




DIKTI  ACCREDITED  SK  NO.  30/E/KPT/2018 ISSN: 1693-5241 319

Eliciting Family Business Owners Attitude and Professionalism Towards Business Performances

ELICITING FAMILY BUSINESS OWNERS ATTITUDE
AND PROFESSIONALISM

TOWARDS BUSINESS PERFORMANCES

Liliana Dewi
Eko Budi Santoso
Kazia Laturette

Denny Bernardus Kurnia Wahjudono
Universitas Ciputra Surabaya, Indonesia

Abstract: This study is eliciting a family business of family business owners’ attitude and
professionalism towards business performances. To analyze the results, we used a method
of Multiple Regression statistical software applied to data from 48 Indonesian family busi-
nesses. The first important contribution of this work is that Family Business Owners Atti-
tude increase Business Performances increase too. The second contribution is that Profes-
sionalism increase Business Performances increase also. Finally, the third contribution of
this work is that Owner Responsibilities influence on the performance of family businesses.
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Business is about running an
enterprise with the main pur-
pose of gaining profits (Dan
Jakfar, 2012). It is common
to see a business being run
by several family members,
both by the nuclear family
and the extended family.
According to Aronoff &
Ward (1995), a company is
classified as a family busi-
ness when two or more fam-
ily members oversee the
company’s finances. A typi-
cal difference between a
family business and other
types of business is that a

family business passed the company’s leadership
and control to the family’s next generation. The role
of a family enterprise is very dominant in the busi-
ness world. This makes the subject of family busi-
ness always interesting to be explored.

In Indonesia, family businesses have a strate-
gic role and contribution to the economy. 95% of
companies in Indonesia are owned by families. Ac-
cording to PWC in TS (2016), the turnover of fam-
ily businesses in Indonesia reaches US$ 5-10 mil-
lion, while their total wealth reaches US$ 134 bil-
lion. The existence of family businesses contributes
to around 25 percent of Indonesia’s Gross Domes-
tic Product (Pratiwi, 2016). Some examples of suc-
cessful family businesses in Indonesia include
Djarum Group, PT Gudang Garam Tbk., Salim
Group, Sinar Mas Group, Ciputra Group, and many
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more. However, the economy in Indonesia is not
only supported by the emergence of the large and
successful family business, but also supported by
the small and medium family businesses in the field
of culinary, retail, and others.

In the development of family business, some
capabilities must be acquired so that the family busi-
ness can continue to survive for a long period, and
can be continued by the next generation(s). Unfor-
tunately, there is a high threat of unsustainability in
a family business; some family businesses were not
able to pass down the company to the next genera-
tion. In Indonesia, only 30% of family businesses
successfully relegated the business to the second
generation. Of these, there is only about 10 - 15%
chance of success in passing the company to the
third generation, and only about 3-5% of business
able to pass the company from the third generation
to the fourth generation (Bachdar, 2016).

The capabilities that must be developed in the
family business includes professional governance,
main duties, owner responsibilities, and professional
activity. This is in accordance with the results from
research entitled “Development of Education and
Learning Entrepreneurship.”. The study examined
whether professionalism, ownership as a resource,
active governance, and basic duties were the fac-
tors that affect ownership behaviors. The study
found indicators that build into new variables in re-
lation to ownership behavior, professional gover-
nance, main duties, owner responsibilities, and pro-
fessional activity.

Professional governance, main duties, owner
responsibilities, and professional activity are indeed
new variables of ownership behavior. Yet, it still
unknown whether these four factors affect the per-
formance of a family business. Previous research
also suggested doing further research to examine
the influence of these four factors to the family
business’s performance.

Thus, this research aims to explore the influ-
ence of professional governance, main duties, owner
responsibilities, and professional activity to the per-
formance of the family business.

THEORY AND HYPOTHESES
Family Business

Family ownership can be defined as “those in
which the founder or a member of his or her family
by either blood or marriage is an officer, Director,
or the block holder, either individually or as a group”
(Ilmas, Tahir, & Asrar-ul-Haq, 2018). Anderson and
Reeb (2003) described that 75% Standard & Poor’s
500 companies are owned by families. La Porta et
al. (1999) stated the definition of “large” sharehold-
ers as someone who “ directly or indirectly holds
more than 10% of a firm’s Shares”. Family-owned
firms captured the dominant position by appointing
the family members in the top position of firms
(Bennedsen, Pérez-González, &Wolfenzon, 2010).

Romano, Tanewski, & Smyrnios (2001) found
that family businesses derive their funding from sev-
eral, even a multiple of sources. In addition, deci-
sions regarding the type of finance are based on a
complex array of social, behavioral, and financial
factors. Neubauer and Lank (1998) stated that busi-
ness ownership, independence, and family are in
control of the factors that affect owners’ financing
decisions. Storey (1994) stated that small business
owners tend to use short-term debt as their major
sources of finance because they were strongly op-
posed to sharing the company’s ownership. Accord-
ing to Kotkin (1984), the use of venture capital as a
source of capital raises the fears of losing control.
Hutchinson (1995) also pointed out that owners/
managers who have a strong desire to retain con-
trol of the firm “may actively place limits on the use
and growth of equity.”

According to Alexandra (2012), the main fo-
cus of a company is to construct human capital in
family businesses. Having a well-constructed hu-
man capital will contribute to the company’s suc-
cess, including:
1. Human capital in family businesses, involving

not only knowledge, skills, and abilities, but also
individual attitudes and motivation.

2. Family businesses can achieve goals and sus-
tain over time with an alignment of interests
between individual human capital and organi-
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zational goals. These conditions will vary, de-
pending on whether the external environment
is static or dynamic.

3. Focus on the individual level as well as on the
(predominant) group and organizational level
constructs.

The role of business within society has changed
dramatically in recent years. In the past, it was about
developing a business together with the family. To-
day, it is about preparing the family to run the busi-
ness. And in the future, it will be about ensuring that
there is a future for both the business and the fam-
ily. Transformation of operations and financial are
given to any corporation that hopes to survive from
the trauma of competing in the post-liberalization
market-place. It is the family’s responsibility to ini-
tiate and implement the changes that are involved.
Essentially, the family needs to prevent any con-
flicts between the rules, messages, and expecta-
tions for each behavior in the system that weaken
the business. A series of vital roles have to be played
by the business to make sure that the family busi-
ness survives. The involvement of family members
in managing the business must shift from manage-
ment to influence, from exercising the powers of
the executive to invoking the rights of the share-
holder. An owner should be able to distinguish be-
tween managing their wealth and managing the busi-
ness (Bhat, Shah, & Baba, 2013).

Ownership Behavior, attitude, and profession-
alism

In a study entitled “Development of Education
and Learning Entrepreneurship” (Bernardus, Utami,
and Dewi, 2018), they pointed out several indica-
tors that lead to an emergence of new variables,
which are ownership behavior, professional activ-
ity, owner responsibilities, professional governance,
and main duties.

Factors related to professional activity corre-
lates to the owner’s responsibilities, as well as the
rights and authority of the owner. Factors of owner
responsibilities are associated with the enthusiasm
of the owner, the willingness of the owner to pro-
vide resources and information about the company,

to keep investment going, to develop the business
sustainability, to expand the business progress, and
to attend the meeting regularly. These indicators are
in accordance with a research conducted by
Raymond, Marchand, St-Pierre, Cadieux, & Labelle
(2013) entitled “Dimensions of Small Business Per-
formance from the Owner -Manager’s Perspec-
tive: A Re-Conceptualization and Empirical Valida-
tion. “. The study indicated that the owner of the
family business should have skills that enhance their
personal, economic, and sustainability performance.
The indicators are mostly related to the aspect of
professional activity and owner responsibilities.

The aspect of professional governance is as-
sociated with the owner’s consistency, the owner’s
key role, the owner ’s involvement, and the
company’s operational management. Jones,
Macpherson, & Thorpe (2010) in “Learning in
Owner-Managed Small Firms: Mediating Artefacts
and Strategic Space” found a similar finding. Ac-
cording to these researchers, the willingness and
ability of the owners in creating systems, procedures,
and other matters that are related to corporate re-
flexivity can affect the performance of the family
business. Creation of systems, procedures, and other
matters related to the reflexivity of the company
requires issues related to professional governance.

The elements of the main duties are associated
with the owner’s knowledge of profit, the average
profitability, and the changes in the family asset val-
ues. These elements align with research by Khurrum
S. Bhutta, Rana, & Asad (2008) in “Owner Char-
acteristics and Health of SMEs in Pakistan.”. Ac-
cording to the researchers, the increase in the fam-
ily business sales is influenced by several things,
including the owner’s educational background and
the utilization of computer and information from TV
& newspaper. With owner-owned skills and appli-
cation of owner-owned technology, understanding
about business’s profit, profitability, and assets will
be easily recognized.

Performance of a Family Business
In the literature, the definition of organizational

performance used within the performance measure-
ment reflects the diversity of the number of perfor-
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mance dimensions to be covered by performance
measurement systems in organizations (Marchand
and Raymond 2008). Prior studies have viewed the

basic orientation taken by small business owner-
managers in regard to their firm’s performance from
three perspectives, shown as below Table 1.

Source: Raymond, Marchand, St-Pierre, Cadieux, & Labelle, 2013.

Tabel 1 Small business performance perspectives and orientations of owner-managers

The financial performance of a family business
could be explained by the following measurement
(Table 2)

To expand a family business, people should pay
attention to the availability of human resources. Reid
and Adams (2001), supported a concept that indi-
cates needs to recognize employees as valuable
assets and that there should be a greater emphasis
on the commitment, adaptability, and recognition of
the employees, especially in smaller businesses. One
opportunity for small business to demonstrate these
values is by providing training for the employees.
At first, it may seem that the training only brings
benefits to the employer in, but by the time the em-
ployee may see the value of receiving the training

as they will acquire new skills. Small business own-
ers or managers will also need to participate in train-
ing opportunities, particularly if the training is directly
applicable to the current situations in their business,
and if the location, the time, and the length of the
training session fits the business owner’s schedule
(Walker, Redmond, Webster, & Le Clus, 2007). In
return, the overall competitive advantage may oc-
cur. However, the owner-manager may be presented
with two additional challenges before the family
business can enjoy the benefits of the training. First,
more investment in time and resources are needed
to implement the skills that employee acquired from
the training. Second, and perhaps a bigger concern
to small businesses, is the challenges associated with
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the keep the employees as they have increased their
skills and knowledge (Barrett and Mayson, 2004;
Klass et al., 2000; McElwee and Warren, 2000).

Hypothesis
This research has four hypotheses. They are

1. Professional governance influences the perfor-
mances of a family business. 2. Main duties influ-
ence the performances of a family business. 3.
Owner Responsibilities influences the performances
of a family business. 4. Professional Activities in-
fluences the performances of a family business.

METHOD
This research is based on quantitative research.

“Quantitative research is explaining phenomena by
collecting numerical data that are analysis using
mathematically based methods (in particular statis-
tics).” (Mujis, 2004). This quantitative research will
be classified as descriptive quantitative research.
“Quantitative descriptive analysis includes the fol-
lowing: a complete listing of sensory attributes (based

on perceptions, an order of occurrence for attributes,
relative intensity measure for each attribute on sev-
eral trials, and statistical analyses of the responses.”
(Hootman, 1992).

This study used multiple regression, in particu-
lar, multiple linear regression. “In multiple linear re-
gression, we look at the relationship between one
‘effect’ variable, called the dependent or outcome
variable, and one or more predictors also called in-
dependent variables” (Mujis, 2004)

The variables used in this study consist of inde-
pendent and dependent variables. “The independent
variable is the antecedent while the dependent vari-
able is the consequent. If the independent variable
is an active variable, then we manipulate the values
of the variables to study its effect on another vari-
able “. (Kaur, 2013). The independent variables in
this study are professional government, main du-
ties, owners’ responsibility, and personal activity.
While the dependent variable is the performance of
the family business.

Tabel 2 Variables description

Sources: Ilmas, Tahir, &Asrar-ul-Haq, 2018.
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This research will use a questionnaire as the
main instrument to collect the data. The question-
naires were distributed to 48 family businesses in
Indonesia. The family businesses should be man-
aged by the family, either from the first to the third
generation.

This study uses a t-test to see the effect be-
tween the independent variables and the dependent
variable. Before applying the t-test, researchers used
the classical assumption test to test the data. The
classical assumption test is a requirement of statis-
tical testing that must be done in a multiple regres-
sion analysis before doing further testing. The model
in this study should be free from the classical as-
sumption of normality, multicollinearity, and
heteroscedasticity. Normality test is used to know
the regression model, disturbing variable, or residual
normal distribution. Multicollinearity test is used to
test whether the regression model found any corre-
lation between the independent variables. The
heteroscedasticity test is a test to understand whether
the regression model of variance inequality from one
residual observation is needed to be observed fur-
ther.

RESULT AND DISCUSSION
Here is the profile of the 48 respondents:

Based on Table 4 there is no large business
that has been successful to operate until the third
generation. This shows that the larger the scale of
the business is, the smaller the chance for the busi-
ness to maintain its survival.

The validity of this research, the researchers
were using Principle Component Analysis (PCA),
which is a form of factor analysis used to explore
the possibility of factor structure underlying the vari-
ables (Brace et al., 2006). Manning and Munro
(2006) have also described the usefulness of the
PCA to measure the validity of the variables. Fur-
thermore, to test the reliability of the data, the re-
searchers used Cronbach Alpha. The results of the
validity and reliability test presented in Table 4.3 in-
dicates that the questionnaire is valid and reliable.

Generation Amount Percentage

1 12 25%
2 25 52%
3 11 23%

Table 3 Business Generation

Based on Table 3 it can be seen that the 25%
of the total respondents just started their business,
while 52% of the businesses have been running for
two generations and 23% of the total businesses
have been passed down to the third generation.
There is a 50% decrease for businesses to pass the
company to the second generation and the third-
generation. This shows that fewer businesses can
survive until the third generation.

Generation Business Scale Amount Percentage

1 Big 1 8.33%
Medium 3 25.00%

Small 4 3.33%
Micro 4 3.33%

2 Big 3 12.00%
Medium 10 40.00%

Small 9 36.00%
Micro 3 12.00%

3 Big - 0.00%
Medium 2 18.18%

Small 4 36.36%
Micro 5 45.45%

Table 4 Business Scale of each Generation
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Based on the result of the validity and reliabil-
ity test presented in Table 5, it can be concluded
that all variables are valid and reliable. For the next
step, the classical assumption test was done by in-
cluding normality value using the Kolmogorov-
Smirnov test, multicollinearity value using variance
inflation factor, and heteroscedasticity value using
glacier test. The result is shown in Table 6.

Variable Validity Reliability
KMO Bartlett Conclusion Cronbach Alpha Conclusion

Professional governance 0,775 80,042*** Valid 0,845 Reliable
Main duties 0,734 69,167*** Valid 0,873 Reliable
Owner responsibilities 0,826 128,861*** Valid 0,853 Reliable
Professional activity 0,500 29,882*** Valid 0,798 Reliable
Performance 0,793 180,944*** Valid 0,939 Reliable

*** sig 1%

Table 5 Test results validity and reliability

Variable Multicollinearity Heteroscedasticity Sig
Tolerance VIF t

Professional governance 0,465 2,149 0,108 0,914
Main duties 0,623 1,606 0,909 0,368
Owner responsibilities 0,472 2,118 0,302 0,764
Professional activity 0,920 1,087 1,211 0,233
Kolmogorov-Smirnov Z 0,898

Table 6 Classical assumption test results

Based on the result of the classic assumption
test in Table 6., it was found that statistical require-
ments were met for multiple linear analysis. Thus, a
further test was done, and the results of multiple
linear analysis are presented in Table 7.

Variable coefficient t-stat

Intercept 0,875 1,128
Professional governance 0,216 0,961
Main duties -0,099 -0,545
Owner responsibilities 0,631*** 2,875
Professional activity -0,062 -0,593
R2 0,354
Adj R2 0,293
F-Stat 5,764
Prob (F-stat) 0,001

*** sig 1%

Table 7 Multiple regression test results
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Based on the results shown in Table 7, it can
be seen that only the variable of owner responsibili-
ties affects the performance of the family company.
However, the other three variables, which are pro-
fessional governance, main duties, and professional
activity, do not affect the company’s performance.

In a corporate family, the management of the
company is controlled, relying on the value of kin-
ship, so that the aspect of professionalism does not
gain special attention. Professional corporate gov-
ernance, which includes the operational manage-
ment of the company, will manufacture the
company’s systems and standard procedures. Fam-
ily companies in Indonesia are managed based on
kinship principles that prioritize the importance of
family relationship compared to professionalism.
When the aspect of professionality is too dominant,
it can result in the emergence of conflict within the
family members. It is also thought to be related to
the eastern culture that maintains familial relation-
ships over individualistic values. The management
of the company can also blur out professional activ-
ity because of the nature of its communal manage-
ment, the rights and powers of the main duties re-
lated to the owner’s knowledge about profit and
value of the assets. Family companies that become
the sample of this research are mostly UMKM. Most
MSMEs in Indonesia do not have a good book-keep-
ing to evaluate the company’s financial transactions.
This can be seen from the taxation rules for MSMEs
that levy taxes based on turnover and not profit
(PPRI, 2018). On the other hand, owner responsi-
bility is the only variable that affects the business’s
performance. This is due to the financial aspect of
the company that became the foundation of the life
of the owner and his family. The family company is
not only an investment for the owners but also a
source of livelihood for the owner’s family. So, with
the limitations, both in terms of professionalism and
financial management, the owner strives to continue
to innovate, to promote, and to maintain the
sustainability of its business.
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