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Abstract: The purpose of this study was to determine performance as 
conceived by the owner-manager (POM) of the owner-manager profile (OMP) 
and owner-manager objectives (OMO). In analysing the results, the researcher 
used the method of partial least square regression software applied to data from 
56 Indonesian business families. The results obtained are First, OMO has a 
significant effect on POM. Second, OMP has no significant effect on POM. 
Indicators of owner-manager education are influential as formative indicators 
of OMP. The indicator of knowledge sharing knowledge and knowledge of the 
growth of the owner-managers company has an effect as a formative indicator 
of OMO. Indicator of the ability to use company resources and the ability to 
read owner-manager financial statements have an effect as a formative 
indicator of POM. 
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1 Introduction 

Ogubazghi and Muturi (2014) shows that previous studies have classified entrepreneurial 
characteristics into five categories as characteristics, demographic/social characteristics, 
behavioural/managerial characteristics, economic characteristics and human capital 
characteristics. Islam et al. (2011) also use the same categorisation of variables: 
demographic characteristics, individual characteristics, personal traits, entrepreneurial 
orientation, and entrepreneurial readiness as owner/manager characteristics. 

The financing of entrepreneurship has seen marked changes over time and continues 
to evolve rapidly. From the traditional sequence of self-funding, angel financing, the 
rigors of securing venture capital, and, for successful firms, initial public offerings 
(IPOs), the funding sequence has undergone substantial changes (Owers and Sergi, 
2019). 

According to Sergi et al. (2019) in optimising entrepreneurial activities there are 
several scenarios that can be considered, namely the functioning of the market 
independently, integration in the form of reorganisation (mergers and acquisitions), 
integration in the form of grouping, and integration in the form of innovation networks 
and technology park. The optimal structure of the integration process and the best case 
scenario for its implementation to accelerate the pace and improve the quality of proven 
economic growth. The potential for taking the process of integration in stimulating 
economic growth through entrepreneurship is determined by the level of 
institutionalisation in an economy. In developed countries, all forms of corporate 
integration are characterised by a high level of institutionalisation, which enables their 
effective use for economic growth. Independent companies, mergers and acquisitions 
hold back economic growth and reduce its quality, while clusters, technology parks and 
innovation networks accelerate the pace of economic growth and improve its quality. In 
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developing countries, the process of integration in entrepreneurship has a different 
influence on economic growth and requires further institutionalisation. 

According to Cragg and King (1989) small business success is often classified into 
three categories of antecedents: individual characteristics of owner-managers, company 
characteristics and environmental characteristics. Individual characteristics include 
attributes such as age, education, managerial knowledge, industry experience and social 
skills of the owner/manager. A study by Islam et al. (2011) found that entrepreneurship 
education produces independent individuals. Furthermore, they found that 
entrepreneurship education increased the formation of new businesses, the possibility of 
entrepreneurship, the possibility of developing new products, and the possibility of 
entrepreneurial graduates having high-tech businesses. Also, this study revealed that 
employee entrepreneurship education increased the growth rates of sales of developing 
companies and graduate assets. 

Managerial functions and ownership are the responsibility of the owner/manager, so 
his knowledge is very important for business success (Everaert et al., 2010). According to 
Kamyabi and Devi (2012) owner/manager knowledge influences business performance. 
Performing managerial and other business functions by the owner or manager can affect 
business performance (Everaert et al., 2010). However, Shehu et al. (2013) and Ismail 
and King (2005) have shown that most business owners/managers do not always know or 
lack managerial knowledge and the availability of managerial services and support to 
them. Although some educated business owners/managers can utilise the functions of 
external service providers to supplement their weaknesses in managerial knowledge 
relations (Ismail and King, 2005). So small business people who lack managerial 
knowledge are more likely to use external managerial services (Everaert et al., 2010). 
Therefore business owners/managers who have experience, are knowledgeable and are 
familiar with external managerial service providers, take advantage of this opportunity 
more than uninformed business people (Audet and St-Jean, 2007). 

Researchers have offered various measures of organisational performance. In this 
study, subjective measures are used rather than objective measures because subjective 
measures have been shown to capture broad concepts such as business performance 
(Ismail and King, 2005). This study adopted an instrument developed by Ismail and King 
(2005), based on managers’ assessments of company performance relative to its 
competitors. Four items are used to measure long-term profitability, availability of 
financial resources, sales growth, and image and client loyalty. Each is measured using a 
five-point scale. Ismail and King (2005) found that these steps correlated strongly with 
objective performance measures and have since been validated in the context of small 
business by Miller (1987), Raymond et al. (1995) and Cragg et al. (2002). Performance 
has been abandoned from many research designs, or has been replaced by  
substitute-dependent variables such as satisfaction and use (Raymond et al., 1995), or 
have been included only in individual case studies. 

Finally, after establishing an approach to measure alignment in small business, it is 
possible for the first time to test whether this alignment impacts company performance 
(Ismail and King, 2005). In several studies (Kasseeah and Thoplan, 2012), the level of 
education is measured in regular categories as the elementary level, secondary level, 
tertiary level, etc. However, this research will be measured by the number of years the 
owner/manager attends school, as a sustainable value. 
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The definition for small business varies from country to country, from one report 
source to another and from one financial institution to another. It is contextual, and there 
is no universal definition for small business (Ogubazghi and Muturi, 2014). The 
definition is, most of the time, based on criteria or cut-offs such as number of employees, 
value of sales, and/or value of assets. Even the criteria and size vary from one country to 
another and from one institution to another. In Eritrea, the number of employees is used 
as a cut-off to classify company size. Small business in Eritrea is generally defined as a 
company that has a minimum number of employees of 5 and a maximum of 25. This 
definition was made with the approval of the Eritrea Ministry of Trade and Industry and 
the United Nations Industrial Development Organization to suit the situation of the least 
developed countries. 

A number of reasons can explain the failure of small business owner managers to use 
public resources and services available to business people. Audet and St-Jean (2007) 
identified five factors, including: 

1 lack of trust in supporting agents 

2 poor quality services so that the owner manager does not access them 

3 mismatch between available services and the needs of small businesses 

4 poor service marketing 

5 higher rates than small business owner-managers who are ready to pay. 

Performance is a simple concept for some people, and complex for others (Palmer and 
Parker, 2001). The owner-manager will find a decent living for his family, the banker 
will consider the realisation of profit and liquidity generation, while the socio-economic 
advisor for the company will target job creation and company growth (Raymond et al., 
2013). Previous studies have measured performance based only on economic indicators 
(Townley et al., 2003), both objective (return on investment) or subjective (profitability). 
(Bruyat and Julien, 2001) have recognised the importance of owner-managers in 
understanding and trying to explain performance. 

Greater influence from owner-manager can explain the large heterogeneity observed 
for these companies. This heterogeneity can also be explained by the company’s 
permeability to the socioeconomic environment (Busi and Bititci, 2006). Developing in 
unique conditions in a diverse and constantly changing business environment that they 
cannot control, companies must have the ability to adapt in order to survive (Vicenzi and 
Adkins, 2000). 

The situation described above can produce very diverse organisational and  
owner-manager profiles (OMP) with regard to the goals and practices of performance 
measurement (measured aspects, indicators, targets, and use of performance information). 
This raises three research questions: First, does owner-manager objectives (OMO) have a 
significant effect on performance as conceived by the owner-manager (POM)? Second, 
does the OMP have a significant effect on POM? In order to provide preliminary answers 
to these questions, this paper examines the research model by presenting the results of a 
survey of 56 family business owners in Indonesia. 

The last indicator education owner-manager influential as a formative OMP indicator. 
Indicators of knowledge sharing both owner and all staff then knowledge of the growth of 
influential owner-manager companies as a formative indicator of OMO. Indicators of the 
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ability to use company resources and the ability to read owner-manager financial 
statements have an effect as a formative indicator of POM. 

Indicator the last education owner-manager influential as a formative OMP indicator. 
Indicator of knowledge sharing both owner and all staff next knowledge of the growth of 
influential company managers as a formative indicator of OMO. Indicators of the ability 
to use company resources and the ability to read owner-manager financial statements 
have an effect as a formative indicator of POM. 

The first section presents the theoretical and empirical background that underlies 
owner-manager goals and important issues in conceptualising and measuring family 
business performance. This is followed by the presentation of the research model, 
research methods, results and discussion, limitations and conclusions of the study. The 
motivation of this study is determine POM of the OMP and OMO. 

2 Theory and hypotheses 

2.1 Family business 

Family business is a business that is owned and/or managed by a number of people who 
have a kinship, both husband and wife and offspring, including kinship. Family business 
management, both small and large scale, can often be influenced by situations that 
develop in the family context (Le Breton-Miller and Miller, 2016). The succession tends 
to be carried out in several stages; therefore, the process runs smoothly, i.e., the successor 
improves his/her ability in managing the business, and then its predecessor reduces their 
responsibility (Husien et al., 2019). 

Family business also starts with micro small and medium enterprises (MSMEs). 
Based on research Novandi et al. (2018) that MSMEs with better governance scores, able 
to survive and improve its performance while MSMEs with bad scores go bankrupt. The 
several good governance indicators for MSMEs: 

1 Transparency: Transparency of financial statements through separation of company 
and personal finance, transparency of rights and obligations of employees. 

2 Accountability: Human resources function, marketing function, financial function 
and operation function. 

3 Responsibility: Business legality, waste management and product certification. 

4 Independence: Profitability and autonomy in managing the business. 

5 fairness: Equal opportunity in a company career and a fair compensation system. 

2.2 Owner-manager’s objectives 

The goals pursued by owner managers are different, as well as their motivation for a 
career in entrepreneurship (Cassar, 2007; Gundry and Welsch, 2001; Morris et al., 2006; 
Sadler-Smith et al., 2003). OMO indicators are 
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1 The business community that is followed by the family business owner influences 
the ability of the family business owner to identify and acquire new knowledge. 

2 The business community that is followed by the family business owner influences 
the company’s performance, including in terms of company growth, profits, and 
going concern. 

3 The business community that is followed by the family business owner influences 
the values, goals, and vision and mission of the company that is applied by the 
family business owner in the company. 

4 The knowledge possessed by both the family business owner and all of his staff 
(bonding social capital) influences knowledge sharing in the company. 

5 Knowledge possessed by both the family business owner and all of his staff (bonding 
social capital) influences knowledge sharing within the company (Raymond et al., 
2013). 

In Raymond et al. (2013), owner-manager’s objectives are divided into three types of 
objectives namely personal, organisational, and social and environmental.  
Owner-manager’s objectives measure personal on the following dimensions: economic 
security (Birley and Westhead, 1992), enjoyable work (Cliff, 1998), independence and 
autonomy (Greenbank, 2001; Gray, 2002; Hansen and Hamilton, 2011), preservation of 
family inheritance (LeCornu et al., 1996), quality of life (Morris et al., 2006), and social 
recognition (Shane et al., 1991; Westhead and Wright, 1999; Walker and Brown, 2004). 
The organisation is measured by financial health (Birley and Westhead, 1992), growth 
(size of firm, sales and profit) (Cliff, 1998; Greenbank, 2001; Getz and Peterson, 2005), 
income-generating capacity to support the family (Hansen and Hamilton, 2011; LeCornu 
et al., 1996), liquidity (to preserve the firm’s autonomy and ensure its growth) 
(McMahon, 2001; Morris et al., 2006; Shane et al., 1991), satisfaction of customer needs 
(Westhead and Wright, 1999), and take advantage of an opportunity (Wiklund et al., 
2006). Social and environmental measurement consists of a balance between financial 
health, social involvement and respect of the environment (Birley and Westhead, 1992; 
Getz and Peterson, 2005; Greenbank, 2001; Gundry and Welsch, 2001), employees’ 
quality of life (Morris et al., 2006), firm’s reputation (Westhead, 1995), investment of 
employees (Wiklund et al., 2006). 

According to Paunović and Kosanović (2019), high-context cultures place emphasis 
on non-verbal communication, managers need to know whether others understand them 
when they do not verbally express their ideas and feelings. Managers spend more of their 
day listening than engaging in any other communication activity. 

2.3 Owner-manager profile 

Owner-manager profile is required for respondent characteristics. Respondents are 
presented with a list of three statements, each statement presents a different aspect of the 
OMP indicator are 

1 year of establishment 

2 last education 

3 length of working in family business (Raymond et al., 2013). 
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In Ogubazghi and Muturi (2014), the level of education was measured in regular 
categories as elementary, intermediate, tertiary levels, etc. There are several studies that 
agree with the opinion that the quality of human resources increases with the increase in 
years spent by owners/managers in schools or training. 

Kira (2013) stipulates that small businesses with owners/managers who have 
vocational level qualifications and are more likely to be preferred by banks to access 
credit. 

Likewise, Sinha (1996) who analysed the educational background of employers 
revealed that 72% of successful entrepreneurs had a minimum level of technical 
qualifications, while the majority (67%) of failed entrepreneurs did not have a technical 
background. He concluded that entrepreneurs with business and technical education 
backgrounds were in a better position to appreciate and analyse hard facts and deal with 
them intuitively, which seemed to play an important role in entrepreneurial effectiveness. 

2.4 Performance owner-manager 

This study examines the effect of ownership structure on company performance. The 
researcher distinguishes between family companies, companies controlled by individual 
partnerships, companies controlled and companies where the right-holders have less than 
50% of the vote. This study analyses data on 280 Israeli companies and uses data 
envelopment analysis techniques. It was found that the owner-manager of the company 
was less efficient in generating net income compared to the company managed by a 
professional (non-owner) manager and the family company that was run by the 
(relatively) worst owner. This evidence shows that the modern form of business 
organisations, namely publicly traded companies with scattered ownership and managers 
(non-owners), promote corporate performance. Companies managed by a professional 
(non-owner manager) generate more net profit than owner-manager (Lauterbach and 
Vaninsky, 1999). 

Performance as understood by owner-managers. Respondents are presented with a list 
of three statements, each statement presents different aspects of the POM indicator are 

1 Family business owners have the ability to use company resources to generate 
income exceeding expenses. 

2 Family business owners have the ability to read financial statements both monthly 
and annually, so that they can find out information about profits and movements in 
the value of assets, debt, and capital. 

3 Family business owners have the ability to compare the current year’s financial 
statements with previous years (Raymond et al., 2013). 

The goals pursued by managers of small business owners differ in the reasons and 
motivations of entrepreneurs in entrepreneurship (Cassar, 2007; Gundry and Welsch, 
2001; Morris et al., 2006; Sadler-Smith et al., 2003). The distinction between reasons for 
‘starting’ a business and ‘owning’ a business has not often been made in the literature. It 
was also not made in this study because there is no evidence to suggest that the reasons 
that incite a person to start a business are not the same as the reasons that incite him to 
successfully run a business once it has begun. Consequently, if a person examines the 
goals of a small business owner manager, he examines de facto the reasons that 
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encourage business people to start and acquire their companies or to accept their 
leadership through succession or inheritance. 

Empirical studies conducted in various national, industrial, organisational and 
entrepreneurial contexts show evidence of diversity in the owner-manager’s goals that the 
literature tends to reorganise into three basic levels: personal, organisational and 
social/environmental. Taking into account the owner-manager’s goals, and also the 
factors associated with the owner-manager’s profile and the social influences that 
influence these individuals, thus better understanding the functions and performance of 
small businesses (Gundry and Welsch, 2001). The owner-manager is asked to what extent 
he agrees with each statement (1 totally disagrees, 5 represents fully agree), that is, the 
extent to which each statement can be used to meet the performance requirements of a 
company, given the company’s own experience. 

2.5 Hypothesis 

This research has two hypotheses. They are 

1 OMO influences POM 

2 OMP influences on POM. 

3 Methodological 

This research is based on quantitative research. Quantitative research is numerical data 
collected and analysed using mathematical-based methods (Lindsay, 2005). The 
researcher used the method of partial least square regression software applied to data 
from 56 Indonesian family businesses. This study uses a questionnaire as the main 
instrument to collect data. 

4 Analysis and discussion 

OMO1 The business community that is followed by the family business owner 
influences the ability of the family business owner in identifying and gaining 
new knowledge. 

OMO2 The business community that is followed by the family business owner 
influences company performance, among others in terms of company growth, 
profits, and going concern. 

OMO3 The business community that is followed by family business owners influences 
the company’s values, goals, and vision and mission that are applied by the 
family business owners in the company. 

OMO1, OMO2, OMO3 is not significant as a measuring indicator nor is it significant as 
an OMO formative indicator. The OMO indicator 1, 2, 3 is not the number one measuring 
indicator of OMO. 
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Figure 1 Research model (see online version for colours) 

 

Source: Raymond et al. (2013) 

Figure 2 Research model test results using partial least square (see online version for colours) 

 

OMP1 year of establishment 

OMP3 years of working in the family business. 

OMP1, OMP3 is not significant as a measurement indicator nor is it significant as an 
OMP formative indicator. This OMP indicator 1, 3 is not the number one measuring 
indicator of the OMP. POM3 family business owners have the ability to compare the 
current year’s financial statements with the previous years as insignificant as a measuring 
indicator and also not as significant as a formative indicator of POM. POM3 is not the 
number one measuring indicator of POM. 
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Table 1 T statistics (see online version for colours) 

 T statistics 
OMO1 → OMO 1.673221 
OMO2 → OMO 0.030737 
OMO3 → OMO 0.362686 
OMO4 → OMO 1.866113 
OMO5 → OMO 2.355010 
OMP1 → OMP 0.058868 
OMP2 → OMP 1.856348 
OMP3 → OMP 0.619140 
POM1 → POM 3.858468 
POM2 → POM 1.755692 
POM3 → POM 1.616424 
 T statistics 
OMO → POM 11.780957 
OMP → POM 1.329291 

Note: The yellow highlight is significant (>1.96). 

Based on the results shown in Table 1, it can be seen that only OMO variables affect 
POM. However, the other variable, OMP, does not affect POM. In a family company, 
POM is controlled by relying on OMO, so that the OMP aspect does not receive special 
attention. Family companies in Indonesia are managed based on the objective  
owner-manager principle compared to the OMP. This is in accordance with (Raymond  
et al., 2013) where the owner-manager will make a decent living for his family, his 
banker will consider the realisation of earnings and liquidity generation, while the  
socio-economic advisor for the company will target job creation and company growth. 

5 Limitation 

The first implication as developed and validated in this study is to answer two research 
questions, 

1 OMO influences POM 

2 OMP influences on POM. 

This is needed for researchers to better understand managerial behaviour from the 
owner’s manager. The second implication lies in identifying the diversity of objectives 
that determine the owner-manager’s conception of performance, and in particular the 
ability of business family owners in sustainable performance. This would explain, for 
example, why most business owner-manager’s families do not show growth-oriented 
strategic behaviour. This study has also provided additional evidence about the 
theoretical need for adding a ‘sustainable’ dimension to the conceptualisation and 
measurement of business family performance. Future research on owner-manager’s 
behaviour relating to sustainable development and corporate social responsibility should 
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benefit in this regard. Contributions to research lie in providing compelling reasons and 
empirical evidence to re-conceptualise the performance of family business organisations 
as formative constructs, methodologically speaking (Petter et al., 2007) and as a 
consequence of the ‘strategic intent’ of the owner-manager’s business family in a way 
theoretical. 

Personal objectives (OMO1), namely the business community that is followed by the 
business family owner, influences the ability of the business family owner to identify and 
obtain new knowledge; social objectives (OMO2), which is the business community that 
is followed by the business family owner, influences company performance, including in 
terms of company growth, profits, and going concern; family objectives (OMO3), the 
business community that is followed by the business family owner, influences the 
company’s values, goals, and vision and mission that are applied by the family business 
owners in the company. OMO1, OMO2, and OMO3 are not significant as OMO 
formative indicators. 

The environmental objectives (OMO4), the knowledge possessed by both the 
business family owner and all his staff (bonding social capital) influence knowledge 
sharing within the company; family objectives (OMO5), which is the knowledge of 
family business owners given to staff, influences company performance, among others in 
terms of company growth, profits, and business continuity. OMO4 and OMO5 are 
significant as OMO formative indicators. Year of establishment (OMP1) and long time 
working in a family business (OMP3). OMP1, OMP3 are not significant as OMP 
formative indicators. The latest education (OMP2) is significant as a formative indicator 
of OMP. 

Sustainable performance (POM3), namely: family business owners have the ability to 
compare the current year’s financial statements with previous years. POM3 is not 
significant as a formative indicator of POM. Economic performance (POM1), which is 
the owner of a family business, has the ability to use company resources to generate 
income beyond expenses; personal performance (POM2), which is a family business 
owner, has the ability to read financial reports both monthly and annually, so that he can 
find out information about profits and movements in the value of assets, debt, and capital. 
POM1, POM2 is significant as a formative indicator of POM. 

OMO has a significant effect on POM. Then, OMP has no significant effect on POM. 
Variable OMO can be used as independent or control variables in family business 
research on POM. Implemented throughout the company’s management team, the 
conceptualisation of performance can produce performance measures that are understood 
from a collective or organisational perspective rather than an individual perspective. 
Further research can also produce valuable comparisons of conceptualisations of 
performance across organisations, industries, cultures, regions and other groupings. 

This study is in accordance with the study (Raymond et al., 2013), but there are 
differences, especially in terms of the scope of the study. Previous research examines 
small business while this study examines family business. Business families used as 
respondents are those who have 30–50 employees, and have a turnover of  
IDR300 million–500 million. Another difference is that in this study only specifically 
examined the effect of OMO on POM and the effect of OMP on POM. It turns out that 
OMO in business families affect POM. This means that the owner-manager family 
business is active in providing training to all staff so that social bonding capita can 
improve POM. In addition the owner-manager must equate the knowledge he has with all 
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staff of the family business company so that the company grows, profits increase and 
business continuity becomes sustainable. The existence of an old-fashioned mindset in a 
business family that exalts itself as a company owner must adapt if it wants to improve 
POM. This is input for the owner-manager of the business family to be more professional 
in running their business. This is often a continuing problem of the family business. It is 
hoped that this research will make business families with a turnover scale of IDR300 
million–500 million grow even more until the turnover is doubled. The existence of a 
business community that is not an OMO formative indicator is expected to contribute to 
the attitude of the owner-manager of the business family to reduce the excessive costs 
used in joining the business community. 

The conceptualisation of this study of family business performance produces not only 
valid results but also results that may have important significance for practitioners. For 
public policy experts and business families, these results confirm that growth and 
financial performance should not be the only results that should be sought in helping 
business families, or the only criteria that can be used to evaluate these organisations and 
business leaders. A broader insight into what constitutes ‘best practice’ for a business 
family can be obtained by recognising that environment objectives and family objectives 
are things that can improve POM. The results obtained are First, OMO has a significant 
effect on POM. Second, OMP has no significant effect on POM. 

The results of this study are in accordance with the objectives of government 
programs related to small and medium enterprises (SMEs) (Menperin, 2015) in particular 
namely Increasing employment in the small and medium industry sector. There is an 
increase of 7% from 2018. This was also stated by Kostini and Rahaja (2019), the role of 
SMEs is one aspect that encourages economic growth and development, whilst SMEs in 
the creative industry sector are important income generators. 

According to the authors of financial performance can also be improved by using the 
internet in its business activities. This is in line with Sam et al. (2019) which states that 
although not all SMEs use the internet, the firms understood the benefits of using  
e-commerce and were willing to adopt it in their business activities. SMEs who use the 
internet mostly do not use websites and marketplaces for their business activities. 

6 Conclusions 

The results obtained are first, OMO has a significant effect on POM. Second, OMP has 
no significant effect on POM. 
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