pre-COVID-19 result, an increase in AdviserInfluenceBizOwner 

predicted an increase of 0.300 in the log odds of selecting a lower order exit choice. 

The odds ratio of 1.349 (exp 0.300) indicates that the odds of being in a lower category 

exit choice increases by 34.9% for every one-unit increase in 

AdviserInfluenceBizOwner. This category is also classified as a stakeholder and 

therefore further supports H5. 

 

FinancialKnowledgeH4 is a measure of the financial knowledge and experience of 

the business owner, which is positively related to the respondent’s likelihood of 

selecting an exit option. The odds ratio of 1.997 (exp 0.692) indicates that the odds 

of financial knowledge influencing exit choice increases by 99.7% for every one-unit 

increase in FinancialKnowledgeH4. This suggests that financial knowledge plays a 

critical role in influencing the respondent’s decision to select an exit option. 
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Table 11 Exit Option – Employee Share Ownership Plan 

 

1 2 3 4 5 6 7 8 9 10 11 12

Threshold Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

[Opt_ExitSelectESOP = 1.00] 0.52 0.756 -0.987 0.737 -1.084 0.831 1.121 1.357 -1.065 0.802 -0.002 0.934

[Opt_ExitSelectESOP = 2.00] 1.696** 0.77 0.086 0.732 -0.017 0.825 2.217 1.365 -0.002 0.796 1.156 0.938

[Opt_ExitSelectESOP = 3.00] 2.625*** 0.787 0.968 0.736 0.865 0.829 3.117** 1.378 0.922 0.8 2.142** 0.951

[Opt_ExitSelectESOP = 4.00] 4.297*** 0.833 2.516*** 0.773 2.414*** 0.86 4.696*** 1.41 2.530*** 0.837 3.879*** 0.998

Gender 0.096 0.629 0.21 0.609 0.313 0.603 0.407 0.612 0.362 0.623 0.422 0.641

Ownership -0.056 0.346 0.062 0.349 0.005 0.339 0.13 0.346 -0.026 0.352 -0.188 0.462

Aware_ExitoptionsESOPH1 0.599*** 0.133

FTE_scale 0.215 0.234

Time_ExitplantimingH3 0.053 0.144

Fin_1 0.051 0.055

Fin_2 0.159** 0.076

Ris_1 -0.001 0.047

Ris_2 0.057 0.08

Fam_ExitdiscussfamilylH5 -0.086 0.163

Fam_ExitconsiderfamilyInplH5 -0.018 0.203

Fam_ExitchangefamilyInflH5 0.091 0.275

Fam_ExitmakefamilyInflH5 0.257 0.246

AdviserInfluencePartnerH6 -0.142 0.124

AdviserInfluenceBizOwnerH6 0.151 0.143

AdviserInfluenceAccountantH6 0.028 0.124

AdviserInfluenceLawyerH6 0.153 0.141

AdviserInfluenceBizCoachH6 0.233* 0.136

AdviserInfluenceExitPlanH6 0.300*** 0.113

AdviserInfluenceBrokerH6 0.128 0.152

AdviserInfluenceFinplannerH6 -0.057 0.167

AdviserInfluenceFamilyFriendH6 -0.134 0.151

[Industry_1=Fin ser] -0.526*** -0.302 0.442 -0.376 0.437 -0.383 0.441 -0.449 0.443 -0.279 0.455

[Industry_1=Otr ser] -0.409*** -0.529 0.359 -0.512 0.364 -0.462 0.362 -0.675 0.37 -0.397 0.386

[Industry_1=Pro ser]

Model 
2
=23.391, df=5, p=0.000 

2
=3.395, df=5, p=0.639 

2
=2.652, df=5, p=0.754 

2
=7.953, df=8, p=0.438 

2
=5.839, df=8, p=0.665 

2
=22.711, df=13, p=0.045

Pearson Goodness-of-fit 
2
=138.051, df=131, p=0.32 

2
=54.978, df=71, p=0.92 

2
=157.519, df=143, p=0.192 

2
=548.916, df=536, p=0.34 

2
=361.323, df=352, p=0.354 

2
=529.431, df=515, p=0.321

R
2 (Cox and Snel l ) 0.157 0.024 0.019 0.056 0.042 0.156

Test of Parallel Lines 
2
=17.612, df=15, p=0.284 

2
=9.732, df=15, p=0.836 

2
=11.606, df=15, p=0.709 

2
=16.487, df=24, p=0.870 

2
=21.215, df=24, p=0.626 

2
=43.334, df=39, p=0.292

AdviserAwareness  Time Financial Reward  FamilySize
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Table 11 provides results based on Employee Share Ownership Plans as an exit 

option. The ordinal logistic model analyses the effect of independent variables in 

relation to the hypotheses developed in Chapter 2. The result shows a positive and 

significant (1% level) relationship between awareness (H1) and the likelihood of 

selecting ESOP as an exit option. Similarly, a positive and significant (5% level) result 

for Fin2 is also reported. In addition, the impact of exit planning advisers has a positive 

and statistically significant relationship with the likelihood of ESOP as an exit option. 

Finally, there is also some evidence of a positive impact of business coach on ESOP 

adoption since the coefficient of 0.233 is statistically significant at the 1% level. These 

results provide support for the hypothesis that there is a positive relationship between 

awareness of an exit option and its adoption (H1) as well as the positive impact of 

financial reward on exit option (H4).  

 

Overall, the model fits the data reasonably well in columns 1 and 2 with p-values >0.05. 

The test of parallel lines is satisfied as evidenced by p>0.05 across all models. 

Pearson’s goodness of fit suggests the test of good model fit cannot be rejected 

(p>0.05) in all instances. 

 

In terms of economic significance, the coefficient of awareness in column 1 suggests 

that, for every one-unit increase in awareness, there is a predicted increase of .599 in 

the long odds of a respondent opting for an ESOP as the exit choice. The odds ratio 

of 1.820 (exp 0.599) indicates that the odds of selecting an ESOP increases by 82% 

for every one-unit increase in awareness. Therefore, the predicted positive 

relationship between awareness of an exit option and its adoption and is supported as 

proposed by H1. 

 

For Fin_2, column 7, which measures the propensity to select an exit option based on 

a legacy stewardship basis, shows that there is a positive and significant impact on 

ESOP as an exit option. The result suggests that for every one-unit increase in Fin_2 

there is a predicted increase of 0.159 in the log odds of a respondent selecting ESOP 

as an exit strategy. The odds ratio of 1.172 (exp 0.159) indicates that the odds of 

selecting ESOP as exit option increases by 17.2% for every one-unit increase in Fin_2. 

H4 predicted a positive relationship between financial reward and choice of exit option. 

This result indicates that ESOP as an exit option provides a legacy stewardship result, 
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and that for those respondents, financial reward is not an important predictor of exit 

choice. 

 

The influence of exit planning advisers measured by AdviserInfluenceExitPlan 

suggests there is a positive and significant correlation between advisers’ influence and 

ESOP adoption. The evidence from Table 11, column 1 indicates that for every one-

unit increase in AdviserInfluenceExitPlan there is a predicted increase of 0.300 in the 

log odds of a respondent selecting an ESOP as the exit option. The odds ratio of 1.349 

(exp 0.300) translates to an increase by 34.9% in the likelihood of ESOP adoption for 

every one-unit increase in AdviserInfluenceExitPlan. 

 

This result tends to support H6, which predicted a positive relationship between the 

involvement of experienced advisers and the adoption of ESOP as an exit, though no 

other advisers’ influences were significant (see below re Business Coaches). The use 

of an experienced exit planner to assist with implementation of the choice of exit via 

an ESOP is consistent with the technically complicated ESOP option. 

 

The influence of business coaches also appears to be important. This is evidenced by 

a predicted increase of 0.233 in the log odds of a respondent selecting an ESOP as 

the exit option for every unit increase in AdviserInfluenceBizCoach. The odds ratio of 

1.262 (exp 0.233) indicates that the odds of selecting ESOP as an exit option increase 

by 26.2% for every one-unit increase in AdviserInfluenceBizCoach. 

 

For the industry effect, responses are grouped into three categories. Fin ser is a 

variable representing businesses from the financial services industry. Pro ser denotes 

professional services and Otr stands for other services not categorised as Fin or Pro. 

In the logistical model, Pro ser is used as the reference group, so the coefficient 

becomes redundant. This means the coefficient estimated for Fin and Otr should be 

interpreted relative to Pro ser. For example, the coefficient for Fin is -0.526 and is 

significant at a 1% level or exp (-0.526) =0.590. This means compared with Pro ser, 

Fin ser is 41% (1–0.59) less likely to select a higher value on the Likert scale. The 

coefficient for Otr is -0.409 and is significant at a 1% level or exp (-0.409) =0.664. This 

means that, compared with Pro ser, Otr ser is 33.6% times less likely to select a higher 

value on the Likert scale.
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Table 12 Exit Option – Private Equity/Venture Capital 

 

  

 1 2 3 4 5 6 7 8 9 10 11 12

Threshold Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

[Opt_ExitSelectPEVC = 1.00] 1.730** 0.796 0.382 0.735 -1.779** 0.847 3.776*** 1.406 0.795 0.819 1.109 0.942

[Opt_ExitSelectPEVC = 2.00] 2.607*** 0.809 1.213 0.739 -0.929 0.839 4.680*** 1.422 1.669** 0.826 2.020** 0.949

[Opt_ExitSelectPEVC = 3.00] 3.487*** 0.832 2.025*** 0.752 -0.09 0.835 5.565*** 1.444 2.487*** 0.839 2.892*** 0.965

[Opt_ExitSelectPEVC = 4.00] 4.955*** 0.88 3.358*** 0.784 1.306 0.841 7.005*** 1.485 3.900*** 0.875 4.308*** 1.003

Gender 0.874 0.614 0.791 0.613 1.043* 0.616 0.815 0.621 1.248* 0.643 1.181* 0.646

Ownership 0.248 0.345 0.275 0.35 0.077 0.341 0.391 0.35 0.245 0.354 0.073 0.459

Aware_ExitoptionsPEVCH1 0.596*** 0.134

FTE_scale 0.38 0.236

Time_ExitplantimingH3 -0.472*** 0.15

Fin_1 0.113** 0.056

Fin_2 -0.055 0.076

Ris_1 0.153*** 0.049

Ris_2 -0.128 0.082

Fam_ExitdiscussfamilylH5 -0.126 0.165

Fam_ExitconsiderfamilyInplH5 0.153 0.205

Fam_ExitchangefamilyInflH5 0.392 0.282

Fam_ExitmakefamilyInflH5 0.023 0.248

AdviserInfluencePartnerH6 -0.076 0.123

AdviserInfluenceBizOwnerH6 0.236* 0.143

AdviserInfluenceAccountantH6 -0.179 0.125

AdviserInfluenceLawyerH6 0.156 0.141

AdviserInfluenceBizCoachH6 0.059 0.135

AdviserInfluenceExitPlanH6 0.103 0.111

AdviserInfluenceBrokerH6 0.284* 0.154

AdviserInfluenceFinplannerH6 -0.167 0.167

AdviserInfluenceFamilyFriendH6 0.129 0.15

[Industry_1=Fin ser] -0.300*** -0.049 0.442 -0.074 0.438 -0.285 0.444 -0.129 0.443 -0.227 0.455

[Industry_1=Otr ser] 0.704*** 0.691 0.361 0.509 0.366 0.948 0.372 0.684 0.371 0.675* 0.387

[Industry_1=Pro ser]

Model 
2
=27.501, df=5, p=0.000 

2
=10.009, df=5, p=0.075 

2
=17.488, df=5, p=0.004 

2
=26.581, df=8, p=0.001 

2
=15.910, df=8, p=0.044 

2
=221.236, df=13, p=0.068

Pearson Goodness-of-fit 
2
=156.082, df=139, p=0.153 

2
=54.809, df=71, p=0.922 

2
=138.949, df=143, p=0.58 

2
=561.522, df=536, p=0.215 

2
=373.323, df=352, p=0.208 

2
=528.371, df=515, p=0.332

R
2 (Cox and Snel l ) 0.181 0.07 0.119 0.175 0.111 0.147

Test of Parallel Lines 
2
=33.698, df=15, p=0.004 

2
=13.376, df=15, p=0.573 

2
=13.846, df=15, p=0.537 

2
=50.468, df=24, p=0.001 

2
=23.195, df=24, p=0.508 

2
=44.037, df=39, p=0.267

AdviserAwareness Size  Time Financial Reward  Family
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 The results in Table 12 focus on the choice of Private Equity or Venture Capital as an 

exit option where the likelihood of exit option is measured by the dependent variable 

using the Likert scale. Overall, the ordinal logistic model shows a positive and 

significant (at the 1% level) result for awareness (H1) and for Fin1 (at the 5% level). In 

contrast with the result reported in Table 11, the variable Ris_1 which measures risk 

appetite (H4) is also statistically significant at the 1% level. In addition, a positive and 

statistically significant result for the influence of a broker and other business owners 

also shows a marginal impact on the likelihood of exit adoption (10% significance 

level). The time required to implement an exit option, measured by time-exitplanning 

(H3), has a significant and negative impact on the likelihood of exit choice. 

 

The assumption of parallel lines is met in most instances, with the exception of the 

results reported in columns 1 and 7 (p=0.004). Pearson’s goodness of fit cannot be 

rejected across all models, suggesting good model fit. 

 

In column 1 of Table 12, the variable Aware_ExitoptionsPEVCH1 that measures 

awareness of Private Equity and Venture Capital as exit options shows a positive and 

significant correlation with the dependent variable. The coefficient on awareness 

indicates that for every one-unit increase in awareness there is a predicted increase 

of .596 in the log odds of a respondent opting for Private Equity and Venture Capital 

as the exit choice. The odds ratio of 1.814 (exp 0.596) suggests that the odds of 

selecting private equity or venture capital increases by 81.4% for every one-unit 

increase in awareness. Thus, the statistical evidence supports the hypothesis that a 

positive relationship between awareness and selection of an exit option is defined by 

private equity or venture capital. 

 

Fin1 measures the likelihood of choosing an exit option that is more aligned with 

financial reward has a positive and significant correlation with likelihood of making an 

exit selection. For every one-unit increase in Fin1 there is a predicted increase of .113 

in the log odds of a respondent opting for Private Equity and Venture Capital as the 

exit choice. The odds ratio of 1.119 (exp 0.113) indicates that the odds of selecting 

private equity or venture capital increases by 11.9% for every one-unit increase in 

Fin1. The predicted positive relationship between financial reward and selection of an 

exit option is therefore supported. 
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Ris1, in column 7 of Table 12, which measures the likelihood of choosing an exit option 

that is more risky (higher order exit options are riskier though do generally provide a 

higher value exit), has a positive and significant coefficient of 0.153. This suggests 

that the odds ratio of 1.165 (exp 0.153) and thus the odds of selecting private equity 

or venture capital increases by 16.5% for every one-unit increase in Ris1. This 

empirical evidence supports the hypothesis that a positive relationship exists between 

financial reward and selection of an exit option. 

 

Adviser InfluenceBizOwnerH6 measures the influence of another business owner over 

the choice of exit option exhibits a marginally significant coefficient of 0.236. This 

translates to an odds ratio of 1.266 (exp 0.236), suggesting that the odds of selecting 

private equity or venture capital is expected to increase by 26.6% for every one-unit 

increase in Adviser InfluenceBizOwnerH6 on the Likert scale. 

 

Similarly, Adviser InfluenceBrokerH6, which measures the likely influence of a 

business broker over the choice of exit option, also has a positive and significant 

coefficient of 0.284 which is marginally significant at the 10% level. This suggests an 

odds ratio of 1.328 (exp 0.284), thus the likelihood of selecting private equity or venture 

capital increases by 32.8% for every one-unit increase in Adviser InfluenceBrokerH6. 

Taken together, the results for the hypothesis of a positive relationship between 

adviser involvement and selection of an exit option appears to be supported in Table 

12. 

 

The test of time impact on the dependent variable in column 5 has a negative 

coefficient of -0.472 which is statistically significant at the 1% level. This result 

suggests an odds ratio of 0.6237 (exp-0.472) and therefore the odds of selecting 

private equity or venture capital decreases by 37.6% (1-0.6237) for every one-unit 

increase in Time_ExitplanH3. In conclusion, the proposed negative relationship 

between the length of time required to implement and select an exit option under H3 

is therefore supported. 

 

Other variables also show marginally significant coefficients. They include gender 

(1.043), family (1.248) and adviser (1.181) which are significant at the 10% level. 
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However, the sample was made up of 91.8% male respondents (see Table 7and so 

the result should be interpreted with caution. 

 

For the industry effect, responses are grouped into three categories, similar to those 

presented in Table 11. The coefficient reported for Fin is -0.300, in column 1, and is 

significant at the 1% level with odds ratio of 0.740 exp (-0.300). This means that 

compared with Pro ser, Fin ser is 26% less likely to select a higher value on the Likert 

scale. The coefficient for Otr ser is -0.704 and is significant at a 1% level or exp (0.704) 

=2.021. Thus, compared with Pro ser, Otr ser is 102% times more likely to select a 

higher value on the Likert scale. 
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Table 13 Exit Option – Strategic Sale 

 

1  2 3 4 5 6 7 8 9 10 11 12

Threshold Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

[Opt_ExitSelectStrategiclisted = 1.00]2.393*** 0.818 0.506 0.737 -1.472* 0.845 3.651** 1.413 0.595 0.815 1.004 0.943

[Opt_ExitSelectStrategiclisted = 2.00]3.126*** 0.833 1.133 0.739 -0.824 0.839 4.315*** 1.423 1.239 0.818 1.672* 0.946

[Opt_ExitSelectStrategiclisted = 3.00]4.043*** 0.86 1.867** 0.75 -0.067 0.836 5.121*** 1.441 1.957** 0.827 2.462** 0.958

[Opt_ExitSelectStrategiclisted = 4.00]5.500*** 0.91 3.047*** 0.777 1.147 0.841 6.387*** 1.476 3.132*** 0.852 3.654*** 0.985

Gender 0.643 0.636 0.769 0.613 0.962 0.615 0.753 0.617 1.123* 0.637 0.95 0.64

Ownership 0.496 0.358 0.436 0.354 0.252 0.345 0.543 0.354 0.388 0.357 0.285 0.464

Aware_ExitoptionsStrategiclistedH10.855*** 0.14

FTE_scale 0.345 0.237

Time_ExitplantimingH3 -0.424*** 0.15

Fin_1 0.084 0.056

Fin_2 -0.013 0.077

Ris_1 0.148*** 0.05

Ris_2 -0.132 0.083

Fam_ExitdiscussfamilylH5 -0.099 0.165

Fam_ExitconsiderfamilyInplH5 0.147 0.205

Fam_ExitchangefamilyInflH5 0.301 0.285

Fam_ExitmakefamilyInflH5 -0.123 0.251

AdviserInfluencePartnerH6 -0.136 0.125

AdviserInfluenceBizOwnerH6 0.336** 0.145

AdviserInfluenceAccountantH6 -0.029 0.124

AdviserInfluenceLawyerH6 0.127 0.142

AdviserInfluenceBizCoachH6 0.128 0.136

AdviserInfluenceExitPlanH6 0.076 0.112

AdviserInfluenceBrokerH6 0.054 0.153

AdviserInfluenceFinplannerH6 -0.147 0.168

AdviserInfluenceFamilyFriendH6 -0.089 0.152

[Industry_1=Fin ser] -0.220*** 0.137 0.443 0.089 0.438 -0.085 0.443 0.03 0.442 0.08 0.454

[Industry_1=Otr ser] 0.943*** 1.005 0.367 0.845 0.371 1.148 0.376 0.974 0.375 1.188*** 0.397

[Industry_1=Pro ser]

Model 
2
=50.198, df=5, p=0.000 

2
=12.695, df=5, p=0.026 

2
=18.687, df=5, p=0.002 

2
=25.296, df=8, p=0.001 

2
=14.135, df=8, p=0.078 

2
=19.851, df=13, p=0.099

Pearson Goodness-of-fit 
2
=139.675, df=139, p=0.468 

2
=55.28, df=71, p=0.915 

2
=139.977, df=143, p=0.556 

2
=543.652, df=536, p=0.4 

2
=352.731, df=352, p=0.479 

2
=536.748, df=515, p=0.245

R
2 (Cox and Snel l ) 0.305 0.088 0.127 0.167 0.099 0.138

Test of Parallel Lines 
2
=20.308, df=15, p=0.160 

2
=19.877, df=15, p=0.177 

2
=15.674, df=15, p=0.404 

2
=59.36, df=24, p=0.000 

2
=53.503, df=24, p=0.000 

2
=57.552, df=39, p=0.028

 Family AdviserAwareness Size  Time Financial Reward
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The results in Table 13 analyse the choice of Strategic Sale as an exit option and 

investigate the effect of the six independent variables in relation to the proposed six 

hypotheses. The model shows a positive and significant (1% level) coefficient for 

awareness (H1) and Ris_1 which measures risk appetite (H4). In addition, influence of 

other business owners also shows a significant result at the 5% level. A negative and 

significant (1% level) result for time-exitplanning (H3) is also reported.  

 

In terms of model fit, the reported p-values are <0.05, suggesting the models provide 

significant improvement over the baseline intercept only model. The Pearson’s 

goodness of fit shows p-values of >0.05 and thus the null hypothesis of good model fit 

cannot be rejected. The test of parallel lines assumption shows that the underlying 

proportional odds assumption is met, except for the results presented in columns 7, 9 

and 11. 

 

Aware_ExitoptionsStrategicListed1 measures the awareness of Strategic Sale as an 

exit option and has a positive and significant correlation. Thus, for every one-unit 

increase in awareness there is a predicted increase of .855 in the log odds of a 

respondent opting for Strategic Sale as the exit choice. This suggests an odds ratio of 

2.351 (exp 0.855), indicating that the odds of selecting Strategic Sale increases by 

2.35 times for every one-unit increase in awareness, holding all other variables 

constant. A positive relationship between awareness and selection of an exit option is 

therefore supported in Table 13. 

 

Ris1 is the variable that measures the likelihood of choosing an exit option that is more 

risky (higher order exit options are riskier but generally produce higher financial 

returns) and has a positive and significant coefficient. For every one-unit increase in 

Ris1 there is a predicted increase of .148 in the log odds of a respondent opting for 

Strategic Sale as the exit choice. The odds ratio of 1.159 (exp 0.148) indicates that 

the odds of selecting Strategic Sale increases by 15.9% for every one-unit increase in 

Ris1, holding other variables constant. This provides evidence of a positive 

relationship between financial reward and selection of an exit option and thus 

Hypothesis 4 supported. 
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The variable Adviser InfluenceBizOwnerH6 has a positive and significant coefficient 

of 0.336. Thus, for every one-unit increase in Adviser InfluenceBizOwnerH6 there is a 

predicted increase of .336 in the log odds of a respondent opting for Strategic Sale as 

the exit choice. The odds ratio of 1.399 (exp 0.336) indicates that the odds of selecting 

Strategic Sale increases by 39.9% (1.399 – 1) for every one-unit increase in Adviser 

InfluenceBizOwnerH6. This result demonstrates a positive relationship between 

adviser involvement and selection of an exit option and therefore Hypothesis 6 is 

supported. 

 

The results in Table 13 also illustrate the importance of time required to implement an 

exit plan in relation to exit choice adoption. The significant coefficient reported in 

column 5 shows that for every one-unit increase in Time_ExitplanH3 there is a 

predicted change of -.424 in the log odds of a respondent opting for Strategic Sale as 

the exit choice. The odds ratio of 0.6544 (exp-0.424) indicates that the odds of 

selecting Strategic Sale decreases by 34.6% (0.6544–1) for every one-unit increase 

in Time_ExitplanH3. This result supports a negative relationship between the length 

of time required to implement an exit plan and selection of an exit option. 

 

Similar to the results in Table 12, the variable Gender also returned positive results in 

column 9 with a 10% level of significance. The coefficient for Fin ser is -0.220 and is 

significant at a 1% level with an odds ratio of exp (-0.220) =0.802. This means that 

compared with Pro ser, Fin ser is 0.802 times less likely to select a higher value on 

the Likert scale. The coefficient for Otr ser is 0.943 in column 1 and is also significant 

at a 1% level with odds ratio of exp (0.943) =2.567. This means compared with Pro 

ser, Otr ser is 1.57 (2.567-1) times more likely to select a higher value on the Likert 

scale. 
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Table 14 Exit Option – Sale of Database 

 
 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[NOpt_ExiData_3cat = 1] 0.781 0.808 -1.501* 0.785 -0.79 0.879 0.841 1.507 -0.676 0.841 -0.194 1.012

[NOpt_ExiData_3cat = 2] 2.006** 0.824 -0.361 0.775 0.336 0.877 2.03 1.515 0.51 0.84 1.113 1.019

Gender -1.293** 0.644 -0.958 0.637 -1.111 0.632 -1.44 0.654 -1.018 0.656 -1.645** 0.699

Ownership -0.206 0.38 -0.197 0.38 -0.053 0.368 0.021 0.386 -0.023 0.656 -0.29 0.521

Aware_Data_3cat 0.982*** 0.252

FTE_scale -0.383 0.261

Time_ExitplantimingH3 0.044 0.156

Fin_1 0.115* 0.065

Fin_2 -0.103 0.083

Ris_1 0.053 0.052

Ris_2 -0.008 0.087

Fam_ExitdiscussfamilylH5 -0.185 0.18

Fam_ExitconsiderfamilyInplH5 0.185 0.222

Fam_ExitchangefamilyInflH5 0.277 0.299

Fam_ExitmakefamilyInflH5 -0.036 0.268

AdviserInfluencePartnerH6 -0.005 0.138

AdviserInfluenceBizOwnerH6 -0.047 0.159

AdviserInfluenceAccountantH6 -0.164 0.141

AdviserInfluenceLawyerH6 0.282* 0.156

AdviserInfluenceBizCoachH6 -0.093 0.153

AdviserInfluenceExitPlanH6 0.202* 0.123

AdviserInfluenceBrokerH6 -0.107 0.169

AdviserInfluenceFinplannerH6 0.338* 0.184

AdviserInfluenceFamilyFriendH6 0.384** 0.172

[Industry_1=Fin ser] 0.344 0.477 0.46 0.469 0.58 0.462 0.597 0.472 0.516 0.467 0.709 0.498

[Industry_1=Otr ser] 0.007 0.408 -0.287 0.391 -0.242 0.395 -0.144 0.402 -0.429 0.401 -0.407 0.436

[Industry_1=Pro ser]

Model 
2
=21.529, df=5, p=0.001 

2
=8.691, df=5, p=0.122 

2
=6.553, df=5, p=0.256 

2
=15.463, df=8, p=0.051 

2
=11.046, df=8, p=0.199 

2
=23.523, df=13, p=0.036

Pearson Goodness-of-fit 
2
=59.204, df=37, p=0.012 

2
=34.964, df=33, p=0.375 

2
=78.915, df=69, p=0.194 

2
=273.359, df=264, p=0.333 

2
=176.431, df=172, p=0.393 

2
=277.169, df=251, p=0.123

R
2 (Cox and Snel l ) 0.144 0.061 0.046 0.106 0.079 0.161

Test of Parallel Lines 
2
=6.951, df=5, p=0.224 

2
=5.185, df=5, p=0.394 

2
=12.583, df=5, p=0.028 

2
=9.963, df=8, p=0.268 

2
=8.685, df=8, p=0.370 

2
=14.531, df=13, p=0.338

AdviserAwareness Size Time Financial reward Family
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The model in Table 14 focuses on the choice of sale of a database or list as an exit 

option and analyses the effect of the variables in relation to the proposed hypothesis. 

There is a positive and significant (1% level) coefficient reported for awareness (H1) 

and influence of family (5% level). The model shows a positive and significant (10% 

level) result for influence of advisers lawyer, exit planner and financial planner (H6). 

 

Overall, the Pearson goodness of fit statistics shows p>0.05 in most instances, 

suggesting evidence the model fits the data sufficiently well. The test of parallel lines 

shows p-values>0.05 with the exception of the results reported in columns 1 and 2 for 

awareness and advisers’ influence. 

 

The result in columns 1 indicates that for every one-unit increase in awareness there 

is a predicted increase of .982 in the log odds of a respondent opting for sale of 

database or list as the exit choice. The odds ratio of 2.669 (exp 0.982) indicates that 

the odds of selecting sale of database increases by 2.669 times for every one-unit 

increase in awareness. The hypothesised positive relationship between awareness 

and selection of an exit option is therefore supported. 

 

The variable Fin1 measures the likelihood of choosing an exit option that is more 

focused on financial harvest and has a positive and significant correlation. For every 

one-unit increase in Fin1 there is a predicted increase of .115 in the log odds of a 

respondent opting for sale of database as the exit choice. The odds ratio of 1.121 (exp 

0.115) indicates that the odds of selecting sale of database increases by 12.1% for 

every one-unit increase in Fin1, holding other variables constant. Thus, there is 

evidence to support a positive relationship between financial reward and selection of 

an exit option, as per hypothesis H4. 

 

Adviser InfluenceLawyerH6 measures the likely influence of a lawyer over the choice 

of exit option and has a positive and significant correlation. This suggests for every 

one-unit increase in Adviser InfluenceLawyerH6 there is a predicted increase of .282 

in the log odds of a respondent opting for sale of database as the exit choice. The 

odds ratio of 1.325 (exp 0.282) indicates that the odds of selecting sale of database 

increases by 32.5% for every one-unit increase in Adviser InfluenceLawyerH6. 
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Adviser InfluenceExitPlH6 measures the likely influence of an exit planning adviser 

over the choice of exit option and has a positive and significant correlation. For every 

one-unit increase in Adviser InfluenceExitPlH6 there is a predicted increase of .202 in 

the log odds of a respondent opting for sale of database as the exit choice. The odds 

ratio of 1.223 (exp 0.202) indicates that the odds of selecting sale of database 

increases by 22.3% for every one-unit increase in Adviser InfluenceExitPlH6. 

 

Adviser InfluenceFinPlH6 measures the likely influence of a financial planner over the 

choice of exit option and has a positive and significant correlation. For every one-unit 

increase in Adviser InfluenceFinPlH6 there is a predicted increase of .338 in the log 

odds of a respondent opting for sale of database as the exit choice. The odds ratio of 

1.402 (exp 0.338) indicates that the odds of selecting sale of database increases by 

40.2% for every one-unit increase in Adviser InfluenceFinPlH6. 

 

H6 predicted a positive relationship between adviser involvement and selection of an 

exit option and is therefore supported by the results in Table 14. 

 

Adviser InfluenceFamily measures the likely influence of family members over the 

choice of exit option and has a positive and significant coefficient. For every one-unit 

increase in Adviser InfluenceFamily there is a predicted increase of .384 in the log 

odds of a respondent opting for sale of database as the exit choice. The odds ratio of 

1.468 (exp 0.384) indicates that the odds of selecting sale of database increases by 

46.8% for every one-unit increase in Adviser InfluenceFamily. The predicted positive 

relationship between the influence of family and friends and selection of an exit option 

is therefore supported.  
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Table 15 Exit Option – Partial Sale 

 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[Opt_ExiPsale_3cat = 1] 0.59 0.567 -0.719 0.517 -1.156* 0.636 1.123 1.298 -0.52 0.504 0.842 0.674

[Opt_ExiPsale_3cat = 2] 3.550*** 0.665 1.996*** 0.548 1.542** 0.644 3.927*** 1.347 2.286*** 0.55 3.910*** 0.77

Aware_Psale_3cat 0.814*** 0.229

FTE_scale 0.24 0.244

Time_ExitplantimingH3 -0.015 0.155

Fin_1 -0.004 0.06

Fin_2 0.006 0.082

Ris_1 0.096* 0.053

Ris_2 -0.043 0.088

Fam_ExitdiscussfamilylH5 0.051 0.177

Fam_ExitconsiderfamilyInplH5 0.101 0.222

Fam_ExitchangefamilyInflH5 0.113 0.292

Fam_ExitmakefamilyInflH5 0.02 0.264

AdviserInfluencePartnerH6 0.198* 0.111

AdviserInfluenceBizOwnerH6 0.461*** 0.162

AdviserInfluenceAccountantH6 -0.216 0.14

AdviserInfluenceLawyerH6 -0.146 0.156

AdviserInfluenceBizCoachH6 0.128 0.151

AdviserInfluenceExitPlanH6 0.057 0.124

AdviserInfluenceBrokerH6 0.045 0.168

AdviserInfluenceFinplannerH6 0.166 0.187

AdviserInfluenceFamilyFriendH6 0.046 0.16

[Industry_1=Fin ser] 0.501 0.491 0.713 0.484 0.684 0.48 0.594 0.485 0.814 0.491 0.699 0.509

[Industry_1=Otr ser] -0.015 0.405 -0.3 0.392 -0.299 0.397 -0.299 0.396 -0.326 0.403 -0.209 0.428

[Industry_1=Pro ser]

Model 
2
=18.175, df=3, p=0.000 

2
=5.961, df=3, p=0.114 

2
=4.946, df=3, p=0.176 

2
=11.593, df=6, p=0.072 

2
=8.176, df=6, p=0.225 

2
=25.687, df=11, p=0.007

Pearson Goodness-of-fit

R
2 (Cox and Snel l ) 0.124 0.042 0.035 0.081 0.058 0.173

Test of Parallel Lines


2
=265.946, df=253, p=0.276


2
=6.918, df=3, p=0.075 

2
=5.46, df=3, p=0.141 

2
=4.978, df=3, p=0.173 

2
=16.87, df=6,  p=0.010 

2
=7.708, df=6, p=0.260 

2
=12.446, df=11, p=0.331


2
=18.551, df=13, p=0.138 

2
=16.753, df=13, p=0.211 

2
=29.886, df=27, p=0.319 

2
=268.106, df=268, p=0.487 

2
=138.391, df=134, p=0.38

AdviserAwareness Size Time Financial reward Family
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The results for partial sale as an exit option are reported in Table 15. The model shows 

a positive and significant (1% level) result for awareness (H1). Similarly, a positive and 

statistically significant result is reported for influence of other business owners (H6) at 

the1% level. There is also a positive and significant (10% level) result for influence of 

business partner (H6) and the variable Ris_1 which reflects risk.  

 

Similar to the results previously reported in Table 12 and Table 11, model fit appears 

to be adequate, as evidenced by p>0.05 using the Pearson’s goodness of fit statistic. 

The test of parallel lines appears to be met in most instances. 

 

Following on from the results in the previous tables, Aware_ExitoptionsPSale_3cat 

measures the awareness of partial sale as an exit option and has a positive and 

significant coefficient. For every one-unit increase in awareness there is a predicted 

increase of .814 in the log odds of a respondent opting for partial sale as the exit 

choice. The odds ratio of 2.256 (exp 0.814) indicates that the odds of selecting partial 

sale increases by 2.256 times for every one-unit increase in awareness. H1 predicted 

a positive relationship between awareness and selection of an exit option and is 

therefore supported. 

 

Ris1, in Table 15, measures the likelihood of choosing an exit option that is more risky 

(higher order exit options are riskier but generally produce higher financial returns). 

For every one-unit increase in Ris1 there is a predicted increase of .096 in the log 

odds of a respondent opting for partial sale as the exit choice. The odds ratio of 1.100 

(exp 0.096) indicates that the odds of selecting partial sale increases by 10% for every 

one-unit increase in Ris1. This evidence tends to support a positive relationship 

between financial reward and selection of an exit option. 

 

Adviser InfluencePartnerH6 measures the likely influence of a business partner over 

the choice of exit option and has a positive and significant coefficient of 0.198. For 

every one-unit increase in Adviser InfluencePartnerH6 there is a predicted increase of 

.198 in the log odds of a respondent opting for partial sale as the exit choice. The odds 

ratio of 1.218 (exp 0.198) indicates that the odds of selecting partial sale increases by 

21.8% for every one-unit increase in Adviser InfluencePartnerH6. 
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Adviser InfluenceBizOwnerH6 measures the likely influence of another business 

owner over the choice of exit option and has a positive and significant correlation. For 

every one-unit increase in Adviser InfluenceBizOwnerH6 there is a predicted increase 

of .461 in the log odds of a respondent opting for partial sale as the exit choice. The 

odds ratio of 1.585 (exp 0.461) indicates that the odds of selecting partial sale 

increases by 58.5% for every one-unit increase in Adviser InfluenceBizOwnerH6. The 

predicted positive relationship between adviser involvement and selection of an exit 

option is therefore supported by the results shown in Table 15.
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Table 16 Exit option – Family 

 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[Opt_ExitSelectFamily = 1.00] 3.524*** 1.024 0.786 0.862 1.703* 0.961 5.112*** 1.746 2.227** 0.979 2.144* 1.178

[Opt_ExitSelectFamily = 2.00] 5.019*** 1.082 2.206** 0.886 3.099*** 0.992 6.538*** 1.786 3.675*** 1.018 3.719*** 1.214

[Opt_ExitSelectFamily = 3.00] 6.229*** 1.152 3.370*** 0.945 4.256*** 1.048 7.743*** 1.829 4.798*** 1.075 4.867*** 1.263

Gender 0.174 0.711 0.266 0.691 0.043 0.677 0.12 0.692 0.286 0.722 -0.626 0.763

Ownership 0.773* 0.408 0.467 0.409 0.682 0.398 0.918 0.417 0.765 0.722 0.27 0.549

Aware_ExitoptionsFamilyH1 0.504*** 0.155

FTE_scale -0.609* 0.312

Time_ExitplantimingH3 0.022 0.173

Fin_1 0.059 0.069

Fin_2 0.134 0.091

Ris_1 0.07 0.055

Ris_2 -0.032 0.091

Fam_ExitdiscussfamilylH5 -0.018 0.203

Fam_ExitconsiderfamilyInplH5 -0.259 0.255

Fam_ExitchangefamilyInflH5 0.421 0.313

Fam_ExitmakefamilyInflH5 0.242 0.278

AdviserInfluencePartnerH6 0.086 0.153

AdviserInfluenceBizOwnerH6 -0.334* 0.189

AdviserInfluenceAccountantH6 0.153 0.163

AdviserInfluenceLawyerH6 0.081 0.177

AdviserInfluenceBizCoachH6 0.017 0.169

AdviserInfluenceExitPlanH6 0.058 0.141

AdviserInfluenceBrokerH6 0.171 0.188

AdviserInfluenceFinplannerH6 -0.18 0.199

AdviserInfluenceFamilyFriendH6 0.666*** 0.192

[Industry_1=Fin ser] -0.383 0.649 -0.413 0.645 -0.231 0.634 -0.408 0.646 -0.348 0.645 -0.711 0.742

[Industry_1=Otr ser] 1.704*** 0.5 1.330*** 0.466 1.339 0.467 1.492 0.475 1.286 0.475 0.993* 0.511

[Industry_1=Pro ser]

Model

Pearson Goodness-of-fit

R
2 (Cox and Snel l ) 0.182 0.137 0.112 0.144 0.134 0.238

Test of Parallel Lines


2
=21.493, df=8, p=0.006 

2
=19.360, df=8, p=0.013 

2
=36.414, df=13, p=0.001


2
=5.776, df=10, p=0.834 

2
=13.009, df=10, p=0.223 

2
=16.2, df=10, p=0.094 

2
=13.445, df=16, p=0.640 

2
=19.882, df=16, p=0.226 

2
=11.723, df=26, p=0.993


2
=107.477, df=94, p=0.162 

2
=53.189, df=52, p=0.428 

2
=114.33, df=106, p=0.273 

2
=365.678, df=400, p=0.89 

2
=251.599, df=262, p=0.667 

2
=497.701, df=383, p=0.00


2
=26.874, df=5, p=0.000 

2
=20.403, df=5, p=0.001 

2
=16.357, df=5, p=0.006

AdviserAwareness Size Time Financial reward Family
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The results displayed in Table 16 focus on the choice of passing the business to family 

as an exit option and analyse the effect of variables measuring aspects of the 

proposed hypotheses. The model shows a positive and significant (1% level) result for 

awareness (H1) and for influence of family (H6) at the1% level. The model also shows 

a negative and significant (10% level) result for influence of other business owners 

(H6). Similarly, there is a negative and significant (10% level) result for FTE_scale, 

which reflects size of the business based on Full Time Equivalent employees.  

 

The Pearson goodness of fit statistic indicates a good model fit in most instances. 

The test of parallel lines does not appear to violate the proportional odds assumption 

at the 5% level of statistical significance. 

 

The variable Aware_ExitoptionsFamily measures the awareness of family as an exit 

option and has a positive and significant coefficient of 0.504. This suggests an odds 

ratio of 1.655 (exp 0.504) and therefore the odds of selecting family increases by 1.655 

times for every one-unit increase in awareness, holding other variables unchanged. 

Thus, a positive relationship between awareness and selection of an exit option is 

supported. 

 

FTE-scale measures the size of the business based on Full Time Equivalent 

employees. For every one-unit increase in FTE-Scale there is a predicted decrease of 

.609 in the log odds of a respondent opting for family as the exit choice. The odds ratio 

of 0.543 (exp -0.609) indicates that the odds of selecting family decreases by 45.7% 

(0.543-1) for every one-unit increase in FTE-Scale. H2 predicted exit choice is 

determined by its perceived relevance to an organisational size (some exit options are 

only relevant to larger corporations). In this case, the option of selecting family as an 

exit choice is not viable for larger businesses. This result demonstrates a negative 

relationship between size and selection of family as an exit option and is therefore 

supported at the 10% level of statistical significance. 

 

For the variable defined by Adviser InfluenceFamilyFriendsH6, there is a predicted 

increase of .666 in the log odds of a respondent opting for family as the exit choice. 

The odds ratio of 1.946 (exp 0.666) indicates that the odds of selecting family 

increases by 94.6% for every one-unit increase in Adviser InfluenceFamilyFriendsH6. 
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Adviser InfluenceBizOwnerH6 measures the likely influence of another business 

owner over the choice of exit option and has a negative and significant correlation. For 

every one-unit increase in Adviser InfluenceBizOwnerH6 there is a predicted decrease 

of .334 in the log odds of a respondent opting for family as the exit choice. The odds 

ratio of 0.716 (exp -0.334) indicates that the odds of selecting family decreases by 

71.6% for every one-unit increase in Adviser InfluenceBizOwnerH6. This negative 

correlation would indicate that other business owners do not recommend selecting 

passing the business on to family as an exit option. Thus, a positive relationship 

between adviser involvement and selection of an exit option is therefore supported at 

the 10% level of significance. 

 

For the industry effect, the coefficient for Otr ser is 1.704 and is significant at a 1% 

level or exp (1.704) =5.495. This result is similar to those reported previously. 
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Table 17 Exit Option – IPO 

 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[Opt_ExiIPO_4cat = 2] 2.955*** 0.975 1.904** 0.946 0.997 1.032 6.965*** 1.784 1.186 1.033 2.287** 1.166

[Opt_ExiIPO_4cat = 3] 4.022*** 1.004 2.913*** 0.963 2.001* 1.042 8.069*** 1.819 2.219 1.045 3.356*** 1.186

Gender 0.618 0.839 0.931 0.829 1.101 0.83 1.026 0.853 0.843 0.851 1.038 0.855

Ownership -0.324 0.408 -0.241 0.401 -0.37 0.388 -0.038 0.41 -0.368 0.851 -0.316 0.532

Aware_IPO_4cat 0.719*** 0.185

FTE_scale 0.291 0.256

Time_ExitplantimingH3 -0.148 0.161

Fin_1 0.140** 0.07

Fin_2 0.094 0.086

Ris_1 0.120** 0.054

Ris_2 -0.038 0.089

Fam_ExitdiscussfamilylH5 -0.362* 0.196

Fam_ExitconsiderfamilyInplH5 0.386 0.238

Fam_ExitchangefamilyInflH5 -0.191 0.308

Fam_ExitmakefamilyInflH5 0.175 0.271

AdviserInfluencePartnerH6 -0.15 0.144

AdviserInfluenceBizOwnerH6 0.131 0.167

AdviserInfluenceAccountantH6 -0.117 0.143

AdviserInfluenceLawyerH6 0.430*** 0.159

AdviserInfluenceBizCoachH6 0.147 0.148

AdviserInfluenceExitPlanH6 0.071 0.124

AdviserInfluenceBrokerH6 0.031 0.17

AdviserInfluenceFinplannerH6 -0.12 0.189

AdviserInfluenceFamilyFriendH6 0.015 0.168

[Industry_1=Fin ser] -0.06 0.524 0.119 0.505 0.016 0.498 -0.126 0.518 0.005 0.51 0.18 0.52

[Industry_1=Otr ser] 0.644 0.426 0.464 0.408 0.385 0.411 0.64 0.433 0.355 0.422 0.478 0.44

[Industry_1=Pro ser]

Model 
2
=21.188, df=5, p=0.001 

2
=6.147, df=5, p=0.292 

2
=5.667, df=5, p=0.338 

2
=21.860, df=8, p=0.005 

2
=8.957, df=8, p=0.346 

2
=15.335, df=13, p=0.287

Pearson Goodness-of-fit 
2
=58.909, df=51, p=0.209 

2
=37.914, df=33, p=0.255 

2
=75.847, df=69, p=0.267 

2
=273.103, df=264, p=0.337 

2
=183.007, df=172, p=0.269 

2
=268.58, df=251, p=0.213

R
2
 (Cox and Snel l ) 0.143 0.043 0.041 0.146 0.064 0.108

Test of Parallel Lines 
2
=3.615, df=5, p=0.606 

2
=5.012, df=5,p=0.414 

2
=3.289, df=5, p=0.655 

2
=7.118, df=8,  p=0.524 

2
=4.734, df=8, p=0.786 

2
=10.104, df=13, p=0.685

AdviserAwareness Size Time Financial reward Family
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Table 17 indicates the results of the survey when respondents consider the use of IPO 

as an exit option and analyses the effect of variables measuring aspects of each 

hypothesis. The result shows a positive and significant (1% level) result for awareness 

(H1) and for influence of lawyers (H6) at the1% level. Additionally, a positive and 

significant result is also reported (5% level) for both Ris_1, which reflects risk, and 

Fin_1, which measures the tendency towards financial harvest exit strategies.  

 

Overall model fit appears adequate as indicated by the Pearson’s goodness of fit 

statistic. The assumption of proportional odds is met across all models reported in 

Table 17. 

 

Aware_ExitoptionsIPO_4cat measures the awareness of IPO as an exit option and 

has a positive and significant coefficient and suggests that for every one-unit increase 

in awareness there is a predicted increase of .719 in the log odds of a respondent 

opting for IPO as the exit choice. The odds ratio of 2.052 (exp 0.719) indicates that 

the odds of selecting IPO increases by 2.052 times for every one-unit increase in 

awareness. This evidence confirms a positive relationship between awareness and 

selection of an exit option and H1 is therefore supported. 

 

The coefficient on the variable Ris1 suggests that for every one-unit increase in Ris1 

there is a predicted increase of .120 in the log odds of a respondent opting for IPO as 

the exit choice. The odds ratio of 1.127 (exp 0.120) indicates that the odds of selecting 

IPO increases by 12.7% for every one-unit increase in Ris1. Similarly, Fin_1 that 

measures the likelihood of choosing an exit option exit option that is more focused on 

financial harvest indicates that for every one-unit increase in Fin_1, there is a predicted 

increase of .140 in the log odds of a respondent opting for IPO as the exit choice. 

Thus, odds ratio of 1.150 (exp 0.140) indicates that the odds of selecting IPO 

increases by 15% for every one-unit increase in Fin_1. H4 predicted a positive 

relationship between financial reward and selection of an exit option and is therefore 

supported. 

 

Table 17 also reveals that for every one-unit increase in Adviser InfluenceLawyerH6 

there is a predicted increase of .430 in the log odds of a respondent opting for IPO as 

the exit choice. The odds ratio of 1.537 (exp 0.430) indicates that the odds of selecting 
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IPO increases by 53.7% for every one-unit increase in Adviser InfluenceLawyerH6. 

Thus, there is strong evidence to support the predicted positive relationship between 

adviser involvement and selection of an exit option. 

 

Fam_ExitdiscussfamilyH5 measures the family involvement and acceptance of an exit 

option through family discussion and has a negative and significant coefficient in 

column 9. For every one-unit increase in Fam_ExitdiscussfamilyH5 there is a predicted 

decrease of .362 in the log odds of a respondent opting for IPO as the exit choice. 

This indicates that the odds of selecting IPO decreases by 30.4% for every one-unit 

increase in Fam_ExitdiscussfamilyH5. This negative correlation would indicate that 

family members do not support the use of an IPO as an exit option. 
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Table 18 Exit Option – Trade Sale 

 

 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[Opt_ExitSelectTradeSale = 1.00] 0.445 0.802 -2.169*** 0.772 -3.728*** 0.864 -0.499 1.492 -1.967** 0.825 -1.451 0.993

[Opt_ExitSelectTradeSale = 2.00] 1.283 0.822 -1.481* 0.763 -3.032*** 0.869 0.213 1.498 -1.263 0.83 -0.755 1.005

[Opt_ExitSelectTradeSale = 3.00] 2.205** 0.833 -0.672 0.766 -2.206** 1.014 1.053 1.594 -0.46 0.984 0.135 1.014

[Opt_ExitSelectTradeSale = 4.00] 4.227*** 0.991 1.045 0.926 -0.429 0.617 2.825** 0.635 1.343 0.639 1.968** 1.231

Gender -1.170* 0.636 -0.935 0.622 -0.922 0.363 -1.066 0.379 -0.976 0.38 -0.618 0.669

Ownership 0.546 0.376 0.452 0.374 0.373 0.35 0.57 0.358 0.343 0.463 0.379 0.509

Aware_ExitoptionsTradeSaleH1 0.828*** 0.143

FTE_scale 0.113 0.26

Time_ExitplantimingH3 -0.367** 0.155

Fin_1 0.088 0.056

Fin_2 -0.051 0.077

Ris_1 0.053 0.049

Ris_2 -0.025 0.082

Fam_ExitdiscussfamilylH5 0.04 0.166

Fam_ExitconsiderfamilyInplH5 -0.08 0.208

Fam_ExitchangefamilyInflH5 -0.025 0.286

Fam_ExitmakefamilyInflH5 0.343 0.257

AdviserInfluencePartnerH6 -0.031 0.125

AdviserInfluenceBizOwnerH6 0.138 0.145

AdviserInfluenceAccountantH6 -0.139 0.127

AdviserInfluenceLawyerH6 -0.003 0.143

AdviserInfluenceBizCoachH6 -0.092 0.137

AdviserInfluenceExitPlanH6 0.112 0.114

AdviserInfluenceBrokerH6 0.304* 0.16

AdviserInfluenceFinplannerH6 0.033 0.171

AdviserInfluenceFamilyFriendH6 0.095 0.153

[Industry_1=Fin ser] 0.048 0.473 0.349 0.464 0.381 0.393 0.334 0.398 0.392 0.448 0.246 0.46

[Industry_1=Otr ser] 1.198*** 0.41 0.822** 0.388 0.640* 0.373 1.001*** 0.376 0.894** 0.379 0.783** 0.395

[Industry_1=Pro ser]

Model 
2
=43.022, df=5, p=0.000 

2
=9.542, df=5, p=0.089 

2
=15.275, df=5, p=0.009 

2
=15.845, df=8, p=0.045 

2
=13.407, df=8, p=0.099 

2
=19.624, df=13, p=0.105

Pearson Goodness-of-fit 
2
=82.494, df=123, p=0.998 

2
=66.725, df=71, p=0.622 

2
=127.575, df=143, p=0.818 

2
=537.875, df=536, p=0.469 

2
=327.189, df=352, p=0.825 

2
=489.742, df=515, p=0.782

R
2
 (Cox and Snel l ) 0.269 0.067 0.105 0.108 0.095 0.136

Test of Parallel Lines 
2
=21.051, df=15, p=0.135 

2
=14.323, df=15, p=0.501 

2
=13.707, df=15, p=0.548 

2
=34.487, df=24, p=0.076 

2
=35.025, df=24, p=0.068 

2
=90.186, df=39, p=0.000

FamilyAwareness Size Time Financial reward Adviser
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The model in Table 18 focuses on the choice of Trade Sale as an exit option and 

analyses the effect of the selected variables in relation to the six hypotheses. The 

model shows a positive and significant (5% level) result for awareness (H1), while a 

negative and significant (5% level) coefficient is reported for Time_Exit Plan (H3). The 

model also shows a positive and significant (10% level) result for 

AdviserInfluenceBrokerH6, which measures the influence of a business broker on exit 

choice of Trade Sale.  

 

Aware_ExitoptionsTradeSale measures the awareness of trade sale as an exit option 

and has a positive and significant coefficient indicating the odds ratio of 2.288 (exp 

0.828). This indicates that the odds of selecting trade sale increases by 2.288 times 

for every one-unit increase in awareness. This confirms a positive relationship 

between awareness and selection of an exit option under H1. 

 

Time_ExitplantimingH3 measures the time required to implement various exit options. 

In column 5 of Table 18, it can be seen that for every one-unit increase in 

Time_ExitplantimingH3 there is a predicted decrease of .367 in the log odds of a 

respondent opting for trade sale as the exit choice. The odds ratio of 0.692 (exp-0.367) 

indicates that the odds of selecting trade sale decreases by 30.87% for every one-unit 

increase in Time_ExitplantimingH3. H3 predicted an inverse relationship between the 

length of time required to implement an exit option and its adoption. This model 

demonstrates that a negative relationship between time and selection of trade sale as 

an exit option is therefore supported. 

 

Adviser InfluenceBrokerH6 measures the likely influence of a business broker over 

the choice of exit option and has a positive and significant correlation. For every one-

unit increase in Adviser InfluenceBrokerH6 there is a predicted increase of .304 in the 

log odds of a respondent opting for family as the exit choice. The odds ratio of 1.355 

(exp 0.304) indicates that the odds of selecting family increases by 35.5% for every 

one-unit increase in Adviser InfluenceBrokerH6. A positive relationship between 

adviser involvement and selection of an exit option is therefore supported. 
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For the industry effect, in column 1 of Table 18 the coefficient for Otr ser is 1.198 and 

is significant at a 5% level or exp (1.198) =3.313. This means compared with Pro ser, 

Otr ser is 3.3 times more likely to select a higher value on the Likert scale. 
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Table 19 Exit Option – Sale to Other Shareholders 

 

1 2 3 4 5 6 7 8 9 10 11 12

Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

Threshold

[Opt_ExitSelectshareholders = 1.00] 1.07 0.938 -1.375* 0.817 -0.071 0.914 -0.833 1.414 -0.732 0.893 -1.511 1.018

[Opt_ExitSelectshareholders = 2.00] 2.205** 0.961 -0.355 0.812 0.967 0.919 0.207 1.413 0.283 0.894 -0.445 1.013

[Opt_ExitSelectshareholders = 3.00] 3.401*** 0.983 0.777 0.811 2.117** 0.929 1.366 1.416 1.438 0.897 0.68 1.012

[Opt_ExitSelectshareholders = 4.00] 4.970*** 1.007 2.273*** 0.822 3.655*** 0.954 2.876** 1.429 3.008*** 0.915 2.210** 1.023

Gender 1.323* 0.693 1.458** 0.699 1.508** 0.701 1.462** 0.696 1.554** 0.718 1.358* 0.723

Ownership -1.664*** 0.392 -2.048*** 0.395 -2.017*** 0.386 -1.991*** 0.391 -2.089*** 0.401 -2.361*** 0.524

Aware_ExitoptionsshareholdersH1 0.593*** 0.143

FTE_scale -0.081 0.238

Time_ExitplantimingH3 0.322** 0.152

Fin_1 -0.012 0.056

Fin_2 0.086 0.078

Ris_1 -0.04 0.049

Ris_2 0.113 0.083

Fam_ExitdiscussfamilylH5 0.184 0.169

Fam_ExitconsiderfamilyInplH5 -0.176 0.209

Fam_ExitchangefamilyInflH5 0.032 0.28

Fam_ExitmakefamilyInflH5 0.271 0.25

AdviserInfluencePartnerH6 -0.13 0.13

AdviserInfluenceBizOwnerH6 0.131 0.147

AdviserInfluenceAccountantH6 0.167 0.127

AdviserInfluenceLawyerH6 -0.133 0.145

AdviserInfluenceBizCoachH6 -0.054 0.138

AdviserInfluenceExitPlanH6 -0.056 0.113

AdviserInfluenceBrokerH6 -0.042 0.156

AdviserInfluenceFinplannerH6 -0.02 0.171

AdviserInfluenceFamilyFriendH6 0.003 0.154

[Industry_1=Fin ser] -0.075 0.144 -0.008 0.449 0.039 0.445 0.005 0.078 -0.086 0.45 0.108 0.461

[Industry_1=Otr ser] -0.745* 0.45 -1.078*** 0.378 -0.940** 0.381 -1.105*** 0.049 -1.205*** 0.391 -0.998** 0.402

[Industry_1=Pro ser]

Model

Pearson Goodness-of-fit

R
2
 (Cox and Snel l )

Test of Parallel Lines


2
=49.664, df=8, p=0.000 

2
=50.463, df=8, p=0.000


2
=36.442, df=39, p=0.587

0.372 0.286 0.309 0.302 0.312 0.313


2
=176.086, df=15, p=0.000 

2
=161.701, df=15, p=0.000 

2
=18.423, df=15, p=0.241 

2
=33.388, df=24, p=0.096 

2
=38.599, df=24, p=0.030


2
=551.949, df=536, p=0.308 

2
=359.511, df=352, p=0.38 

2
=565.772, df=515, p=0.06

Awareness Size Time Financial reward Family Adviser


2
=50.454, df=13, p=0.000


2
=126.854, df=123, p=0.388 

2
=76.197, df=71, p=0.315 

2
=203.233, df=143, p=0.001


2
=64.235, df=5, p=0.000 

2
=46.533, df=5, p=0.000 

2
=50.975, df=5, p=0.000
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Table 19 shows the results for the ordinal logistic model when the exit choice is based 

on sale to other shareholders. The model shows a positive and significant (1% level) 

result for awareness (H1) and the time required for an exit option adoption defined by 

the variable Time_Exit Plan (H3).  

 

Finally, the model shows a negative and significant (1% level) result for Ownership, 

which determines whether the business has one or more shareholders, as well as a 

positive and significant result for gender. 

 

The overall model fit appears adequate using the Pearson goodness of fit statistics. 

However, the test of parallel lines assumption appears to be violated in some 

instances. 

 

Aware_Exitoptionsshareholder measures the awareness of sale to other shareholders 

as an exit option and has a positive and significant correlation. In column1 of Table 

19, for every one-unit increase in awareness there is a predicted increase of .593 in 

the log odds of a respondent opting for sale to other shareholders as the exit choice. 

The odds ratio of 1.809 (exp 0.593) indicates that the odds of selecting sale to other 

shareholders increases by 1.809 times for every one-unit increase in awareness. H1 

predicted a positive relationship between awareness and selection of an exit option 

and is therefore supported. 

 

The variable, Time_ExitplantimingH3 measures the time which is required to 

implement various exit options. For every one-unit increase in Time_ExitplantimingH3 

there is a predicted increase of .322 in the log odds of a respondent opting for sale to 

other shareholders as the exit choice. The odds ratio of 1.379 (exp 0.322) indicates 

that the odds of selecting sale to other shareholders increases by 37.9% for every 

one-unit increase in Time_ExitplantimingH3. H3 predicted an inverse relationship 

between the length of time required to implement an exit option and its adoption. 

However, in contrast with H3, this model demonstrates a positive relationship between 

time and selection of sale to other shareholders as an exit option. This exit option is 

typically implemented via a gradual (longer term) sell-down, which by definition takes 

a longer time. Therefore, the predicted inverse relationship under H3 is not supported. 
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Gender also returned positive and significant results when the model was performed 

in conjunction with awareness (1.323), size (1.458) time (1.508), financial reward 

(1.462), family (1.554) and adviser (1.358). Similarly, Ownership also consistently 

shows a negative and significant result in conjunction with awareness ( -1.664), size ( 

-2.048) time (-2.017), financial reward ( -1.991), family (1-2.089) and adviser (-2.361). 

It is important to note that this particular exit option is unique, as it cannot be selected 

for single shareholder ownership (which is what this variable is testing). The sample 

was made up of 30.9% single shareholder ownership (see Table 6) and so the result 

is not significant. 

 

For the industry effect, responses are grouped into three categories. Fin ser is financial 

services, Pro ser is professional services and Otr is other services not categorised as 

Fin or Pro. Pro ser is used as the reference group, so the coefficient becomes 

redundant. This means the coefficient estimated for Fin and Otr should be interpreted 

relative to Pro ser. The coefficient for Otr ser is -0.745 and is significant at a 10% level, 

this means compared with Pro ser, Otr ser is 0.53 times less likely to appear on a 

higher value on the Likert scale. 
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Table 20 Exit Option - Liquidation 

 

1 2 3 4 5 6 7 8 9 10 11 12

Threshold Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E. Estimate S.E.

[Opt_ExitSelectLiquid = 1.00] 1.288 0.957 -0.292 0.919 0.948 1.051 4.551** 2.004 0.558 0.984 0.399 1.187

[Opt_ExitSelectLiquid = 2.00] 2.419** 0.983 0.852 0.935 2.067* 1.072 5.784*** 2.036 1.707* 1.003 1.58 1.202

[Opt_ExitSelectLiquid = 3.00] 3.274*** 1.035 1.701* 0.986 2.912*** 1.119 6.736*** 2.074 2.572** 1.052 2.456** 1.243

[Opt_ExitSelectLiquid = 4.00] 3.810*** 1.096 2.230** 1.05 3.445*** 1.176 7.307*** 2.112 3.109*** 1.112 3.000** 1.294

Gender -0.85 0.693 -0.438 0.697 -0.725 0.682 -1.174 0.731 -0.911 0.717 -1.089 0.753

Ownership 0.472 0.46 0.295 0.469 0.528 0.459 0.971* 0.504 0.367 0.476 0.25 0.634

Aware_ExitoptionsLiquidH1 0.192 0.18

FTE_scale -0.753 0.388

Time_ExitplantimingH3 0.069 0.203

Fin_1 0.009 0.079

Fin_2 -0.053 0.102

Ris_1 0.173*** 0.067

Ris_2 -0.061 0.104

Fam_ExitdiscussfamilylH5 -0.209 0.231

Fam_ExitconsiderfamilyInplH5 0.328 0.274

Fam_ExitchangefamilyInflH5 -0.273 0.368

Fam_ExitmakefamilyInflH5 0.258 0.319

AdviserInfluencePartnerH6 -0.228 0.175

AdviserInfluenceBizOwnerH6 0.071 0.198

AdviserInfluenceAccountantH6 0.038 0.191

AdviserInfluenceLawyerH6 0.034 0.202

AdviserInfluenceBizCoachH6 0.410** 0.183

AdviserInfluenceExitPlanH6 -0.068 0.165

AdviserInfluenceBrokerH6 -0.132 0.249

AdviserInfluenceFinplannerH6 -0.151 0.261

AdviserInfluenceFamilyFriendH6 0.132 0.204

[Industry_1=Fin ser] -1.392*** -1.598 0.841 -1.379 0.83 -1.499 0.851 -1.511 0.835 -1.431* 0.867

[Industry_1=Otr ser] 0.112*** 0.004 0.478 0.073 0.48 0.101 0.497 -0.084 0.479 0.119 0.515

[Industry_1=Pro ser]

Model 
2
=114.122, df=5, p=0.104 

2
=89.927, df=12.024, p=0.034 

2
=113.728, df=5, p=0.152 

2
=176.668, df=8, p=0.005 

2
=159.397, df=8, p=0.226 

2
=180.228, df=13, p=0.224

Pearson Goodness-of-fit 
2
=142.687, df=131, p=0.229 

2
=97.988, df=71, p=0.019 

2
=140.823, df=143, p=0.536 

2
=449.217, df=536, p=0.997 

2
=348.213, df=352, p=0.547 

2
=505.53, df=515, p=0.609

R
2 (Cox and Snel l ) 0.065 0.083 0.057 0.147 0.075 0.116

Test of Parallel Lines 
2
=114.122, df=15, p=0.000 

2
=60.448, df=15, p=0.000 

2
=72.471, df=15, p=0.000 

2
=18.52, df=24, p=0.777 

2
=31.073, df=24, p=0.152 

2
=.NA, df=39, p=NA

AdviserAwareness Size  Time Financial Reward  Family
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Table 20 shows the results for the ordinal logistic model when the exit choice is 

liquidation. As discussed in the limitations section 5.5, this choice is not commonly made 

by owners, except in very unusual (often tax driven) circumstances. The model shows a 

positive and significant (1% level) result for Ris_1 (H4) and a positive and significant (5% 

level) for AdviserInflucenceBizCoachH6 (H6). 

 

Ris_1 is the proxy variable for risk and has a positive and significant correlation indicating 

this is a higher financial risk tends to explain the likelihood of liquidation as an exit choice. 

In column 7 of Table 20, for every one unit increase in financial risk, there is a predicted 

increase of 0.173 in the log odds of the respondent opting for liquidation as an exit option. 

 

AdviserInfluenceBizCoachH6 measures the likely influence of a business coach over the 

choice of exit option and has a positive and significant correlation. For every one-unit 

increase in Adviser InfluenceBrokerH6 there is a predicted increase of .410 in the log 

odds of a respondent opting for liquidation as the exit choice. 

 

This exit choice is substantially different to most options as by definition liquidation is the 

financial closure of the business and is extremely unlikely to be chosen by owners, except 

in very unusual circumstances. 91.7% of survey respondents selected either unlikely or 

highly unlikely to select this exit choice. 

 

4.6.5 Summary of Results 

 

Six hypotheses were developed and tested, and the following Table 21 provides a 

summary of all six hypotheses and the corresponding results for this study, while the 

following sections examine the results for each hypothesis in more detail. 
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Table 21 Summary of Results 

 

 

 Note:  (3) indicates three results at the same level of significance. 
 
   As in all tables “***” indicates significant at the 1% level, “**” indicates significant at the 5% level and “*” indicates significant at the 10% level

Overall Overall ESOP PE&VC Sale Data Partial Family IPO Trade Sale S’holders Liquidation

(T9) (T10) (T11) (T12) (T13) (T14) (T15) (T16) (T17) (T18) (T19) (T20)

H1
There is a positive relationship between the awareness of an exit option and its 

adoption.
*** *** *** *** *** *** *** *** *** *** supported +ve +ve

H2 Exit option choice is determined by its perceived relevance to an organisation size. -ve* No sig results +ve +ve/-ve

H3
There is an inverse relationship between the length of time required to implement and 

exit option and its adoption.
** *** *** ** +ve** supported -ve -ve

H4
There is a positive relationship between financial reward delivered and the choice of 

exit option.
* ** **, *** *** * * **,** supported +ve +ve

H5
There is a positive relationship between family acceptance of an exit option and its 

adoption.
**, *** -ve* supported +ve +ve

H6
There is a positive relationship between the involvement of experienced advisers and 

the exit option choice and its adoption.
** (3), * ***, * * (3) ** *(3), ** *,*** ***, * *** * ** supported +ve +ve

Expected Result Actual ResultHypotheses Results
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Chapter 5: Discussion and Conclusions 

 

5.1 Introduction 

 

The core objective of this research was to study the key drivers of exit choice for SME 

business owners to better understand which exit options are available to Australian 

business owners and examine why owners choose to implement a particular exit 

strategy. In particular, this study examines, through empirical analysis, the potential 

use of employee share ownership plans (ESOPs) as a viable business succession 

and exit planning tool on the basis that they provide a unique combination of financial 

harvest and legacy exit options. 

 

In Chapters 1 and 2, the existing literature on business succession and exit planning 

was reviewed. The research background was outlined, focusing on Employee Share 

Ownership Plans as a potential exit choice. The research problem, understanding the 

drivers of exit choice and the barriers to adoption, was identified, and the need for 

further examination of the drivers of exit choice was highlighted. The literature review 

in Chapter 2 established the context of existing knowledge and prior research into both 

succession, and exit planning and ESOP as an exit option, and the research questions 

and hypotheses were finalised. Chapter 3 focused on the research methodology, 

combining qualitative and quantitative methods. The study addressed this aim by first 

conducting an interview case study approach which was used to better inform a broad-

based qualitative survey of business owners. The research examined the contributing 

factors to exit choice using quantitative survey data to identify the likelihood of exit 

choice scale. Chapter 4 presented the results of both the case study interviews, which 

informed the survey questions, and the various regression models designed to test 

the hypotheses.  

 

This final chapter draws conclusions on the research questions and six hypotheses, 

outlines limitations of the research, presents implications for knowledge and the 

practice of advice for business succession and exit planning, as well as provides 

recommendations for further study.  
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5.2 Key findings 

 

This section summarises the findings for each of the three main research questions: 

1. What are the succession planning methods currently being employed in 

Australian businesses? 

2. Which exit options are preferred, and what motivating factors drive this choice? 

3. What is preventing the take up of ESOPs as an exit option for Australian SME 

business owners? 

In attempting to answer the first research question, the study used the business 

owners’ survey to understand which exit options are being pursued by Australian mid-

market business owners. Question 2 focused primarily on drivers of exit choice, and 

the survey collated data on demographics and owner motivating factors and 

propensity for risk, financial knowledge, use of advisers and their preference for 

financial harvest exit or legacy stewardship strategies. Question 3 examined ESOPs 

as an individual exit option, as it was an option that merged financial harvest and 

legacy and the barriers which might exist to owners taking up this option. The case 

study interviews directed survey questions targeting key themes introduced by 

business owners as to why they chose (or not) an ESOP as their exit strategy. The 

interviews highlighted several key themes, particularly the difference between financial 

harvest and legacy stewardship exit drivers.  
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Table 22 Result Summary 

 

 

Note – a detailed breakdown of results in each table is presented in Chapter 4.

H1
There is a positive relationship between the awareness of an exit option and its 

adoption.
supported +ve +ve

H2 Exit option choice is determined by its perceived relevance to an organisation size. No sig results +ve +ve/-ve

H3
There is an inverse relationship between the length of time required to implement and 

exit option and its adoption.
supported -ve -ve

H4
There is a positive relationship between financial reward delivered and the choice of 

exit option.
supported +ve +ve

H5
There is a positive relationship between family acceptance of an exit option and its 

adoption.
supported +ve +ve

H6
There is a positive relationship between the involvement of experienced advisers and 

the exit option choice and its adoption.
supported +ve +ve

Expected Result Actual ResultHypotheses Results



 134 

5.2.1 Summary of key findings by hypothesis 
 

As outlined in the results summary table in Chapter 4, five of the six hypotheses had 

statistically significant results and were accepted.  

 

Hypothesis 1 – There is a positive relationship between the awareness of an exit 

option and its adoption. Exit options of which owners are more aware will be preferred. 

The results in Chapter 4 show that awareness was a positive and highly significant 

factor in tables 9,11,12,13,14,15,16,17,18 and 19 and supports an earlier study by 

Cooper (2013) finding that business owners were generally unaware of all exit options 

which might be available to them. This finding implies that if owners are not made 

aware of all possible exit choices, then their options will be limited. 

 

Hypothesis 2 – Exit option choice is determined by its perceived relevance to an 

organisational size. There is a perception that some exit options are only relevant to 

larger listed corporations. Only one statistically significant result was produced in 

Table 16, which used family succession as the exit option; no other significant result 

in any of the models tested, and this hypothesis could not be supported. 

 

Hypothesis 3 – There is an inverse relationship between the length of time required to 

implement an exit option and its adoption. Exit options that require less time to 

implement are preferred. The result in Table 19 is positive, but in tables 9,12,13 and 

18, they are negative and highly significant. This result indicates that whilst owners 

prefer to spend less time on exit preparation and therefore select exit options which 

are quicker to implement, in some cases, this is not relevant. Significantly ESOP as 

an exit strategy is typically slower to implement than other options. Some business 

owners see this as a significant advantage, particularly if they are focused on legacy 

stewardship exit. The gradual handover of business ownership and control may be 

attractive to some business owners. 

 

Hypothesis 4 – There is a positive relationship between financial reward delivered and 

the choice of exit option. Exit option choices with a greater degree of financial reward 

will be preferred. The results in tables 9,11,12,13,14,15 and 17 were positive and 

significant and support the hypothesis that financial reward is a key driver of exit 
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choice. Some of the case study results also mentioned the increase of stewardship 

legacy exit options – which are not focused on financial return at all. This supports 

research documenting the growth in stewardship-based exit strategies (Miller et al., 

2008; Hernandez, 2012).  

 

Importantly, ESOP is seen as a stewardship exit strategy (DeTienne et al., 2015) and 

is supported in Table 11, which relates to ESOP as an exit choice and highlights a 

positive and significant result for Fin2, which was the proxy variable for legacy 

stewardship exit options. 

 

Hypothesis 5 – There is a positive relationship between family acceptance of an exit 

option and its adoption. Exit options that provide greater family acceptance will be 

preferred. Table 10, which included family influence, involvement and discussion 

measures, showed two positive and significant results and supports the existing 

literature regarding family influence and participation in exit choice. Table 17, which 

measured IPO as an exit choice, showed a negative result for family discussion (one 

of the variables measuring family influence). 

 

Hypothesis 6 – There is a positive relationship between the involvement of 

experienced advisers and the exit option choice and its adoption. There were multiple 

significant positive results in tables 10,11,12,13,14,15,16,17,18 and 20 and this further 

supports earlier research into the role and influence of advisers on exit choice and 

implementation (Bertschi-Michel et al., 2021; Strike et al., 2018). However, there was 

also significant variation in responses for various advisers and for categories of 

advisers – general advisers (accountants, lawyers etc. who provide general business 

advice across an extensive range of areas and topics) and specialists (exit planning, 

broker – who are primarily focused on succession and exit). 

 

 

 

 

 

 

 



 136 

5.2.4 Other findings 
 

5.2.4.1 COVID impact on advice 
 

In Table 10, which shows the overall result, there is a clear shift in the utilisation of 

advisers to inform exit choice post-COVID, along with a substantial non-reliance on 

family discussion and input, after controlling for financial knowledge. This shift in 

financial advice dependence resulting from the COVID-19 pandemic, accompanied by 

higher financial knowledge, is consistent with the view that decision-makers with 

higher financial literacy are more likely to seek financial advice over the pandemic 

period (Rabbani et al., 2021). 

 

5.2.4.2 Liquidation as an exit choice  
 

Liquidation means the process of winding up or “liquidating” the affairs of the business 

and returning any surplus assets to shareholders. Except in very unusual 

circumstances relating to pre-CGT entities and assets, this is not an option most 

business owners would choose, as this signifies the financial failure of the business 

and closure. 

 

5.2.4.3 Financial planner involvement in succession and exit planning 

 

In terms of Hypothesis 6 regarding the involvement of advisers, whilst the results were 

both positive and significant, the detailed results show that very few respondents 

perceived financial planners as advisers regarding business succession and exit 

planning. 

 

5.3 Implications of the study 

  

5.3.1 Implication 1 – Failure of the H2  
 

Hypothesis 2 proposed that exit option choice is determined by its perceived relevance 

to an organisational size, which was not supported by the results. Several case study 

respondents mentioned selecting an option that was appropriate given the size and 

type of the business. Still, most were far more focused on financial harvest instead of 
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legacy stewardship exit options. The range of sizes amongst respondents may also 

contribute to the lack of empirical support for H2. 

 

5.3.2 Implication 2 – Identifying key drivers of exit choice 
 

This study suggests that exit choice is influenced by several drivers, clearly 

highlighting the number of factors and the interrelationships between the key drivers 

of exit choice. This is in line with the Productivity Commission (2015) finding regarding 

the need to integrate these factors in succession planning by business owners in the 

SME sector. A range of factors determines exit choice. Therefore, it is unlikely that for 

most business owners, any one driver can be identified, and the most likely outcome 

is that multiple drivers are involved. 

 

One underlying theme supported in several of the results is the thematic distinction 

between financial harvest or reward exit options and legacy stewardship exit options. 

Most options can be classified as one or the other; however, a few, including ESOPs, 

combine both themes. 

 

In terms of practice and advice, this finding is substantial; most advisers are still 

focused on financial outcomes and advocate financial harvest-based strategies. 

However, this may not be a key driver for many SME business owners, and so the 

advice may well be misdirected, and far better legacy stewardship outcomes could be 

realised. 

 

5.3.3 Implication 3 – Potential changes in legislation surrounding Employee Share 

Plans 

 

The overall results in the summary table show an increase in legacy stewardship exit 

choice. As a result, practitioners are seeing an increase in awareness and adoption of 

ESOP as an exit strategy. Governments are also aware of this increase and our poor 

performance in this area internationally. Whilst Employee Share Ownership Plans 

have held bipartisan support in Australia for at least 50 years, successive governments 

have tried to improve the legal and regulatory environment and simplify the ESOP 
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rules to increase adoption. ESOPs are widely regarded as complicated, expensive 

and time-consuming and are only implemented with expert advice. 

 

At the time of writing, the House of Representatives Standing Committee on Tax and 

Revenue Owning a Share of Your Work: Tax Treatment of Employee Share Schemes 

report was handed down in August 2021 (House of Representatives, 2021). The report 

recommends 18 changes to simplify the implementation of ESOPs and reduce several 

perceived barriers in terms of tax compliance and regulatory requirements. Adopting 

these changes, which is not certain, would significantly improve the utility of Employee 

Share Schemes as an exit option.  

 

5.3.4 Implication 4 – Education for advisers and owners around exit choice 
 

Whilst five of the six hypotheses were supported in the overall result by exit choice; 

three hypotheses stand out as being supported across multiple models – awareness 

(H1), financial reward (H4) and involvement of advisers (H6). It is clear that whilst 

several other factors are also supported, these three factors are critical and have a 

considerable influence on exit choice. 

 

The results indicate that education of business owners and their advisers would 

improve awareness and allow advisers to better support business owners in making 

the most appropriate exit choice for their business, financial circumstances, and 

family.  

 

5.4 Contribution to practice  

 

The study revealed several key learnings which have direct implications for 

practitioners. The three primary findings for practice were focused on lack of 

awareness of the various exit options available and the most suitable or likely exit 

choice for owners, the influence and natural bias of advisers and the changing focus 

away from purely financial outcomes towards legacy stewardship exit options. 

 

The overall result for awareness was significant for every exit option examined, and 

this reinforced the issue of lack of awareness which prevents owners from selecting 
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some exit options. This strongly suggests that further education of both business 

owners and their advisers would increase the effectiveness of business succession 

and exit planning. The research shows that significant gaps in knowledge and 

awareness affect exit outcomes. 

 

The overall result for adviser influence also highlights the role of advisers in the exit 

planning process and their ability to influence exit choice. Advisers’ natural bias 

towards a particular exit strategy (for example, the likelihood of business brokers 

advising on sale of business, as shown in Table 18)  also limits the effectiveness of 

exit plans and may reduce the options considered or evaluated by owners. Continued 

efforts to better educate advisers on the key drivers of exit choice, such as programs 

run by the Exit Planning Institute and similar bodies, would also improve the scope of 

advice provided and lead to better outcomes. 

 

When working with business owner clients, it may be helpful to facilitate a discussion 

regarding key drivers of exit choice to allow both the advisers and owners to 

understand better the key factors influencing decision making during what is usually a 

stressful time for owners. 

 

The substantial increase in the utilisation of combination exit strategies, including 

elements of both financial harvest and legacy stewardship outcomes, indicates a 

change in underlying drivers, especially for baby boomers. An employee share 

ownership plan is the most common of these combination strategies. However, 

increased focus on outcomes other than financial harvest is counter-intuitive for many 

advisers and does not match the way they are remunerated for advice. For example, 

most business brokers primary source of income is a success fee based on a 

percentage of the sale price achieved. The business model employed, therefore, 

focuses strongly on financial harvest exit strategies. 

 

Further research in this area, as outlined below, shared with advisers and owners 

would also increase understanding of the key factors driving exit choice and allow for 

better decision making and ultimately lead to better exit outcomes for owners. The 

study of this demographic is important as the transfer of wealth in businesses owned 

by baby boomers is substantial. (Jackim & Christman, 2006)  
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5.5 Limitations of the study 

  

5.5.1 Availability of owners who have exited 
  

The input of those who have already successfully completed an exit would be a 

valuable source of additional information. However, availability and contact details for 

business owners who have already successfully exited is difficult as they have typically 

retired, some have relocated, and many have changed contact details. In addition, 

many of the respondents were either yet to commence implementing an exit strategy 

or were yet to actually exit. Those who have already completed an exit would provide 

valuable information on how they made their exit choice, any changes that occurred 

during the process and the actual outcome, both financially and in terms of other 

drivers, including legacy stewardship. 

  

5.5.2 Lack of data on business exits 
 

There is a substantial lack of valid data about several aspects of business exits. 

Availability of actual sale or transaction values is often “obscured” by confidentiality, 

challenging to calculate precisely as transactions are often structured differently, and 

items like payment terms, guarantees and owner contribution and ongoing 

involvement can have a direct effect on sales value. This contrasts with data for the 

property market, where actual sales data is easy to access, publicly available, updated 

regularly and reflects actual transaction values as sales are based on legal documents 

lodged for stamp duty purposes. 

 

The availability of this transaction data would add significantly to the ability to provide 

advice as to the most appropriate exit choice (based on recent transactions in similar 

businesses) given the SME business owners’ key drivers and desired outcomes. This 

data would also better inform discussion around business valuation and strategy held 

regularly by advisers and business owners. 

  

5.5.3 Lack of data on Employee Share Ownership Plans 
  

Similarly, there is a lack of data on the instances of and success of Employee Share 

Ownership Plans. Any data held is generally within the scope of the Australia Taxation 



 141 

Office, but this only covers taxation specific records. For example, an employee who 

owns shares through an Employee Share Ownership Plan but has not yet been 

required to lodge an annual ESS statement (some tax treatments incur taxation 

liability, and therefore lodgement, can be deferred for up to fifteen years) will not be 

on record. One of the recommendations of the Owning a Share of Your Work report 

(House of Representatives Standing Committee, 2021) recommends that a 

centralised registry of Employee Share Schemes (ESS) be established to better 

monitor and report on ESS data. 

  

5.5.4 Range of participants 
 

In addition, the range of participants was intentionally narrow – mid-market business 

owners. Businesses with turnover of less than $1 million were excluded from 

participating in the survey, and overall, 83% of respondents were from businesses with 

less than $2 million turnover. The range of sizes was possibly not wide enough to 

effectively measure this aspect, and therefore, the possible impact of size on exit 

choice was not effectively measured. 

 

5.5.5 Statistical issues with individual models 
 

There are instances where the proportional odds assumption is violated, evidenced 

by the p-values of <0.05 using the test of parallel lines. This is not surprising given the 

use of multiple explanatory variables in this study which frequently result in the 

rejection of the proportional odds assumption (Brant, 1990). In addition, the use of 

continuous variables may also contribute to such violations (O'Connell, A., 2006). 

However, to maintain the robustness of the test results, the use of the available 

independent variables is necessary and helps control for the effects of industry, gender 

and ownership of business while answering the fundamental research questions 

proposed in this thesis. Therefore, caution should be applied due to the restricted 

sample size and the underrepresented small enterprises. As such, the study’s 

observations might not be able to make unrestricted generalisations for all Australian 

SMEs.  
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5.6 Further study 

  

More detailed examination of the key drivers of exit choice and any trend toward 

stewardship legacy exit options (lower-order exit options as highlighted in Figure 5) 

and therefore away from financial harvest (higher-order exit options as highlighted in 

Figure 5) exit options would add considerably to the research and practice in this field. 

Anecdotally, as uncovered in several of the client case study interviews, there is a 

change away from financial harvest, primarily based on the fact that most baby 

boomers who are exiting are already quite wealthy (Keister & Deeb-Soosa, 2001; 

Sabelhaus & Manchester, 1995) and towards legacy stewardship options. 

  

Examining the correlation between the entry reasons of business owners and the exit 

strategy they select would also provide additional valuable information to owners and 

their advisers looking to design and implement succession and exit strategies. For 

example, as younger “serial entrepreneurs” (those who start, grow, and exit 

businesses multiple times) enter the market, they are more likely to be “churning” 

business ownership as a wealth creation strategy whereby successful exit is a critical 

part of their plan. They are, therefore, better informed as to exit options, highly focused 

on higher value (financial harvest) exit options, happy to commit to specialist advice 

and unlikely to be as emotionally attached to the exit outcome. 

  

5.7 Conclusion and reflection 

 

The number of businesses in Australia totalled 2,402,254 as of June 2021, and during 

the 2021 financial year, there were 333,369 business exits (13.8 %), according to the 

Australian Bureau of Statistics (ABS 2021). The total value of those business assets 

is substantial. Therefore, any work that can be done to improve the likelihood of those 

owners being able to adopt, implement and successfully exit using the most 

appropriate strategy should be of genuine interest and concern to all stakeholders.  

 

Understanding the key drivers of exit choice and empowering both owners and 

advisers to better understand their options and the key factors that drive exit choice 

has a significant economic impact. While this study focuses on Australian SMEs, the 

baby boomer demographic is an international issue that is widely described as the 
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“largest transfer of wealth in history.” A large part of that wealth is made up of privately 

held businesses, and successfully exiting can be a life-changing event for the owner/s. 

 

Evidence, in the literature, has shown amongst business owners who have introduced 

combination exit strategies, mostly ESOPs, a win, win, win scenario has been created 

where all involved, the business, the founders/owners, and the employees are better 

off. Furthermore, if such outcomes can be achieved more regularly, the exit event 

impacts a larger group than just owners and their families.  

 

The findings in this research have contributed to a far better understanding of exit 

options and their drivers and some of the critical opportunities to improve outcomes 

for business owners as they approach an exit. 
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Appendix A – Invitation Letter 

The invitation letter was included in the online survey using Survey Monkey, set up 

and administered by Charles Sturt University. 

Employee Share Ownership 
You are invited to participate in a research study on the utilisation of Employee Share 

Ownership Plans as a Business Succession and Exit planning tool for Australian privately-owned 

businesses. 

 

The study is being conducted by Craig West, Doctor of Business Administration Student from the School 

of Accounting and Finance at Charles Sturt University. 

 

Researcher: 

Craig West, B. Bus (Mgmt.), M. Bus (Acct/Fin), M. Tax Law, 

Doctor of Business Administration student 

 

Supervisors: 

Professor Eddie Oczkowski, 

Professor of Applied Economics & Qualitative methods, 

School of Accounting and Finance, 

Faculty of Business, Justice and Behavioural Sciences, 

Charles Sturt University 

 

Dr. Alfred Wong, 

Senior Lecturer, 

School of Accounting and Finance, 

Faculty of Business, Justice and Behavioural Sciences, 

Charles Sturt University 

 

Before you decide whether or not you wish to participate in this study, it is important for you to 

understand why the research is being done and what it will involve. Please take the time to read the 

following information carefully and discuss it with others if you wish. 

 

What is the purpose of this study? 

Previous research has examined the various options available for business owners to exit their 

business. This research study will focus on how Employee Share Ownership Plans (ESOP) might 

operate as an exit / succession option. 

 

Why have I been invited to participate in this study? 

We are seeking owners (both current and those who have already exited) of Australian privately held 

businesses with turnover between $2million and $100million. 
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What does this study involve? 

If selected, you will be asked to participate in this online survey, which will include some basic 

background information about yourself and the business. 

 

Are there risks and benefits to me in taking part in this study? 

There should be no risks associated with participation. 

 

We cannot promise you any direct benefit by participating in this study. The study is designed to better 

inform business owners and their advisers about exit options and specifically whether and in what 

circumstances utilisation of an ESOP might be beneficial. 

 

How is this study being paid for? 

This research is not paid for by any third party or organisation. 

 

Will taking part in this study (or travelling to) cost me anything, and will I be paid? 

There is no payment nor any costs which will be incurred by you participating in this study. 

 

What if I don't want to take part in this study? 

Participation in this research is entirely your choice. Only those people who give their informed consent 

will be included in the project. Whether or not you decide to participate is your decision and will not 

disadvantage you. 

 

What if I participate and want to withdraw later? 

If you do decide to participate, you may withdraw from the project at any time without giving a reason 

and any data you have entered will be removed from analysis. Incomplete data will not be retained or 

used in any way. 

 

How will my confidentiality be protected? 

All information collected by the researchers will be stored securely and only accessed by the 

researchers unless you consent otherwise, except as required by law. There are limits on assurances 

of confidentiality as law may subpoena research data/records. Data will be retained for at least 5 years 

at Charles Sturt University. 

 

Responses entered into this online survey are protected by SurveyMonkey's Privacy Policy and Security 

Statement (please click on the work links for more information). 

 

What will happen to the information that I give you? 
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The data will be reported in a thesis presented by Craig West as part of the DBA and may also appear 

in academic journals and/or online. Individual participants will not be identified in any of the material 

produced. 

The survey findings will also be made available to participants at 

www.successionplus.com.au/researchfindings when the research is completed. 

 

What should I do if I want to discuss this study further before I decide? 

If you would like further information, please contact: 

Craig West, B. Bus (Mgmt.), M. Bus (Acct/Fin), M. Tax Law, 

DBA student 

Phone: 0417414766 

Email: cwest01@postoffice.csu.edu.au 

 

Professor Eddie Oczkowski, 

Professor of Applied Economics & Qualitative methods, 

School of Accounting and Finance, 

Faculty of Business, Justice and Behavioural Sciences, 

Charles Sturt University 

Email: eoczowski@csu.edu.au 

 

Dr Alfred Wong, 

Senior Lecturer, 

School of Accounting and Finance, 

Faculty of Business, Justice and Behavioural Sciences, 

Charles Sturt University 

Email: awong@csu.edu.au 

 

Who should I contact if I have concerns about the conduct of this study? 

Charles Sturt University’s Human Research Ethics Committee has approved this project [Protocol 

number: H200201763]. If you have any complaints or reservations about the ethical conduct of this 

project, you may contact the Committee through the Executive Officer: 

 

The Executive Officer 

Human Research Ethics Committee 

Phone: (02) 6338 4628 

Email: ethics@csu.edu.au 

Any issues you raise will be treated in confidence and investigated fully and you will be informed of the 

outcome. 

 

Thank you for considering this invitation.  

mailto:eoczowski@csu.edu.au
mailto:awong@csu.edu.au
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Appendix B – Online Survey Instrument 

Qualifying questions: 

Q1. How would you characterise your business – is it? 

 Variable: Q1 

 Label: Business 

type 

An independent, profit-focused business. 1 

A branch of another business – 

Controlled by the parent and not separate legal entity. 

2 

A subsidiary of another business – 

A separate distinct legal entity, a part of a for-profit business. 

3 

A not-for-profit business – 

Foundation, association, charity, semi-government. 

4 

 

Exclude 4 

Q2. Do you own this business (as a single owner or with other owners)? 

 Variable: Q2 

 Label: Ownership 

Yes (single owner) 1 

Yes (with other owners)  2 

No 3 

 

Exclude 3 

Q3. What was the annual turnover of this business in the most recent financial 

year? 

 Turnover 

Less than $500,000 1 

$500,000–$999,999 2 

$1 mil–$1,999,999 3 

$2mil–$4,999,999  4 

$5mil–$9,999,999 5 

$10mil–$24,999,999 6 

$25mil–$49,999,999 7 
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$50 mil–$99,999,999 8 

More than $100mil  9 

Don’t know 97 

Refused 99 

 

Exclude 1 and 2 (i.e., under $1mil turnover) 

Demographics: 

Q4. How old are you? 

 Variable: Q3 

 Label: Age of owner 

Under 18  

18–27  

28–37  

38–47  

48–57  

58–67  

68–77  

78–87  

> 87  

 

Q5. Gender 

  Variable: Q4 

  Label: Gender 

Male  1 

Female  2 

Other  3 

Prefer not to say   97 
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Q6. In which year did your business commence operations? 

 Variable: Q5  

Year business began 

operating 

Label: Year commenced 

< 1900  

1901–1910  

1911–1920  

1921–1930  

1931–1940  

1941–1950  

1951–1960  

1961–1970  

1971–1980  

1981–1990  

1991–2000  

2001–2010  

2011–2020  
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Q7. What is the main activity (industry) of your business? 

 Variable: Q6 

 Label: Sector 

Agriculture, forestry, fishing 1 

Mining 2 

Manufacturing 3 

Electricity, gas, water, and waste 4 

Construction 5 

Wholesale trade 6 

Retail trade 7 

Accommodation and food 8 

Transport, postal, and warehousing 9 

Information, media, and 

Telecommunications 

10 

Financial and insurance services 11 

Rental, hiring and real estate services 12 

Professional, scientific, and technical 

services 

13 

Administrative and support services 14 

Public administration and safety 15 

Education and training 16 

Healthcare and social 17 

Arts and recreation services 18 

Other services 19 

Other – Please specify 

_______________________ 

99 
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Q8. How many full-time equivalent (FTE) employees were working for the 

business in the July 2019–June 2020 financial year? (prior to any effect of 

COVID-19)  

Number (including 

yourself) 

FTE employees 

  

1–9  

10–19  

20–29  

30–39  

40–49  

50–59  

60–69  

70–79  

80–89  

90–99  

100 or greater  

Don’t know 97 

 

Exit Strategy: 

Q9. Have you considered an exit strategy for your business? 

Yes 

No 

Not sure 
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Q10a. If yes, as you considered your exit strategy, how familiar were you with 

the following exit options:   

 Not at 

all 

familiar 

Slightly 

familiar 

Somewhat 

familiar 

Very 

familiar 

Extremely 

familiar 

Liquidation/Discontinuance      

Family and friends      

Sale of database/List      

Sale to other shareholders      

Partial sale (retain %)       

Employee share 

ownership plan 

(management buyout)  

     

Trade sale      

Private equity/Venture 

capital 

     

Strategic sale/Sell to listed 

co 

     

IPO (listing as a public 

company)  

     

 

Q10b. In selecting your chosen exit strategy – how likely or unlikely were the 

following exit options: 

 Highly 

unlikely 

Unlikely Neither 

likely 

nor 

unlikely 

Likely Highly 

likely 

Liquidation/Discontinuance      

Family and friends      

Sale of database/List      

Sale to other shareholders      

Partial sale (retain %)       



 175 

Employee share ownership plan 

(management buyout)  

     

Trade sale      

Private equity/Venture capital      

Strategic sale/Sell to listed co      

IPO (listing)       

None of the above/No exit strategy      

 

Q11. How long before your exit commenced did you start to plan/consider 

options: 

Less than 1 year 1 

1–2 years 2 

3–4 years 3 

5–10 years 4 

Longer than 10 years 5 

Don’t know 97 

 

Financial 

Q12. Which of the following options do you expect will be the most important 

income sources to fund your retirement? 

Mark (top five in order)  

 Retirement 

plans 

A government pension  

A private pension/Super plan  

Selling financial assets (shares, managed funds, et 

cetera) 

 

Selling non-financial assets (car, property, jewellery, 

art) 

 

Income generated by assets (dividends, rent)  

Personal savings  

Continuing to run the business (current one or new 

one) 
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Business revenues (current one or new one)  

Selling the business  

Relying on family (spouse, partner, children, et 

cetera) 

 

Something else   

 

Q13. Could you tell me how you would rate your overall knowledge about 

financial matters? 

  Label self-rated knowledge 

Very low  

Quite low  

About average  

Quite high  

Very high  

Don’t know  
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Q14. For each of the following statements please indicate the likelihood of 

engaging in each activity: 

 Extremely 

unlikely 

Unlikely Not 

sure 

Likely Extremely 

likely 

Betting a day’s income at 

the races 

     

Co-signing (guaranteeing) a 

new loan for a friend 

     

Investing 10% of your 

annual income in a blue-

chip share 

     

Investing 10% of your 

annual income in a very 

speculative share 

     

Investing 10% of your 

annual income in 

government bonds 

     

Investing in a business that 

has a good chance of failure 

     

Lending a friend an amount 

of money equivalent equal 

to your monthly income 

     

Spending money 

impulsively without thinking 

about the consequences 

     

Taking a day’s income to 

play poker machines at the 

casino 

     

Taking a job where you get 

paid exclusively on a 

commission basis 
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Intention: 

Q15. At the time you started/founded/purchased the business how important 

were the following: 

 Not at all 

important 

Slightly 

important 

Somewhat 

important 

Very 

Important 

Extremely 

important 

To provide an 

alternative to 

employment at 

another business 

     

To provide an 

enjoyable workplace 

     

To create a flexible 

working environment 

     

To have a business 

to pass on to family 

members 

     

To generate income       

To generate long-

term wealth 

     

To on-sell the 

business at a profit 

     

To earn a high rate 

of return 

     

None of the 

above/Other: ______ 
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Decision-making: 

Q16. In the past 3 months, how often have you: 

 Never Sometimes Regularly Usually, Always 

Discussed exiting the 

business with family 

members 

     

Considered family input into 

a business exit decision 

     

Changed an exit decision 

based on family input 

     

Made an exit decision based 

on family input 

     

 

Q17. How influential were the following on your choice of exit option for the 

business? 

 Not at all 

influential 

Slightly 

influential 

Somewhat 

influential 

Very 

influential 

Extremely 

influential 

      

I considered several options 

before deciding 

     

I acted on external advice      

I didn’t consider any other options 

but my choice 

     

I did some research, but did not 

choose an option  

     

I have not considered any options 

at this stage 
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Q18. How influential were these advisers on your exit option? 

 Not at all 

influential 

Slightly 

influential 

Somewhat 

influential 

Very 

influential 

Extremely 

influential 

A business 

partner/owner 

     

Another 

businessperson 

     

An accountant      

A lawyer       

A business coach      

A specialist 

succession or exit 

adviser 

     

A business broker      

A financial planner      

Business coach      

Family or friends      

Someone else – If 

so, who? 

______________ 

     

No-one      
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Q19.Thinking about your choice of exit options, to what extent would you 

agree or disagree with the following statements? 

      

 Strongly 

agree 

Agree Neither 

agree 

nor 

disagree  

Disagree Strongly 

disagree 

I set long-term plans for my exit 

and focused on achieving them 

     

I am confident to make 

strategic decisions 

     

I have several trusted advisers 

and rely on their advice 

     

I try to follow my instinct rather 

than make detailed plans   

     

I am not concerned with my exit 

and am focused on the here 

and now  

     

Don’t know 97     
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Q20. Considering the decision-making process in your business, indicate the 

degree to which you agree or disagree with the following statements? 

 Strongly 

disagree 

Disagree Neither 

agree 

nor 

disagree 

Agree Strongly 

agree 

I analysed long-term 

opportunities and selected what 

I thought would provide the 

best returns 

     

I developed a strategy to best 

take advantage of resources 

and capabilities  

     

I designed and planned 

business strategies 

     

I organised and implemented 

control processes to make sure 

I met objectives 

     

I researched and selected 

target markets and did 

meaningful competitor analysis  

     

I had a clear and consistent 

vision for where I wanted to end 

up 

     

I designed and planned 

production and marketing 

efforts 
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Appendix C – Information Sheet 

School of Accounting and Finance 

Faculty of Business, Justice and Behavioural Sciences 

Charles Sturt University 

BATHURST NSW 2795 

 

PARTICIPANT INFORMATION SHEET 

 

UTILISATION OF EMPLOYEE SHARE OWNERSHIP PLANS (ESOPs) AS A 

BUSINESS SUCCESSION AND EXIT PLANNING TOOL FOR AUSTRALIAN 

SMALL TO MEDIUM-SIZED ENTERPRISES 

 

Researchers: 

 

Craig West, B. Bus (Mgmt.), M. Bus (Acct/Fin), M. Tax Law, DBA student 

 

Project Supervisors: 

 

Professor Eddie Oczkowski, Professor of Applied Economics and Qualitative 

Methods, School of Accounting and Finance, Faculty of Business, Justice and 

Behavioural Sciences. 

 

Dr. Alfred Wong, Senior Lecturer, School of Accounting and Finance, Faculty of 

Business, Justice and Behavioural Sciences. 

 

Invitation 

 

You are invited to participate in a research study on the utilisation of Employee Share 

Ownership Plans (ESOPs) as a business-succession and exit-planning tool for 

Australian privately-owned businesses. 

 

The study is being conducted by Craig West, DBA student from the School of 

Accounting and Finance at Charles Sturt University. 
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Before you decide whether or not you wish to participate in this study, it is important 

for you to understand why the research is being done and what it will involve. Please 

take the time to read the following information carefully and discuss it with others if 

you wish. 

 

1. What is the purpose of this study? 

 

Previous research has examined the various options available for business owners 

to exit their business – this research study will focus on how employee share 

ownership plans (ESOPs) might operate as an exit/succession option. 

 

2. Why have I been invited to participate in this study? 

 

We are seeking owners of Australian privately held businesses (both current 

owners and owners who have already exited) with turnover between $2million and 

$100million. 

 

3. What does this study involve? 

 

If selected, you will be asked to participate in an online survey including some basic 

background information about yourself and the business. You may also be 

selected to participate in a more detailed interview/case study (conducted by face-

to-face interview) specifically focused on you and your business exit strategy. 

 

4. Are there risks and benefits to me in taking part in this study? 

 

We cannot promise you any direct benefit by participating in this study. The study 

is designed to better inform business owners and their owners about exit options 

and specifically whether and in what circumstances utilisation of an ESOP might 

be beneficial. 

 

There should be no risks associated with participation. 
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5. How is this study being paid for? 

 

This research is not paid for by any third party or organisation.  

 

6. Will taking part in this study (or travelling to) cost me anything, and will I be 

paid? 

 

There is no payment, nor any costs which will be incurred by you participating in 

this study. 

 

7. What if I don't want to take part in this study? 

 

Participation in this research is entirely your choice. Only those people who give 

their informed consent will be included in the project. Whether or not you decide to 

participate is your decision and will not disadvantage you. 

 

If you do decide to participate, you may withdraw from the project at any time 

without giving a reason and have the option of withdrawing any data, which 

identifies you. This data will not be retained or used in any way. 

 

8. What if I participate and want to withdraw later? 

 

For projects where the data is identifiable, or re-identifiable, participants who 

withdraw should have the option of withdrawing their data. 

 

9. How will my confidentiality be protected? 

 

Any information collected by the researchers which might identify you will be stored 

securely and only accessed by the researchers unless you consent otherwise, 

except as required by law. There are limits on assurances of confidentiality as law 

may subpoena research data/records. Data will be retained for at least five years 

at Charles Sturt University. 

 

10. What will happen to the information that I give you? 
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The data will be reported in a thesis presented by Craig West as part of the DBA 

and may also appear in academic journals and/or online. 

 

Individual participants will not be identified in any of the material produced. 

 

11. What should I do if I want to discuss this study further before I decide? 

 

If you would like further information, please contact: 

 

 

Researcher: 

 

Craig West, B. Bus (Mgmt.), M. Bus (Acct/Fin), M. Tax Law, DBA student 

 

Project Supervisors: 

 

Professor Eddie Oczkowski, Professor of Applied Economics and Qualitative 

Methods, School of Accounting and Finance, Faculty of Business, Justice and 

Behavioural Sciences. 

 

Dr. Alfred Wong, Senior Lecturer, School of Accounting and Finance, Faculty of 

Business, Justice and Behavioural Sciences. 

 

12. Who should I contact if I have concerns about the conduct of this study? 

 

NOTE: Charles Sturt University’s Human Research Ethics Committee (for minimal 

risk projects list the faculty that approved the research) has approved this project. 

If you have any complaints or reservations about the ethical conduct of this project, 

you may contact the Committee through the Executive Officer: 

 

The Executive Officer 

Human Research Ethics Committee 



 187 

 

Tel: (02) 6338 4628 

Email:  ethics@csu.edu.au  

 

Any issues you raise will be treated in confidence and investigated fully and you will 

be informed of the outcome. 

 

Thank you for considering this invitation. 

This information sheet is for you to keep. 

 

  

mailto:ethics@csu.edu.au
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Appendix D – Consent Form 

School of Accounting and Finance 

Faculty of Business, Justice and Behavioural Sciences 

Charles Sturt University 

BATHURST NSW 2795 

 

CONSENT FORM 

 

Utilisation of Employee Share Ownership Plans (ESOPs) as a Business-Succession 

and Exit-Planning Tool for Australian Small- to Medium-sized Enterprises 

  

Researchers: 

Craig West, B. Bus (Mgmt.), M. Bus (Acct/Fin), M. Tax Law, DBA student 

Project Supervisors: 

Professor Eddie Oczkowski, Professor of Applied Economics and Qualitative 

Methods, School of Accounting and Finance, Faculty of Business, Justice and 

Behavioural Sciences. 

Dr. Alfred Wong, Senior Lecturer, School of Accounting and Finance, Faculty of 

Business, Justice and Behavioural Sciences. 

 

I agree to participate in the above research project and give my consent freely. 

I understand that the project will be conducted as described in the Information Statement, a 

copy of which I have retained. 

I understand I can withdraw from the project at any time and do not have to give any 

reason for withdrawing. 

I consent to:  

participating in a case study interview and having it recorded. 

providing background demographic information about myself and my business. 

participating in an online survey for business owners. 

I understand that my personal information will remain confidential to the researchers.  

I have had the opportunity to have questions answered to my satisfaction. 

 

Electronically accepted as part of survey software. 
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NOTE: Charles Sturt University’s Human Research Ethics Committee (for 

minimal risk projects list the Faulty that approved the research) has 

approved this project. If you have any complaints or reservations 

about the ethical conduct of this project, you may contact the 

Committee through the Executive Officer: 

 

The Executive Officer 

Human Research Ethics Committee 

 

Tel: (02) 6338 4628 

Email:  ethics@csu.edu.au 

 

Any issues you raise will be treated in confidence and investigated fully 

and you will be informed of the outcome.    

mailto:ethics@csu.edu.au
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Appendix E – Interview Guide 

Background 

• Name, age, location 

• Business details and year established 

• Number of employees and turnover 

• Stage of business – exit preparation 

Succession and Exit 

• What options exist for succession/exit?  

• Options considered 

• Option/s chosen 

• Main decisions drivers – why? 

• How far down the track is the succession/exit planning? 

• How successful has the choice been? 

• What is most important to you about your exit option choice? 

Employee Share Ownership Plans 

• Awareness and knowledge of ESOP (pre-decision)  

• Where/how did you get information? 

• What is attractive about an ESOP? 

• What is not attractive about an ESOP? 

• What barriers exist/existed? 

• What factors were important in evaluating an ESOP? 

• What aspects of the ESOP have been successful? 

• What aspects of the ESOP were not successful? 
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Appendix F – Sample Interview transcript 

 

Craig West: 

Participant #1, thank you so much for helping with my research – I won’t keep you too long. 

Participant #1: 

Do you want me to start with my name? 

Craig West: 

Yeah, so just, yeah, name, age, and location if you would. 

Participant #1: 

Yes, XXXXXX and I am 65 years old turning 66 this year and location is XXXX, WA. 

Craig West: 

Okay. Fantastic. Business name and the year the business was established. 

Participant #1 K: 

XXXX Proprietary Limited and it was established in 1989. 

Craig West: 

Okay. Number of employees now. 

Participant #1: 

Number of employees at the moment about 17. 

Craig West: 

Yep. And approximate turnover? 

Participant #1: 

About two and a half million. 

Craig West: 

Yep. Okay. And what stage would you say the business is at? It's obviously been around for a while, so 
it's not a start-up or anything. It's mature? 

Participant #1: 

Yes, mature. Yeah, definitely mature. 

Craig West: 

Okay. So, from your understanding, what are the what potential options for succession and exit are 
there out there in the marketplace? 

Participant #1: 
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From my understanding, there's, the first one is just shut the door and leave it and pay everybody up 
and walk away. That's one option. Two, is to sell to another buyer. And the best option for that is that 
if you get somebody that's a listed company, you probably likely to give you a better outcome in terms 
of multipliers or merge with another company. And so basically you just merge your businesses, and 
you can exit out through that process. And the final one is to do an employee share option file share 
plan, which is the one I preferred. 

Craig West: 

Okay. And so how many of those, when you say you preferred an employee share plan and how many 
of the others did you consider? 

Participant #1: 

Well, the first one I've never really considered except when the business was really bad, I thought, oh, 
it might be forced on me anyway. So, [inaudible 00:02:09] that was, that was terrible. I try to avoid 
that one. I did look at a large company, they're the ones that was just very interested in buying me 
out. We got to kind of the due diligence stage and fortunately the GFC hit at that time, and I read a lot 
[inaudible 00:02:33] any, any acquisitions at this stage. They're all off cause their primary base was in 
America. And I think [inaudible 00:02:40] severely in [places 00:02:41] so they just said no we're 
cancelling all that. So, I went through that option. But I suppose that the one that I've always thought 
would be the better one because I've seen mergers before and it, they tend to happen, but there's a 
lot of disgruntled people as a result of that. So, I thought the employee share plan is probably, if it 
could be achieved, is probably the best one. 

Craig West: 

Okay. And what were the main drivers for that decision? You've talked about some of the reasons you 
didn't go down the path of some of the other options. What were the main drivers for choosing an 
employee share plan? 

Participant #1: 

Well, I think it started probably way back in the 90s when I, I can't remember the name of this guy, 
but he was a South American entrepreneur. I think he's been documented pretty heavily in books and 
things like that. And he had a company, I think he inherited it from his parents or something like that 
and it was doing really bad. And then he decided that he wanted to try and create an employee share 
plan and he did that, and the business turned around. 

Participant #1: 

And I thought and it improved it a lot and workers were much happier. And I always thought that I'm 
not a socialist at heart I'm more of, I'm more of an entrepreneur at heart and I thought that if you 
could encourage entrepreneurialism and what seemed to be happening with him and his business and 
better, happier people and better productivity. And I thought that was a really good model. That there 
was... It could provide an exit process, but it also enabled the business to go on and maintain some 
sort of share ownership. It was a better thing. 

Craig West: 

Okay. And how far down the track is your succession planning now? 

Participant #1: 

Well, with the last share transfer where I've got about 20% or 21% of the company now in the hands 
of the employees, and I'm hoping by the end of this year that we'll have 40 something percent and 
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next year it'll be 60% and then I'll be out as an executive and then just stay there in a non-executive 
role until the shares are completely gone. And so, what would that make it? About 20% through? 

Craig West: 

Yeah. Okay. So, the strategy and the process and everything's in places just a matter of the time taken 
to, to gradually sell it out. 

Participant #1: 

Yeah. Well, I want to do it fairly rapidly. So, I think, in terms of profitability, most of the profit is going 
into this process rather than taking it out for my own personal gain. I mean certainly taking some out 
and keeping some in the company, but just trying to use the cash to get it over the line reasonably 
quickly. So, the next couple of years I'm hoping that the in terms the, there'll be 60% of the company 
will be owned by the employees. We've got a strategy in terms of governance models and all the rest 
of it. 

Participant #1: 

So, it will enable those people that have put up their hands become new directors to take on the 
executive role, become executives, and then I can take on a non-executive role. So, for me, it's just a 
stepping away from that executive position. I do like to be involved, still like to do certain things. I 
think still the mentoring, helping them all out is something they wanted me to still do it. But if I could 
sort of shift away from having to think about it 24/7 it'd be a good thing. I don't think I want to do it 
[inaudible 00:06:34]. 

Craig West: 

Yeah. Okay. How successful would you say that you going down the road of an employee she had plans 
being for, for you, the company, and the employees? 

Participant #1: 

Hard to judge at this stage, cause we've only done it recently. We've been talking about it for many 
years, but in terms of transitioning it across, it's only happened in the last 12 months and as a 
consequence don't have a lot of data on it. I think what I can say is that it's a model that everybody's 
happy to do in the company. Everybody's happy to receive shares and, but I think it's so new to all, 
even though we've talked about it, the impact on them is not really measurable. There's only a sense 
of, yes this is a good thing. I'm glad we're going down this track. I'm glad we're not, he's not selling the 
company. 

Craig West: 

Yeah. Okay. 

Participant #1: 

So, I think people can sort of see their future there and you can sort of see that can sort of say that 
that is, it's a beneficial outcome that their kind of collected effort will benefit them individually as well. 

Craig West: 

Yeah. Okay. Yeah, good. What's most important to you about choosing an Aesop? 

Participant #1: 
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Well, I think that it's good to encourage if it's possible. And this is something I don't know whether 
we'll do but I think there're some individuals that will do, a better sense of ownership and 
entrepreneurialism within the company that people kind of say that it's not us and them. It breaks 
away from the model of the bosses and the workers. 

Craig West: 

Yep. 

Participant #1: 

It actually transitions people into more of, look, this is the way in which we can work together and 
we're all going to benefit. It's a way of... as an enabler, I think. So hopefully I'm uncovering or 
unleashing the potential of [inaudible 00:08:43] staff. It was, I don't think it'll work for everybody, but 
for some it might encourage them to do a bit more. And the more that you've got doing that in a 
business, I think the better the outcome it would be for the business. 

Craig West: 

Yep, okay. 

Participant #1: 

So yeah, look I, and there seems to be enough evidence around stuff that has been produced online 
and adding books and around the world now globally, and there's some great models in England that 
particularly in retail, where company ownership by staff has proved to be very successful. So, I think 
it's, I think it engenders a sort of sense of loyalty and commitment and hopefully, yeah, we'll see that 
with 8% as well. 

Craig West: 

Yeah. Okay. In terms of the employee share ownership plan, your original, you, you spoke about a 
South American businessperson, entrepreneur that spoke about the employee share plan in his 
business. How else did you become aware of employee share plans and that kind of model? 

Participant #1: 

Well, probably I was talking to this about, when we had... with an accountant that we had, Karen 
bought that you know. 

Craig West: 

Yep. 

Participant #1: 

And she said all of this is really interesting, this is something that they could step into some time. And 
she started looking at this stuff online and seeing what's available. And then she said, oh look, there's 
a company in Sydney called Succession Plus that does this. This looks really interesting. 

Craig West: 

Yep. 

Participant #1: 

So that's how we got to know you, basically because of that conversation I had with Karen. And she 
thought, oh yeah, this is an interesting model, and does it exist? Are there things that are available in 
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Australia? And yeah. So, it was fortunate that we found you because you, you seem to be at that time 
saying exactly what we wanted to hear. And then we, then we met with you, and it confirmed it even 
more. So, we've gone from there. So, I think that because I had that initial interest and because I spoke 
to her and she said, look, this is a good thing. And then she started searching. That's how it happened. 
That's the Genesis of it. 

Craig West: 

Okay. In terms of attractiveness, what do you find attractive about employee share plans? Generally, 
not just for your business, but generally what is it that makes them attractive? 

Participant #1: 

Well, I... It's kind of a, like a political thing for me, I suppose, or a social thing in the sense that I think 
Australia stuffers from the tall poppy syndrome, is not entrepreneurial enough. It's getting better. But 
I think that as a sort of a process for encouraging that the more Aesop's there are around, then there's 
going to be an encouragement generally, hopefully within the society, [inaudible 00:11:58] Australian 
society about that entrepreneurial spirit and about sort of kind of a collective push that does better 
work and engenders a better business model. 

Participant #1: 

And I think given with all the other things that are happening in society these days, it could be 
beneficial for society. So that's why I think it's from a philosophical point of view and from moving 
away from tall puppy syndrome, I have to say to Australia that we should be rewarding those that 
seek this and that. And if you can show that in companies and, and it's an enabler for expressing that 
and encouraging or moving away from the Boss and the worker's thing. I think it's a good thing because 
it culturally it'd be better for us. 

Craig West: 

Yep. Okay. What are the negatives? What don't you like about employee share plans? So, what do you 
not find attractive about them? 

Participant #1: 

Complicated. Okay. Really complex and there's not a lot of them around to mogul it off and not a lot, 
not enough people to talk about them. It's not, they're sort of new so you can't go, you can't sort of 
say there's a, there's a, I don't know, an organisation that you can go and talk to different people about 
them and pros and cons. It's sort of like so new in many respects that you sort of, you're at the frontier 
and they're very complex and so the... that's probably the, the negatives is there's not enough, I 
suppose examples in, in, in and around society to, businesses to go and talk to people. Well, what are 
the ups and downs of it? You sort of, you are finding out as you do it. 

Craig West: 

Yeah. 

Participant #1: 

So, I think, I think that, just that, yeah, I mean in time, I think there'd be more businesses that have 
them and you will be able to work it out what, if there's any pit falls or any things that can happen to 
improve them just to sort of body of knowledge that you can refer to. And yeah, just a simplification 
of them and stuff like that. 

Craig West: 
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Yeah, yeah. 

Participant #1: 

That'll happen. I'm sure but at the moment, it's, that's the difficulty communicating them to staff. They 
don't, they don't really understand them. They kind of, you have to do a lot of work to get everybody, 
a lot of advocacy work to get them across the line. They like the idea, but they don't really understand 
it. They, they know it sort of... there's not a general [inaudible 00:08:10] conversation on Twitter or 
anywhere else or online about work and the benefit of working for companies but that have them. 
Those sort of things, you know? 

Craig West: 

Yep. 

Participant #1: 

So, I think that's probably the downside at this stage. The complexity and also, yeah, not a, not a huge 
number of companies around that I've got them that you could go and talk to [crosstalk 00:15:08]. 

Craig West: 

Okay. Any other barriers? 

Participant #1: 

Some of the other barriers would be just when times are difficult financially. You go through hard 
economic times; you can't put a lot of funds into them. You have to hold them back. You can't. There's 
no profit so you can't, you can't actually add money in, so they stall, but that's just something you've 
got to deal with. That's just the nature of business, I suppose. But yeah, that's one of the difficulties. 

Craig West: 

Okay. Anything else? That's, that's the end of the formal management list of questions I've got to go 
through. There anything else you wanted to add or say around employee share plans for succession? 

Participant #1: 

Look, I, that's the one I've opted for because I think it's, even though it's complex, difficult, compare 
compared to selling, I think that hopefully it will enable the current youngest staff, the Gen Xs and the 
Gen Ys that are there that are kind of suddenly cash strapped at the moment because of high 
mortgages and everything and other way of increasing their wealth. So, I think if that can be 
introduced over time, that would be a great one. Because I think, I see them struggle at times with the 
high debt and very difficult lives to live at times. So yeah, that'd be good. 

Craig West: 

Okay. Well, that's been very helpful. Thank you very much. 

Participant #1: 

No worries, Craig. 
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Appendix G – List of Variables 

 

 

Variable Construct 

Name 

Description Independent 

/ Dependent 

Scale Hypothesis 

FTE_scale FTE Full time equivalent employee count (size)  Independent Categorical H2 

Time_ExitplantimingH3 Time Time span for implementing exit option. Independent Categorical H3 

Gender_1 Gender Gender of respondent. Independent Categorical  

Ownership Owner Single or multiple business owners Independent Categorical  

Fam_ExitdiscussfamilylH5 Discuss Discussion on exit options with family Independent Ordinal H5 

Fam_ExitconsiderfamilyInplH5 

Consider Consider exit option as a result of family 

influence 

Independent Ordinal H5 

Fam_ExitchangefamilyInflH5 

Change Change exit option as a result of family 

influence 

Independent Ordinal H5 

Fam_ExitmakefamilyInflH5 

Choose Choose exit option as a result of family 

influence 

Independent Ordinal H5 

AdviserInfluencePartnerH6 Partner Adviser Influence – business partner Independent Ordinal H6 

AdviserInfluenceBizOwnerH6 Owner Adviser Influence – another business owner Independent Ordinal H6 

AdviserInfluenceAccountantH6 Accountant Adviser Influence – accountant Independent Ordinal H6 

AdviserInfluenceLawyerH6 Lawyer Adviser Influence – lawyer Independent Ordinal H6 

AdviserInfluenceBizCoachH6 Coach Adviser Influence – business coach Independent Ordinal H6 



 198 

AdviserInfluenceExitPlanH6 Exitplan Adviser Influence – exit planner Independent Ordinal H6 

AdviserInfluenceBrokerH6 Broker Adviser Influence – business broker Independent Ordinal H6 

AdviserInfluenceFinplannerH6 Finplan Adviser Influence – financial planner Independent Ordinal H6 

AdviserInfluenceFamilyFriendH6 Family Adviser Influence – family or friends Independent Ordinal H6 

Fin_KnowledgeH4 Knowledge Financial knowledge Independent Ordinal H4 

Aware_2items Aware Overall awareness  Independent Ordinal H1 

Proser Professional Professional services Independent Ordinal H2 

Fin ser Financial Financial services Independent Ordinal H2 

Otr ser Other Other services Independent Ordinal H2 

Fin_1  Harvest Financial Harvest Independent Ordinal H4 

Fin_2 Legacy Legacy stewardship Independent Ordinal H4 

ExI_1 FamilyInf Family Influence Independent Ordinal H5 

ExI_2 Adviser Adviser Involvement Independent Ordinal H6 

Typ_1 General General Advice Independent Ordinal H6 

Typ_2 Specialist Specialist Advice Independent Ordinal H6 

Ris_1 Risk Financial Risk Independent Ordinal H6 

Ris_2 High Risk High-Risk financial actions Independent Ordinal H4 

Liquidation/Discontinuance Liquidation Liquidation as an exit option Dependent Ordinal H1-H6 

Family and friends FamFriend Family as an exit option Dependent Ordinal H1-H6 

Sale of database/List SaleList Sale of list as an exit option Dependent Ordinal H1-H6 

Sale to other shareholders Saleshares Sale to other shareholders as an exit option Dependent Ordinal H1-H6 
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Partial sale (retain %)  Partial Partial sale as an exit option Dependent Ordinal H1-H6 

Employee Share Ownership 

Plan (management buyout)  

ESOP ESOP as an exit option Dependent Ordinal H1-H6 

Trade sale Trade Trade Sale as an exit option Dependent Ordinal H1-H6 

Private equity/Venture capital PE PE or VC as an exit option Dependent Ordinal H1-H6 

Strategic sale/Sell to listed co Strategic Strategic sale as an exit option Dependent Ordinal H1-H6 

IPO (listing)  IPO IPO as an exit option Dependent Ordinal H1-H6 

  



 200 

Appendix H – Data analysis tables 

Table H1 Factor and Reliability Analysis for the items used in Financial Harvest and Legacy Stewardship factors 

   
Financial Legacy 

 
Items     Harvest Stewardship   

   
  

 
To generate long-term wealth 

  
0.813  

 
To on-sell the business at a profit 

  
0.774  

 
To earn a high rate of return 

  
0.829  

 
To provide an enjoyable workplace 

  
 0.882 

 
To create a flexible working environment 

  
 0.876 

 

   
  

 

   
  

 
Eigenvalue 

  
1.973  

 
Percentage of Variance explained 

  
39.45  

 
Kaiser-Meyer-Olkin = .678 

  
0.607  

 
Bartlett’s test of Sphericity: 2 = 176.23, df = 10, 

p <.001 
  

  

 
Cronbach's Alpha     0.702 0.71   

 

KMO test was highly significant, indicating that the sampling adequacy was high (KMO = .678) and above the benchmark value of 

0.6, with Bartlett's test of sphericity also being significant (2 = 176.23, df = 10, p <.001). The factors explained 39.45% of the 

variations in the dependent variable. Both factors had a high Cronbach's Alpha Value indicating the data was reliable. 
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Table H2 Factor and Reliability Analysis for the items used for external influence factors 

  
External Family Adviser 

Items   Influence Influence Involvement 

  
   

Consider family input into a business exit decision 
 

0.848 0.848  

Change an exit decision based on family input 
 

0.846 0.846  

Make an exit decision based on family input 
 

0.811 0.811  

Discuss exiting business with family members 
 

0.689 0.689  

I have several trusted advisers and rely on their advice. 
 

0.842  0.842 

I acted on external advice  
 

0.811  0.811 

  
   

Eigenvalue 
 

 3.049  

Percentage of Variance explained 
 

 50.82  

Kaiser-Meyer-Olkin = .761 
 

   

Bartlett’s test of Sphericity: 2 = 295.332, df = 15, p <.001 
 

   

Cronbach's Alpha   0.787 0.82 0.609 

 

The external influence factor had two subfactors, namely: family influence and adviser involvement. The KMO value was high (KMO 

= .761), and Bartlett’s test of sphericity was also significant (2 = 295.332, df = 15, p <.001), indicating the sample size to be adequate. 

Cronbach’s Alpha score for the factors was also good enough for the data to be reliable for these factors. These factors were able to 

explain 50.8% of variations in the dependent variable. 
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Table H3 Factor and Reliability Analysis for the items used for advice-related factors 

   
Advice General  Specialist Informal  Peers External  

Items       Advice Advice Advice   advice 

         

I acted on external advice. 
  

0.938 0.471    0.467 

A business partner/owner 
  

0.849    0.849  

Another businessperson 
  

0.71    0.71  

An accountant 
  

0.726 0.726     

A lawyer 
  

0.789 0.789     

A business coach 
  

0.708   0.708   

A specialist succession or exit adviser 
  

0.653  0.653    

A business broker 
  

0.75  0.75    

A financial planner 
  

0.997  0.458 0.539   

Family or friends 
  

0.796   0.796   

I have several trusted advisers and rely on their advice. 
  

0.984 0.65    0.334 

Selling the business 
  

0.563  0.563    

I have not considered any options at this stage. 
  

0.807     0.807 
         
Eigenvalue 

  
 3.116     

Percentage of Variance explained 
  

 23.97     

Kaiser-Meyer-Olkin = .671 
  

      

Bartlett’s test of Sphericity: 2 = 299.869, df = 78, p <.001 
  

      

Cronbach's Alpha     0.709 0.683 0.564 0.557 0.486 0.514 
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The KMO for these factors were also above 0.6 (KMO = .671) with a significant result for Bartlett’s test of sphericity (2 = 299.869, 

df = 78, p <.001). After elimination of items that were cross loaded into more than one factor, a total of two final subfactors were 

derived and were named Typ_1 and Typ_2. Overall, the advice factor explained 23.97% of the dependent variable's variations with 

high reliability (α = .709). 
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Table H4 Factor and Reliability Analysis for the items used for Risk Factor 

  
Risk High Criteria Retire 

Items 
 

Factors Risk Advice funding 

      
Co-signing a new loan for a friend 

 
0.782 0.782 

  
Lending a friend an amount equivalent to monthly income 

 
0.672 0.672 

  
Spending money impulsively 

 
0.635 0.635 

  
Investing in a business that has a good chance of failing 

 
0.994 0.565 0.429 

 
Taking a day's income to play poker machines at a 

casino 
 

0.904 0.489 
 

0.415 

I am confident to make strategic decisions 
 

0.744 
 

0.744 
 

Overall knowledge about financial matters 
 

0.743 
 

0.743 
 

Taking a job where you get paid exclusively on 

commission 
 

0.479 
 

0.479 
 

Investing 10% of income in a speculative share 
 

0.465 
 

0.465 
 

Relying on Family 
 

0.761 
  

0.761 

Selling financial assets 
 

0.625 
  

0.625 

A government pension 
 

0.552 
  

0.552 

Betting a day's income at the races 
 

0.722 0.347 
 

0.375 

      
Eigenvalue 

 
3.042 2.214 1.971 1.695 

Percentage of Variance explained 
 

23.4 36.9 39.41 33.91 

Kaiser-Meyer-Olkin = .729 
     

Bartlett’s test of Sphericity: 2 = 283.208, df = 78, 

p <.001 
     

Cronbach's Alpha   0.706 0.632 0.604 0.448 

 

After the removal of items being cross loaded into more than one factor, a total of two 

subfactors were derived from the Risk Factor with the name of Ris1 and Ris2. The 

Risk factor was able to explain 23.4% of the variation in the dependent variable and 

had high sampling adequacy as shown by KMO (KMO = .729) and a significant result 

for Bartlett's test of sphericity (2 = 283.208, df = 78, p <.001). The results were also 

reliable as the risk factor had a high Cronbach's Alpha value (A = .706).  
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Normality for Predictors 
 

Table H5 Test of Normality for Predictors 

      

Kolmogorov-Smirnov Test of 

Normality 

Items M SD Statistic df p-value 

Full-Time Employees 3.53 3.13 0.267 183 p<.001 

Annual Turnover 4.86 1.63 0.233 184 p<.001 

Age 5.21 1.06 0.190 182 p<.001 

Age of Business 11.38 1.73 0.221 184 p<.001 

Time Before Exit Commenced 3.26 1.08 0.201 143 p<.001 

Fin_1 (H4) Factor 11.40 2.94 0.147 184 p<.001 

Fin_2 (H4) Factor 7.31 2.08 0.200 184 p<.001 

Ris_1 (H4) Factor 27.15 5.65 0.102 184 p<.001 

Ris_2 (H4) Factor 9.60 3.37 0.152 184 p<.001 

Exl_1 (H5) Factor 7.94 3.58 0.171 144 p<.001 

Exl_2 (H5) Factor 6.54 2.10 0.121 144 p<.001 

Typ_1 (H6) Factor 31.72 8.40 0.056 144 p = 0.200 

Typ_2 (H6) Factor 11.35 3.89 0.082 144 p = 0.018 

 

The results showed that all variables except for Typ_1 (H6) Factor are not normally 

distributed. However, by looking at the Typ_2 (H6) Factor variable histogram chart, it 

is evident that this variable is also approximately normally distributed. Therefore, non-

parametric tests will be applied for these variables to test their associations with other 

variables. On the other hand, parametric tests will be used for Typ_1 and Typ_2 

variables as they are approximately normally distributed. 
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Table H6 Chi-Square Test – Turnover and Age Group 

  Age Group 

  28-37   38-47   48-57   58-67   68-77   78-87 

Turnover f %   f %   f %   f %   f %   f % 

$1mil–

$1.9 mil 
2 15.40%   5 17.20%   14 21.50%   11 19.30%   5 29.40%   0 0.00% 

$2mil–

$4.9 mil 
5 38.50%   10 34.50%   24 36.90%   13 22.80%   7 41.20%   0 0.00% 

$5mil–

$9.99 mil 
3 23.10%   3 10.30%   10 15.40%   12 21.10%   0 0.00%   0 0.00% 

$10mil–

$24.99 

mil 

1 7.70%   5 17.20%   11 16.90%   8 14.00%   2 11.80%   0 0.00% 

$25mil–

$49.99 

mil 

1 7.70%   5 17.20%   4 6.20%   5 8.80%   2 11.80%   0 0.00% 

$50mil–

$99.99 

mil 

1 7.70%   0 0.00%   2 3.10%   2 3.50%   1 5.90%   0 0.00% 

$100mil 

or over 
0 0.00%   1 3.40%   0 0.00%   6 10.50%   0 0.00%   1 100% 

Note: Chi-Square test is significant 2 (30) = 45.093, p < .05 

 

There was a significant association between age and turnover (2 (30) = 45.093, p < 

.05). 77% of the respondents aged 28–37 years have turnover less than $10 million 

(N = 10). A total of 58 respondents had a turnover of greater than $10million. Out of 

these, approximately 5% were 28–37 years of age (N = 3), approximately 19% were 

38–47 years of age (N = 11), approximately 22% were 48–57 years of age, and 

approximately 36% were 58–67 years of age (N = 21). This shows that older people 

are more likely to have a business with over $10 million annual turnover. 
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Figure H1 Association between annual turnover and age group 

 

Table H7 Chi-Square Test – Turnover and type of business. 

  Type of Business 

 

Independent  Branch (Controlled)  
Subsidiary (distinct 

entity)  

Turnover f %   f %   f % 

$1mil–$1.9 mil 
37 20.80%  1 100.00%  1 20.00% 

$2mil–$4.9 mil 
56 31.50%  0 0.00%  3 60.00% 

$5mil–$9.99 mil 
28 15.70%  0 0.00%  0 0.00% 

$10mil–$24.99 mil 
27 15.20%  0 0.00%  0 0.00% 

$25mil–$49.99 mil 
16 9.00%  0 0.00%  1 20.00% 

$50mil–$99.99 mil 
6 3.40%  0 0.00%  0 0.00% 

$100mil or over 
8 4.50%   0 0.00%   0 0.00% 

Note: Chi-Square is not significant (2 (12) = 7.562, p = .818) 

 

The chi-square test result indicates that there is no difference in annual turnover based 

on the type of business (2 (12) = 7.562, p = .818). The majority of all business types 

have an annual turnover of less than $10 million. 
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Figure H2 Association between turnover and type of business 

 

Table H8 Chi-Square Test – Turnover and Business Ownership 

  Business Ownership 

 
Single Owner 

 
Multiple Owners 

Turnover f %   f % 

$1mil–$1.9 mil 
18 31.60%  21 16.50% 

$2mil–$4.9 mil 
23 40.40%  36 28.30% 

$5mil–$9.99 mil 
8 14.00%  20 15.70% 

$10mil–$24.99 mil 
4 7.00%  23 18.10% 

$25mil–$49.99 mil 
3 5.30%  14 11.00% 

$50mil–$99.99 mil 
1 1.80%  5 3.90% 

$100mil or over 
0 0.00%   8 6.30% 

Chi-Square is significant (2 (6) = 14.922, p < .05) 

 

Chi-square test shows a significant association between annual turnover and type of 

business ownership (2 (6) = 14.922, p < .05). Approximately 14% of the single 

ownership businesses have an annual turnover of $10 million or more (N = 8). On the 
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other hand, approximately 39% of the businesses with multiple owners have annual 

turnover of $10 million or more (N = 50). It indicates that multiple ownership 

businesses are more likely to have higher annual turnover than single ownership 

businesses. 

 

Figure H3 Association between annual turnover and business ownership 

 

Table H9 Difference in Turnover Based on Gender 

  Turnover 

Gender N Median U p-value 

Male 168 4 
723.00 0.014 

Female 14 3.5 

 

A Mann-Whitney U test was performed to determine any annual turnover difference 

between male and female business owners. The results indicated male owners had a 

significantly higher annual turnover (Mdn = 4) compared to female owners (Mdn = 3.5), 

U = 723.0, p = .014). The result shows that males have an average annual turnover 

between $2 and $4.9 million. In comparison, females have an average annual turnover 

between$1 and $2 million. 
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Table H10 Kruskal-Wallis Test between Age and Non-Normal Factors 

Variables 
Age 

Group 
N Mdn 

Kruskal 

Wallis 
p-value 

Fin_1H4 

28-37 13 12 

2.458 0.652 

38-47 29 13 

48-57 65 13 

58-67 57 12 

68-77 17 13 

Fin_2H4 

28-37 13 8 

2.593 0.628 

38-47 29 8 

48-57 65 8 

58-67 57 8 

68-77 17 7 

ExI_1H5 

28-37 13 6 

13.951 0.007 

38-47 29 6 

48-57 65 6 

58-67 57 9 

68-77 17 8 

ExI_2H5 

28-37 11 8 

6.47 0.167 

38-47 19 6 

48-57 52 6 

58-67 50 7 

68-77 11 6 

Ris_1H4 

28-37 13 28 

7.044 0.134 

38-47 29 29 

48-57 65 27.5 

58-67 57 24.5 

68-77 17 27 

Ris_2H4 

28-37 13 9 

6.643 0.156 

38-47 29 10 

48-57 65 9 

58-67 57 7.5 

68-77 17 9 
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Kruskal-Wallis test was performed to determine any significant difference in the factor 

values for different age groups. The results showed that the Kruskal-Wallis test was 

only significant for the Exl_1 factor as age group 58-67 had a significantly higher 

median value (Mdn = 9) compared to all other groups, Kruskal-Wallis H = 2.458, df = 

4, p < .01). All other Kruskal-Wallis tests were insignificant (p > .05). 

 

Table H11 ANOVA between Typ_1 and Typ_2 with Age 

Variable Age N M SD F (4,178) p-value 

Typ_1H6 

28–37 13 31.08 14.63 

1.178 0.322 

38–47 29 23.00 16.33 

48–57 65 25.23 13.18 

58–67 57 27.47 12.34 

68–77 15 22.93 15.35 

Variable Age N M SD F (4,138) p-value 

Typ_2H6 

28–37 11 13.36 4.48 

1.946 0.106 

38–47 19 12.37 2.93 

48–57 52 10.58 3.93 

58–67 50 11.46 3.70 

68–77 11 10.09 4.37 

Note: M = Mean; SD = Standard Deviation 

 

A one-way ANOVA shows no difference in Typ_1, and Typ_2 factor scores for 

different age groups as both ANOVA tests were insignificant (p > .05). 
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Table H12 Difference in Non-Normal Factor Scores Based on Genders 

Variable Gender N Mdn U p-value 

Fin_1H4 
Male 168 12 

1088.5 0.642 
Female 14 12.5 

Fin_2H4 
Male 168 8 

757.0 0.025 
Female 14 8.5 

ExI_1H5 
Male 168 7 

940.5 0.209 
Female 14 9 

ExI_2H5 
Male 131 7 

564.0 0.103 
Female 12 5 

Ris_1H4 
Male 168 32 

948.5 0.229 
Female 14 27.5 

Ris_2H4 
Male 168 12 

931.5 0.193 
Female 14 10 

Note: Mdn = Median 

 

Mann-Whitney U test was only significant for Fin_2 variable and indicated that females 

have a significantly higher Fin_2 scores (Mdn = 8.5) compared to males (Mdn = 8.0), 

U =757.0, p < .05. On the other hand, all other Mann-Whitney U tests were insignificant 

(p > .05). 
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Table H13 Difference in Typ_1 & Typ_2 Factor Scores Based on Gender 

  Male   Female     

Variable M SD   M SD t value p-value 

Typ_1 25.80 14.05  25.79 13.24 0.004 0.997 

Typ_2 11.54 3.87   9.42 3.87 1.823 0.070 

 

Since these two factors were approximately normally distributed, independent 

samples t-test was performed to determine if there is any significant difference 

between males and females for these factor scores. Levene's test for equality of 

variance was not significant, which indicated that variances are equal across groups. 

However, the t-test for both variables was not significant, indicating that there is no 

difference in the factor scores for Typ_1 and Typ_2 factors based on gender (p > .05). 
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Table H14 Tolerance and VIF Values for Variables 
 

Variables Tolerance VIF 

1-AwarenessH1 0.843 1.186 

2-Ownership 0.794 1.259 

3-Turnover 0.407 2.456 

4-# of Employees 0.408 2.452 

5-Age Group 0.797 1.255 

6-Business Age 0.731 1.369 

7- Exit Commencement Time 0.843 1.186 

8-Fin_1H4 0.879 1.137 

9-Fin_2H4 0.902 1.109 

10-Ris_1H4 0.279 3.581 

11-Ris_2H4 0.288 3.47 

12-ExI_1H5 0.721 1.387 

13-ExI_2H5 0.28 3.575 

14-Typ_1H6 0.303 3.3 

15-Typ_2H6 0.209 4.777 

 

Table H14 shows the tolerance and VIF values. This table presents valuable 

information to assess the assumption of multicollinearity using ordinary least squares 

regression. Most of the predictor variables are either uncorrelated or have low 

correlation, and the Tolerance value for all predictor variables is greater than the 

benchmark value of 0.2. Also, the VIF values for all variables are less than 5.0. It 

indicates that there is no issue of multicollinearity in our predictors. 
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Appendix I – ABS Business breakdown by industry table 

 

Industry Frequency % 

   

Agriculture, Forestry and Fishing 173,932 7.32% 

Mining 8,045 0.34% 

Manufacturing 86,428 3.64% 

Electricity, Gas, Water and Waste Services 7,376 0.31% 

Construction 394,575 16.61% 

Wholesale Trade 81,627 3.44% 

Retail Trade 132,835 5.59% 

Accommodation and Food Services 95,301 4.01% 

Transport, Postal and Warehousing 189,982 8.00% 

Information Media and Telecommunications 23,249 0.98% 

Financial and Insurance Services 211,644 8.91% 

Rental, Hiring and Real Estate Services 259,290 10.91% 

Professional, Scientific and Technical Services 294,471 12.39% 

Administrative and Support Services 96,249 4.05% 

Public Administration and Safety 7,922 0.33% 

Education and Training 33,055 1.39% 

Health Care and Social Assistance 141,628 5.96% 

Arts and Recreation Services 29,743 1.25% 

Other Services 102,053 4.30% 

Currently Unknown 6,348 0.27% 

All Industries 2,375,753 100% 
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