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ABSTRACT 

The purpose of this research is to describe the profile of the small medium family-owned 

business in east Java Indonesia. A total of 381 small-medium family-owned business in the East 

Java are used as research respondents. These respondents were selected using the proportional 

cluster random method to ensure that all of the predetermined areas in East Java were 

proportionally represented. The profile of respondents (owners) described by the research 

instrument includes the respondent’s personal identity. The characteristics identified to 

determine the respondents’ company condition. The family member’s involvement in the 

business is also described.  

The result showed that male respondents dominate the gender characteristics by 61.9%. The age 

characteristic indicates that 32.5% of the respondents are between 30-39 years and the most 

respondents (40.9%) are senior high school graduates. 57.3% of the surveyed companies are 

established in the last 10 years. The three most common business sectors in this research are 

hotel and restaurants (53%), followed by the manufacture and other services (16.8%). This 

research indicates that 81.1% of the surveyed companies were established by the current business 

owner. A total of 70.3% of the said companies have one dominating figure and 43% of these 

businesses involve nuclear family members, whereas 49% of the companies involve extended 

family members. 44.9% of these family members have management-level positions and 45.9% 

have staff-level positions. 

Keywords: profiling, small medium family-owned business. 
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INTRODUCTION 

Family businesses have been crucial features of the business landscape for centuries and 

remain important today in the entire world.  As for example, the importance of family business is 

well recognized and has become the backbone Asia’s economy. It is recorded that half of the 

listed family owned business and 32% of its total market capitalization is equal to 34% of total 

Asian Gross Domestic Product (GDP). Furthermore, a family business in Asia continues to be a 

crucial source of private wealth creation and remains a key player in strategic industries, 

financial markets, and commercial activities in the region. As shown in the finding of Credit 

Suisse (2011), the total market capitalization of Asian family business has increased six-fold at a 

compound annual growth rate (CAGR) of 21.3% between 2000 and 2010, indicating the 

entrepreneurial drive of an early-stage family business to seek growth opportunities through 

fund-raising in the capital markets after the Asian financial crisis (Credit Suisse, 2011).  In Asia, 

many family businesses are first generation companies which history can be traced back to their 

entrepreneurial origins in the period after the Second World War.  

In Indonesia as well, the role of family business is important, as the existence of family 

business (FB) affects the economic condition of the nation. The amount of total tax contribution 

borne by family business in 2009 was 10%. Additionally, family business contributes as much as 

60% of the total corporate hiring in terms of employment (Credit Suisse, 2011). This fact is 

generated from listed family business, while the fact of small medium family-owned business is 

quite difficult to find. Therefore, the purpose of this study is to find out and provide the profile of 

small medium family-owned business particularly in East Java province of Indonesia. This study 

is important to be conducted because the findings will add new data, information, and knowledge 

on the subject of small medium family-owned business. This is beneficial since there is a limited 

amount of such data in Indonesia. 

LITERATURE REVIEW 

The importance of discussion on family business has grown significantly, started from the 

modest beginnings to a substantial conceptual and theoretical body of knowledge (Lussier & 

Sonfield, 2010). At the same time, it is important to discuss the small-medium company, because 

its development is essential for any country (Abouzeedan & Busler, 2004). Small medium 
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company triggers the existence of the large company. The small company is not merely a smaller 

form of a large company. There are several fundamental differences between the small-medium 

company and large company, including organizational structure, external environment response, 

managerial style, and competitive response (Man, Lau, & Chan, 2002). Most studies focus on the 

large company, but these differences suggest that more researchers on small-medium company 

need to be conducted. 

Almost 90% of the small-medium companies in Indonesia are owned by families. This fact 

is in line with the characteristics of a small-medium company in Indonesia, as stated by the 

Department of Cooperative and SMEs of East Java on their website. The characteristics are: (1) 

Independent management – there is no barrier between the owner and the management, because 

the owner is mostly family member; (2) Owners act as managers; (3) Capital is provided by a 

single owner or a small group of stakeholders; (4) Local operational area – most companies 

operate within their local area, although some small-medium companies export their goods to 

trading partners’ countries; (5) Small company size in terms of total assets, number of 

employees, and facilities.  Discussing small-medium company is considered the same as 

discussing small medium family-owned business. 

There are four life cycles in a family business – entrepreneurship, growth, governance, and 

maturity (Credit Suisse, 2012). As the first stage, the Entrepreneurship stage indicates strong 

family dominance, particularly in small-medium company. The Growth stage refers to a phase in 

which the family business experiences multiple forms of growth, such as sales growth and 

production location expansion, while maintaining a small company stature. The Governance 

stage is a stage where a company develops into a large-scale company. At this stage, the 

involvement of non-family members is higher and sometimes results in agency cost. The last 

stage of maturity refers to a condition in which the family business is stagnant and in need of 

rejuvenation. Based on these definitions, the stages of the small medium family-owned business 

discussed in this study lie in the Entrepreneurship and Growth stages. 

Profiling commonly used to describe the characteristics of something (person, market, 

industry, etc) to understand, assess or predict the conditions to be used for many purposes. One 

study conducted by Diamantopoulosa, Schlegelmilchb, Sinkovics, & Bohlen, (2003) explore 

whether socio-demographics have a role to profiling green customers. By understand the profile 
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of green customers, it can then be saved and used in further retrievals.  Other studies by Jackson, 

(2009) do profiling of industry-relevant management. The findings of that  study are used by the 

the business school to design undergraduate programs more aligned to industry requirements and 

take effectual action to bridge the graduate skill gap. Law, Cheung, & Lo, (2004) studies the 

profile of Hong Kong traveler’s perceptions of the importance of travel activities. The findings 

of that study suggest the destinations should concentrate their efforts on the right marketing 

strategies. Briefly stated that conducted profiling of certain things beneficial for many purposes 

specifically to take the appropriate action.  

METHODS 

The population of this research is small-medium companies in East Java Java, specifically from 5 

areas which determined as an economic backbone of East Java. These 5 areas are: Gresik, 

Mojokerto, Surabaya, Sidoarjo and Lamongan. The number of samples is calculated 

proportionally based on the percentage population in each area. The total population in this 

research is 63,319. Using the approach of Krejcie and Morgan (1970), the amount of sample size 

from the population 63,319 is 381 respondents with 5% margin of error. The survey is conducted 

by distributing questionnaires that contain the characteristics of respondents include: (1) the 

respondent’s personal identity; which contains name, business name, business address and 

telephone number; (2) age; (3) gender; and (4) the respondents’ last education. The 

characteristics identified to determine the respondents’ company condition are: (1) the 

company’s year of establishment; (2) the total number of employee; and (3) the business 

sector.  The family member’s involvement in the business is identified using: (1) the 

company’s founder; (2) the number of family members involved in the business; (3) the 

status of the family members involved; (4) the family members’ roles in the business; and 

(5) businesses established using the respondent’s company profit as stated at the time of 

survey. The descriptive analysis is used to determine the characteristics of the respondents is 

measured using the indicators asked in the questionnaire. Descriptive statistics is used as analysis 

technique in order to get an overview of the data obtained from samples 

FINDINGS AND DISCUSSION 

The respondents in this research are small and medium family business owners in the five 

regions within the province of East Java in Indonesia. The total sample size for this research 

is 381 people. From the distributed 381 research instruments, 381 are completed and 
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returned. The characteristics identified in three areas as describe in the following tables. 

Based on the initial analysis, the respondents’ characteristics and companies can be defined 

as follows: 

 Table 1.1 
Personal Characteristics of the Respondents 

 

 

 

 

 

 

 

 

 

 

 

 
Source: 

Processed 

primary data  

Table 1.1 

shows the 

respondents’ 

characteristics 

by gender, age 

and last education. Male respondents dominate the gender characteristics by 61.9%, whereas the 

female respondents amount to 38.1% of the total sample. This sample defines the population 

where male contributes more to the economics through small and medium business ownership. 

No Background Information  Respondents  

Frequency  Percentage  Cumulative 
Percentage 

1 Gender    

 Male 236 61.9 61.9 

 Female 145 38.1 100.0 

2 Age    

 19-29 56 14.7 14.7 

 30-39 124 32.5 47.2 

 40-49 113 29.7 76.9 

 50-59 60 15.7 92.6 

 60-69 23 6.0 98.6 

 70-79 5 1.4 100.0 

3 Owner’s Last Education    

 Primary School (SD) 24 6.3 6.3 

 Junior High School (SMP) 50 13.1 19.4 

 Senior High School (SMA) 156 40.9 60.3 

 Vocational (D3) 15 3.9 64.2 

 Under Graduate (S1) 120 31.5 95.7 

 Master (S2) 14 3.7 99.4 

 Ph.D (S3) 2 0.6 100.0 
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The age characteristic indicates that 32.5% of the respondents are between 30-39 years, followed 

by 29.7% respondents between 40-49 years, and 15.7% respondents between 50-59 years. 

Additionally, 29.7% respondents are between 19-29 years, 6% are between 60-69 years, and the 

lowest percentage of 1.4% belongs to respondents between 70-79 years.  

Based on the table, as much as 92.6% respondents are business owners in the productive 

age range between 19 to 59 years. The data shows that most respondents (40.9%) are senior high 

school graduates; 31.5% are undergraduates; 13.1% are junior high school graduates; 6.3% of the 

respondents graduate from primary schools; and as much as 3.9% respondents are vocational 

graduates. Only 3.7% respondents have a Master’s degree and a mere 0.6% of the total 

respondents have a Doctoral degree (Ph.D). Only 19.4% respondents take up primary education 

(which includes a primary school and junior high school), 39.7% of the respondents take up 

tertiary education, and the remainder only has secondary education. The condition of the 

company discussed in table 1.2 below. 

Table 1.2 
The Condition of the Companies  
No Background Information  Respondents  

Frequency  Percentage  Cumulative 
Percentage 

1 Year of Establishment    

 1945-1955 3 0.8 0.8 

 1956-1965 2 0.5 1.3 

 1966-1975 7 1.8 3.1 

 1976-1985 22 5.8 8.9 

 1986-1995 31 8.1 17 

 1996-2005 98 25.7 42.7 

 2006-2015 218 57.3 100.0 

2 Number of Employees    

 0 34 8.9 8.9 

 1-5 253 66.4 75.3 

 6-10 58 15.2 90.5 
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No Background Information  Respondents  

Frequency  Percentage  Cumulative 
Percentage 

 11-15 

16-20 

25 

1 

6.6 

0.3 

97.1 

97.4 

 20>x<99 10 2.6 100.0 

3 Business Sector    

 Mining and Exploration 1 0.3 0.3 

 Manufacture 77 20.2 20.5 

 Construction 20 5.2 25.7 

 Hotel and Restaurant 202 53.0 78.7 

 Transportation 11 2.9 81.6 

 Financial 6 1.6 83.2 

 Other services 64 16.8 100.0 

Source: Processed primary data  

57.3% of the surveyed companies are established in the last 10 years, suggesting their 

relatively new existence. Only 8.9% of the companies have been operating for more than 30 

years. 66.4% of the surveyed companies have one to five employees, whereas 15.2% have 

between six to ten employees. A mere 8.9% have zero employees and only 2.6% have 20 to 99 

employees. The three most common business sectors in this research are hotel and restaurants 

(53%), followed by manufacture  (20.2%), and other services (16.8%). The hotel and restaurant 

sector is comprised of the entire lodging and small-scale food businesses, such as food stalls, 

diners, et cetera. The manufacture section is defined as businesses which process raw materials 

into finished goods sold in markets or to marketing agents. This definition also includes 

companies that manufacture intermediate goods to be further processed by large companies. 

Subsequently, ‘other services’ refers to services apart from those rendered for transportation and 

finance, such as beauty shop, educational service, tailor, et cetera. The next table will describe 

the family members’ involvement in the family business.  

Table 1.3 
Family Members’ Involvement  
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No Background Information  Respondents  

Frequency  Percentage  Cumulative 
Percentage 

1 Company Founder    

 Grandparent(s) 10 2.6 2.6 

 Parent(s) 62 16.3 18.9 

 Current Owner(s) 309 81.1 100.0 

2 Number of Family Members 
Involved in the Business 

   

 1 268 70.3 70.3 

 2 55 14.4 84.7 

 3 26 6.8 91.5 

 4 10 2.6 94.1 

 5 12 3.1 97.2 

 6 4 1.0 98.2 

 >7 6 1.8 100.0 

3 Position in the Company    

 Management 171 44.9 44.9 

 Staff 175 45.9 90.8 

 Both 35 9.2 100.0 

4 Status of Family Members 
Involved in the Business 

   

 Nuclear Family 164 43.0 43.0 

 Extended Family 186 49.0 92.0 

 Both 31 8.0 100.0 

5 Other Business Ownerships    

 Yes 94 24.7 24.7 

 No 287 75.3 100.0 

Source: Processed primary data  

This research indicates that 81.1% of the surveyed companies were established by the 

current business owner. As much as 16.3% of the companies were established by the current 

owner’s parents and the remaining 2.6% were established by the current owner’s grandparents. 
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The result indicates that the family businesses in the province of East Java have a relatively low 

sustainability level. Since all of the surveyed companies indicate the involvement of family 

members in the business, it can be concluded that the companies are family businesses.  

A total of 70.3% of the said companies has one dominating figure, whereas 14.4% have 

two. A mere 5.9% of the surveyed companies involve more than five family members. 43% of 

these businesses involve nuclear family members, whereas 49% of the companies involve 

extended family members. Only 8% of the companies involve both nuclear and extended family 

members in the business. 44.9% of these family members have management-level positions and 

45.9% have staff-level positions. Moreover, only 9.2% of the aforementioned companies have 

family members in both management and staff level position. Lastly, this research discovers that 

only 24.7% of the surveyed companies have other businesses established using the profit from 

the current business. The remaining 75.3% do not own any other business outside the surveyed 

company. The research also proves that only 24.7% of the family businesses develop the 

company by opening another business.  

The outcome of this study provides an overview on the family-owned SMEs in the East 

Java region of Indonesia. These finding could be used for further analysis for any kind of 

purposes. To gain a deeper understanding of family business, develop related programs for the 

sustainability of the family business, both by the the government and higher education or simply 

for any further research. 

CONCLUSION 

This research finds out several characteristics such as: the gender of the business owner 

dominated by male, then 32.5% of the respondents are between 30-39 years, 40.9% are senior 

high school graduates. 57.3% of the surveyed companies are established in the last 10 years, and  

only 8.9% of the companies have been operating for more than 30 years. 66.4% of the surveyed 

companies have one to five employees. The three most common business sectors in this research 

are hotel and restaurants (53%), followed by manufacture  (20.2%), and other services (16.8%).  

This research indicates that 81.1% of the surveyed companies were established by the current 

business owner. A total of 70.3% has one dominating figure. 43% of these businesses involve 

nuclear family members, whereas 49% of the companies involve extended family members. 

44.9% of these family members have management-level positions and 45.9% have staff-level 
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positions. Lastly, this research discovers that only 24.7% of the surveyed companies have other 

businesses established using the profit from the current business.  
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