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Abstract

Purpose — This study aims to determine the divect effect of entrepreneurial orientation on familfbusiness
performance. This study also discusses the role of family involvement as a mediating variable and the role of
gender as a moderating variable in the relationship between entrepreneurial orientation and family business
performance.

Design/methodologv/approach — A total of 328 hotels in Yogyakarta, Indonesia, were selected as samples
by the convenience sampling method. Primary data is collected through structured questionnaires that are
delivered by themselves to key people in the hotel such as owners, directars and key staff (HRD, financial,
relationship). Hypotheses are tested by structural equation modeling procedures using AMOS 22.0. Sobel test s
used to determine the indirect effect of the mediation variable.

Findings — The results showed that entrepreneurial orientation no significant effect on family business
performance. Family involvement acts as a full mediation in relationship between entrepren 1
orientation and fanuly business performance. Gender acts as a moderating variable that can strengthen
relationship between entrepreneurial orientation and family business performance. The results showed
support for previous research.

Research limitations/implications — Theresults of the study cannot conclude the national family business
because it adopts convenience sampling and the sampling area is limited m Yogyakarta. Future research can
use a larger sample. This study only researches hotels managed by family businesses, so it is not feasible to
conclude for family businesses in general. Future researchmay choose to use several types of family businesses
g0 that more varied results can be obtained. Future research could also compare hotels managed by family
businesses with nonfamily businesses, The results also found that in addition to gender roles, respondent
heterogeneity was an important c@lponent in the study of social identity, Therefore, research examining the
influence of different cultures on the relationship between entrepreneurial orientation and family business
performance should be an extraordinary topic for future study. Other results from this study also indicate that
there is a role for religion in improving hotel performance, Future research is needed to further explore Islamic
business modeling for family businesses.

Practical implications — This finding has significant mplications that can help fanuly businesses in
developing strategies that are suitable for business management. Entrepreneurial orientation occupies a
strategic position in developing sustainable competitive ad vantage iflfihe family business of the tourism sector
especially the hotel business in Yogyakarta for the better. Besides, the results of the study also showed that
entrepreneurial orientation had no significant effect on performance. This relationship becomes significant
when combined with active family involvement. This finding also shows that entrepreneurial orientation has
the potential to have a more beneficial effect because of the active involvement of the family n helping with
business management, alleviating business-related problems, and having a significant influence when the
ﬁim“}' alsoacts as mﬂnagcmcnt. Journal of Famiy Business
Social implications - Research findings indicate the role of gender in strengthening the relationship between X Mimagement
entrepreneurial orientation and family business performance. This provides a good position for women inthe ~— ©Fuesld Pl m“iﬂﬁmfﬁd
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family business in Indonesia. By opening wider access for Indonesian women in the realm of business
management, expanding women's participation in a family business, increasing the role of control for women,
and increasing women's knowledge and skills to increase the benefits in managing family businesses so that
they have sustainable resilience in the face of global competition.

Originality/value — The results of this study provide a new model in providing an overview of the direct and
indirect roles (mediating and moderating) in the assessment of family business performance. This study uses
three variables which are important in performance appraisal namely entrepreneurial orientation (independent
variable), fanuly mnvolvement (mediating variable) and gender (moderating variable). Where research that
combines these four variables, directly and mdirectly, has never been done before.

Keywords Entrepreneurial arientation, Family involvement, Gender, Family business perfarmance
Paper type Research paper

1. Introduction

Several studies have shown a very significant role in the family business in a country’s
economic growth. The family business has contributed greatly to economic activity. Family
businesses can contribute between 45% and 70% of state income and absorb a lot of labor
(Kwon and Ruef, 2017). In Indonesia, the contribution of family businesses to the formation of
GNP is 80% (Hasbi, 2015). Based on National Economic Survey data in 2019, in Indonesia,
there were 48929,636 businesses. As many as 90.95% can be categorized as a family
business. The National Economic Survey Data also states that fanily businesses contribute
53.28% of GDP and absorb 85,416,493 people as labor or 96.18% of the entire workforce (BPS-
Statistics Indonesia, 2020).

At present, unlike non-family businesses that experience ups and downs of growth, family
businesses show a stable performance and tend to increase (Ratten ef @i, 2017a, b; Williams,
2018). So that the performance evaluation of the family business is very useful for many
parties, both for the business itself, investors, the government and other interested parties.
Business performance shows the ability of a business to provide a return on business
ownership in the form of assets, capital and debt (Rod, 2019).,

One of the factors influencing family business performance is entrepreneurial orientation.
Researchers conceptually agree that entrepreneurial orientation encourages superior
business performance (Arzubiaga ef al, 2018a, b; Campopiano ef al, 2019). Empirical
studies conducted by Campopiano ef al. (2019) found that entrepreneurial orientation had a
positive effect on financial performance and the non-financial performance of businesses,
Meanwhile, Naldi et af (2007) found that entrepreneurial orientation had a positive effect on
profitability and business sales growth. Whereas Casillas ef al (2011) stated that
entrepreneurial orientation had a positive effect on overall business performance mediated
by market orientation.

Entrepreneurial orientation is creative, proactive and risk-taking actions in decision-
making strategies (Naldief al, 2007). These dimensions in entrepreneurial orientation have a
positive relationship and have a direct or indirect effect on business profitability (Casillas
el al, 2011). Entrepreneurial orientation is also oriented to more complex business
performance, not just financial indicators (Aloulou, 2018). The mfluence of entrepreneurial
orientation in the family business is determined by the mechanism of knowledge on family
members that has an impact on business performance (Chrisman ef al, 2002; Akhtar ef al,,
2015). Family businesses tend to adopt “avoidance” strategies when in crisis conditions, but
they can also differ depending on the preferences of family members in taking risks (Lee and
Chu, 2017).

Kellermanns ef al. (2008) states that in the practice of family business in Indonesia found
family members whoown shares and also participate in business management. Dyer (2006) in
their study found a negative and significant influence between family involvements on
business performance. Yudha and Singapurwoko (2017) found that family members of the




controlling shareholders who acted as directors negatively affected business performance in
Indonesia. Likewise, family members who directly own shares in the business and
simultaneously become directors or commissioners were also found to have a negative effect
on business performance. Hansen and Block (2020) researched family businesses engaged in
non-financial fields in Spain. The results show that family involvement has no significant
effect on business performance because family control factors occur more dominantly so that
it can affect performance. Casillas ef al (2010) found that family involvement negatively
affected business performance with ROA measures. The results of his study indicate that
high family ownership encourages lower performance.

However, different from the research conducted by Sciascia ef al (2013) in the United
States about family involvement in ownership structures on business performance, shows
the results that family involvement has a positive effect on business performance. Cherchem
(2017) also revealed the positive influence of family involvement on business performance.

In addition to understanding the effect of entrepreneurial 01'ientatgln and family
mmvolvement, the authors feel the need to know whether gender affects the relationship
between entrepreneurial orientation and business performance (Elizabeth and Baines, 1998;
Danes and Olson, 2003; Marques ef al, 2018). This is very important in countries like
Indonesia which adhere to a patriarchal system. Boeri (2018) argues that the factors that
influence the performance of women entrepreneurs are related to employment status and
socioeconomic factors. There are too many gender differences in the labor market especially
for jobs that require high-performance qualifications (Danes ef al, 2005; Vicente ef al, 2009;
Bjursell and Béckvall, 2011; Loscocco and Bird, 2012; Boeri, 2018). This is because women
have innate personality traits that are not compatible with a competitive, challenging and
risky work environment. So that throughout the world, the level of male entrepreneurs is
greater than female entrepreneurs. In Indonesia alone, 74% of male entrepreneurs while
female entrepreneurs account for 26% (Hani ef al, 2012; Balflitt ef al, 2015).

This research is very important to be done to understand the effect of gender roles on the
relationship between entrepreneurial orientation and family business performance. Many
factors contribute to the differences between men and women in building business
performance. Khan and Vieito (2013) reported that men were more likely to have a better
entrepreneurial orientation than women. It was further reported that men are more optimistic
and tend to be brave in taking risks than women in general. Powell and Eddleston (2013)
reported that women performed poorly on financial performance measures such as sales
turnover and profitability. Women tend to pursue entrepreneurial goals for themselves
(independence, ability, workload). Men are significantly more likely to want to develop than
women. Another study conducted by Carter ef al (2010), by comparing the performance of
businesses owned by men and women. The results of the study consistently show that
businesses led by women tend to be small compared to those led by men, both in terms of
business size, gross income, number of employees or level of profit (Harveston ef al, 1997;
Renzulli ef al., 2000; Carter ef al, 2010; Hoogendoorn et al,, 2013; Khalife and Chalouhi, 2013).

To answer the research gap, this study aims to determine the direct effect of entrepreneurial
orientation on family business performarf@. This study will also discuss the role of family
involvement as a mediating variable and the role of gender as a moderating variable in the
relationship between entrepreneurial orientation and family business performance.

2. Literature review and hypotheses

2.1 Relationship about entreprenenrial orientation and family business performance

Shane (2000) states that entrepreneurship mitially only discussed what business was chosen
to run. In its development, a more actual concept is related to the entrepreneurship
management process (Ardichvili ef al., 2003; Dew et al., 2004; L1 ef al,, 2009; Burns ef al., 2011).

Effect of
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In the strategic management and entrepreneurial literature, three dimensions are generally
defined that underlie organizational tendencies to the entrepreneurial management process,
namely: nnovation, risk-taking and proactiveness (Shane, 2000; Wiklund and Shepherd,
2003; Steter et al, 2004; Audretsch and Keilbach, 2007; Naldi ef @l, 2007, Discua Cruz ef al,
2012; Fayolle and Lindn, 2014; Staniewski, 2016). Casillas ¢f al (2010) stated that
entrepreneurial orientation is an orientation that emphasizes an aggressive orientation
regarding products and markets, risky projects and a tendency to spearhead innovation and
lead competition. While Dai ef al. (2014) explained that entrepreneurial orientation is a
selection and learning mechanism that engenders investigation, risk-seeking behavior in the
product, and process Innovation.

In the family business, entrepreneurial orientation determines the relationships and
values of both systems, family and business (Avlonitis and Salavou, 2007; Covin and
Lumpkin, 2011; Huang and Wang, 2011). The effect of entrepreneurial orientation on family
business determines the long-term vision between generations through developing the
capabilities of each family member (Javalgi and Todd, 2011; Shan et al, 2016; Cho and Lee,
2018). In a family business, business performance is a multidimensional concept, where
financial and non-financial dimensions are two factors that need to be considered (Lee and
Peterson, 2000; Wiklund and Shepherd, 2005; Stam and Elfring, 2008; Anderson et al, 2015).
However, in family businesses, there are concerns that performance appraisals are not only
about financial and non-financial aspects but also to protect the continuity of family values in
business (Boso ef al, 2013). In some cases this has a negative effect on business performance
(Matsuno ef al, 2002; Wang, 2008).

Some researchers have tried to explain the relationship between entrepreneurial
orientation and business performance. Entrepreneurial-oriented businesses can find and
exploit new market opportunities (Keh ef al, 2007). Other studies have used various financial
measures such as cash flow, return on assets, and return on equity to assess business
performance. Some studies suggest a combination of financial and non-financial dimensions
to get a more comprehensive evaluation of business performance. Non-financial indicators
include market share perception, perception of sales growth, customer satisfaction, brand
loyalty and equity (Sl@@r and Narver, 1995; Lumpkin and Dess, 1996),

Empirical tests of the relationship between entrepreneurial orientation and business
performance have used several different testing methods. Lumkinand Dess (1996) report that
there is a positive relationship between entrepreneurial orientation (risk-taking, product
innovation and proactive/aggressive attitudes of t@ management) and business
performance. Cho and Lee (2018) also found a positive relationship between
entrepreneurial orientation and profitability and the growth of the business. Huang and
Wang (2011) report that entrepreneurial orientation and business performance have a
significant relationship. However, other results were obtained by Covin and Lumpkin (2011)
who found no significant relationship between entrepreneurial orientation and busin
performance. Whereas a recent study conducted by Javalgi and Todd (2011) reported a
significant relationship between entrepreneurial orientation and business performance. This
res@@rch will answer the gap between the results of previous studies.

ed on the above discussion, the following hypothesis is proposed:

HI. There is a relationship between Entrepreneurial Orientation and Family Business
Performance

2.2 Relattonship about family involvement and fanuly business performance

Family-owned and managed businesses are a common form that is now often found in many
countries (Kellermanns ef al,, 2008). As many as 68% of the total go-public business in the
world is a family-ovmed business. In Indonesia alone, the average family ownership is 26%,




where this ownership is enough to give the family authority to be involved in managing the
performance of the business (Yudha and Singapurwoko, 2017),

Traditionally, family involvement is defmed as involving one or more family members
who hold a large control over the business, due to a significant percentage of ownership
(Hansen and Block, 2020). They explained that family involvement depends on three
pillars namely management, family and ownership. Meanwhile, Dyer (2006) defines family
involvement as the management of a family business by handing over the business from
generation to generation to get a formal or implicit business vision as single-family
property or a small number of families. Furthermore, Cherchem (2017) considers that
family involvement embodies important interconnection ties between business and
family.

From the perspective of agency theory, family involvement in business management can
increase the gap between family and management, especially when there is a mismatch
between “family needs” and “business needs.” As a consequence, performance appraisal
must not be limited to financial performance, but as a whole including non-financial
performance. With family involvement, the evaluation of family business performance is
different from a non-family business (Basco and Pérez Rodriguez, 2011). Casillas ef al. (2010)
state that family businesses tend to choose strategies to achieve business goals based on
“family needs.” Quoting from Chrisman ef al (2003), that for family businesses to be able to
compete in the global market in the 21st century, family businesses must expand their stated
goals by including benefits that are not only related to financial performance but must be able
to compete with non-family business (Chrisman ef al,, 2003).

Chrisman et al (2003) developed three dimensions as a measurement scale that measures
the level of family mvolvement, namely: power (P), experience (E) and culture (C). In the
dimension of power, the influence of family members is involved in ownership, governance,
and management of family businesses. The experience dimension combines family
influences derived from experiences and knowledge built between successive generations
mnvolved in the family business. Then one of the truly distinctive elements of family business
comes from one's own family in business is the cultural dimension. In the cultural dimension,
the PEC scale tries to estimate the extent to which family values and business values can
proceed accordingly which can determine the level of family commitment in the business
(Kimand Gao, 2013). Culture in a family business can lasta long time, where the family is one
of the most reliable social structures to convey culture, values and practices for generations.
(Chrisman et al, 2002).

Family mvolvement can bring a positive influence on business performance because the
presence of family involvement causes a reduction inagency problems that occur in business,
But with family involvement, there is a tendency that businesses will employ relationships in
families that@o not have enough competence so that they can also negatively affect
performance. on the above disaﬁion, the following hypothesis is proposed:

HZ2 Family Involvement mediates the relationship between entrepreneurial orientation
and family business performance

2.3 Moderating role of gender in family business performance

There isnot a lot of research on gender issues, especially in thefamily business. Tatoglu, Kula
and Glaister (2008) conducted a study of 408 family business leaders and found evidence that
those selected as successors were 59.6% boys; girls only 4.2%, while the remainder was left to
brothers, sons-in-law and cousins. @b as much as 95.8% of family businesses in Turkey
choose men as successors (Tatoglu @ al, 2008). The results of this study are in line with the
findings of Danes ef al. (2007) that the successors will be the oldest boys.
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Figure 1.
Research model and
proposed hypothesis

Research conducted by Kuratko (2005) also found evidence that men are considered as
suitable figures in continuing business. In their studies in the US and Korea, most family
businesses place boys as successors (Kuratko, 2005). This follows the normal practice in the
Western social environment better known as “male primogeniture” which places the oldest
man as the primary choice as successor. There is a strong perception that people prefer men
over women to lead businesses (Barrett and Weinstein, 1998). This is a gender bias that
continues to this day. Men dominate top positions in the business world and place women in
gender discrimination (Danes ef al, 2007).

However, there are other results of research conducted by Bachkaniwala et @l (2001) that
factors such as intelligence, hard work, skills and effective traming are critical in choosing
successors. In that study there was only one case that placed the oldest son as successor
(Bachkamwala ef al., 2001). This is consistent with the phenomenon that occurs n Indonesia
regarding gender and family business (Hani ef al, 2012; Hendrayati and Gaffar, 2016). Many
women are successful and stand out after doing business in the family business. Like
Mooryati Soedibjo (Owner Martha Tilaar), Indriani Suhartono (Director of PT AJBS), and
Belinda Tanoko (Managing Director of PT Tanobel).

In line with the previous research, Carter ef al. (2010) found no significant relationship
between gender and the performance of the big businesses m the US. The results of his
research also provide evidence that the role of gender diversity is endogenous in business
performance (Carter ef al, 2010). But in a study conducted by Khan and Vieito (2013), which
evaluated whether a business-led by women showed the same performance as a business-led
by men, it was found that gender did not affect business performance. But business
performance is influenced by entrepreneurial ability and entrepreneurial orientation (Khan
and Vieito, 2013). To addf@s this gap, the author will explore the role of gender in
strengthening or weakening the relationship between entrepreneurial orientation and family
bufilhess performance.

ed on the above di ion, the following hypothesis is proposed:

H3. Gender moderates the relationship between entrepreneurial orientation and family
business performance

The research model and proposed hypothesis is shown in Figure 1.

3. Methods

3.1 Sample and data collection

This research was conducted in Yogyakarta, Indonesia. The reason for choosing Yogyakarta
18 because Yogyakarta is a well-known tourism destination city in Indonesia. In 2019 an

Family Involvement

Entrepreneurial Family Business
Orientation * Performance

e

Gender




increase in the number of tourist visits both domestic and foreign as many as 2,181,569
tourists (BPS-Statistics Indonesia, 2020). This affects increasing the use of accommodations
including hotels.

In 2020, the number of hotels in Yogyvakarta Province was 1,817 hotels (BPS-Statistics
Indonesia, 2020). Determination of sample size m a study will largely depend on the
uniformity of the population, the analysis techniques used and the availability of funding and
the time owned by the researcher (Agarwal and Malhotra, 2005). This study adopts the use of
sample data collection using a self-delivered questionnaire so that it is expected to get a
higher level of truth and return of the questionnaire (Zilkmund, 2009).

Because the total population is known to be 1,817 hotels, then using the Slovin formula
with the value e = 0.05, (Sekaran, 2012) obtained a total sample of 328 hotels. All the required
samples are distributed proportionally m five districts/cities in the Special Region of
Yogyakarta. Thus the number of samples obtaned in each district/city as described in
Table 1:

After completing the selection of respondents, researchers contact respondents to convey
the intent of the research conducted. The data were collected in January 2020 to March 2020.
Respondents from this study were key people at the hotel such as owners, directors and key
staff (HRD, financial, relationship).

This research focuses on primary data collected through structured @hestionnaires
developed and adapted from the existing literature. Scales were measured using a seven-
point Likert type scale (1 represent strongly disagree and 7 represent strongly agree). The
questionnaire consists of 37 items. Entrepreneurial Orientation Dimension EO1 — EQ10
(Dyer, 2006; Covin and Wales, 2012; Cruz and Nordqvist, 2012; Anderson ef al, 2015; Yudha
and Singapurwoko, 2017; Hansen and Block, 2020). The dimensions of entrepreneurial
orientation are classified into 3 namely innovativeness, risk-taking and proactiveness.
Family Involvement Dimension FI1 — FI8 (Davis and Harveston, 1998; Kellermanns ef al,
2008, 2012: Craig et al, 2014). Gender Dimension GN1 —GN9 (Danes and Olson, 2003; Sonfield
and Lussier, 2004, 2009; Bjursell and Bickvall, 2011; Remery et al, 2014; NMurphy, 2017).

‘amily Business Performance Dimension FBP1 — FBEP10 {Anderson and Gerbing, 1991;
Allouche ef al, 2008; Williams, 2018, Williams ef al, 2019). Family Business Performance
dimension uses nond{mancial performance indicators which are classified into three
dimensions, namely the efficiency dimension (room occupancy rate, tum over an interval,
room boy productivity level, tum over employee), quality dimension (level of guest
complaints, level of returning guests), time dimension (average length of stay of guests,
check-in and check-out service time, room cleaning service time).

3.2 Data analysis

The demographic characteristics of respondents will be processed using IBM SPSS 22,
Furthermare, this study adopts a two-stage approach proposed by Anderson and Gerbing (1988)
for structural equation modeling (SEM), the first stage to test the research framework and the

Regency/Municipality Classified Non-classified Population Sample
Kulonprogo 0 25 25 5
Bantul 2 313 315 av
Gunung kidul 2 198 200 36
Sleman 61 613 704 127
Yogvakarta 98 475 873 103
Tatal 163 1,654 1817 328

Source(s): (BPS-Statstics Indonesia, 2020), Hotels Survey (Special Region of Yogvakarta in Figures, 2020)
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second stage to test the research hffilbtheses (Anderson and Gerbing, 1988). Far the first stage,
analyzing the research model using Confirmatary Factor Analysis (CFA) to assess the reliability
and validity of the measurement model. For the second stage, this study uses SEM to test the
research hypothesis namely the direct mfluence between wvariables and the influence of
moderating variables (Hayes, 2017). To determine the effect of family involvement as a
mediatinfl variable, Sobel test was conducted. The Sobel test is used to test the significance of the
indirect effect of the independent variable on the dependent variable through the mediating
variable (Sobel, 1987; Allen, 2017). By using the Sobel test, it can 1§ determined whether the
family involvement variable acts as a mediating variable in the relationship between
entrepreneurial orientation and family business performance (Preacher and Leonardell, 2001).

4. Results

4.1 Demographic characteristics

Analysis of demographic characteristics is very important to obtain personal data
information from research respondents. The aim is to justify the level of representation of
the target population. Demographic characteristics are divided into two, namely hotel
characteristics and respondent characteristics. Hotel characteristics: hotel age and owner's
gender. Respondent characteristics: position, respondent’s sex, marital status, age, education
level and length of work. Demographic characteristics are explained in Table 2,

4.2 Descriptive statistics
In order to do the descriptive scoring on each variable in thisstudy, categorizing is used based
on interval scales with the average scores, Interval scale 1.00-1.85 Very Low, 1.86-2.71 Low,
2.72-357 Low Enough, 3.58-443 Neutral, 4.44-5.29 High Enough, 5.30-6.15 High and 6.16—
700 Very High. Categories of the scores for each variable based on interval scales can be
identified in Table 3.

According to Table 3, it can be seen that family involvement have the highest average
score. The highest scores indicated respondents are more product involvement. While gender
have the lowest average score, but still in the high enough interval scale category.

3 Model testing

onfirmatory factor analysis (CFA) is used to test the validity of the questionnaire. After the
validation test, there are four indicators that have an estimated value < 0.5, namely EQ9,
EO10, FI7 and FBP5. So that these four indicators will be removed from the model. After
modification, all indicators used are valid because they have an estimated standardized
regression weight = 0.5. Then, a reliability test is carried out to determine whether the
questionnaire can be used more than once. From the analysis, it can be seen that in the output
square multiple correlations all indicators have an estimated value above 0.600. Because the
value is greater than 0.600, the questionnaire measurement tool is reliable or meets the
reliability requirements. Data distribution is normal if the skewness rate or kurtosis rate is
between —2.58 and 258 (Hair ef al, 2010). Based on the output of data processing, it is seen
that the overall (multivariate) data distribution is normal because the multivariate number of
1021 is between —258 and 2.58. This means that the research model has fulfilled the
assumption of multivariate normality. Tests on multivariate outliers were performed using
the Mahalanobis distance criteria at a level of p < 0.05. In this study, 37 indicators were used,
with Mahalanobis distance value ,1*2 (37,0.05) = 52,19232. This means all cases that have a
Mahalanobis distance greater than 52, 19232 are multivariate outliers. From the output of the
research, it can be seen that the Mahalanobis d-squared values are all smaller than 52, 19232
s0 it can be concluded that there are no outler data. The test of multicollinearity can be seen




Demographic factors Frequency (")
Hatel characteristic

Ohener gender

Male 202 616
Female 126 384
Type af hotel

Sharia 268 817
Non Sharia 60 18.3
Hotel age (vear)

1-5 61 18.6
6-10 113 3.5
11-15 a3 16.2
16-20 47 14.3
21-25 35 10.7
Above 25 19 5.7
Respondent characteristic

FPosifion

Owmer 213 64.9
Dwector 73 223
Staif (HRD, financial, relationship) 42 12.8
Cender

Male 171 521
Female 157 479
Mantal status

Single 91 297
Married 237 72.3
Age (vear)

21-30 al 15.6
31-40 96 293
41-50 143 436
Above 50 38 115
Education level

Lower level 87 26.5
Upper level 241 3.5
Lengih of work (vear)

1-5 a0 152
6-10 139 424
11-15 65 19.8
16-20 v 11.3
21-25 26 79
Above 25 11 34

Source(s): Primary Data (2020)
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through the determmant of the covariance matrix. It is
moves away from 0 and even better if it 1s more than 1

cted that the determinant value
air et al,, 2010). The results of the

multicollinearity test output can be seen in the Sample Moments output on the Determinant of
sample covariance matrix value which is 9,461. Because the values stay away from 0, there is
no multicollinearity. The goodness of fit test is a model feasibility test used to measure the
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accuracy of the sample regression function in estimating the actual value. In this study,
goodness of {it test results can be seen that the value of CMIN / DF = 2314, GFI = 0927,
AGFI = 0931, PGFI = 0756, NFI = 0972, IFI = 0930, TLI = 0958, CFI = 0972 and
RMSEA = 0.072. The result of the confirmatory factor analysis revealed the model with a
good fit, so the model was appropriate and could be continued for further analysis
(seen Figure 2).

4.4 Hypothesis testing

Table 3.

Descriptive statistics
and scoring categories
based on scales

4.4.1 Hypothesis testing of direct effects befween variables. Mer overall a structural model can
be considered fit, the next process is tosee whether there is a significant influence between the
independent variable and the dependent variable. Testing this hypothesis is done by looking
at the estimated results of the research model. Th@basis of decision making (Hair ef al, 2010)
is the CR value > 196 and the p-value < 0,05 then the hypothesis is not rejected meaning that
the variable has a significant effect, whereas if the CR value < 1.96 and the value of P = 0.05
then the hypothesis is rejected meaning the variable is not take effect. The estimation results
of the model can bflseen in Table 4.

Hypothesis 1 : There is a relationship between entrepreneurial orientation and family
business performance. Supported. This is because the CR value is 2,873 (CR = 1.96). But the
effect is not significant because of the probability value of 0.068 or greater than 0.05.

The results of this study are different from the results of previous studies, that
entrepreneurial orientation has a significant effect on family business performance (Naldi

Variable Mean Standard deviation Scoring interval scales

6.03
6.52
514
6.24

115
102
0.85
.91

High

Very High
High Enough
Very High

Entrepreneurial orientation
Family involvement

Gender

Family business performance

Source(s): Primary Data (2020)

Figure 2.
Path diagram
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etal, 2007, Casillas et al, 2010, 2011; Akhtar ef al, 2015; Aloulou, 2018; Arzubiaga ef al , 2018a;
b). Significance occurs because of the influence of family mvolvement on entrepreneurial
orlentation glellemlanns etal, 2008; Williams ef al, 2019). So the role of family involvernent in
mediating the relationship between entrepreneurial orientation and family business
performance will be further discussed.

4.4.2 Hypothesis testing the effects of mediating variables. To find out whether the indirect
effect of X to Z through Y is significant or not, a Sobel test was performed. Sobel test 1s used to
determine the indirect effect of mediation variables (Sobel, 1987). Sobel test is a test to find out
whether a relationship through a mediating variable is significantly capable as a mediator in
that relationship (Allen, 2017). As with another hypothesis testing, the hypothesis is accepted
if this calculation produces a value of z = 1.98 with a significance level < 0.05 (Preacher and
Leonardelli, 2001; Solimun and Fernandes, 2017). 1 test results can be seen in Table 5.

Hypothesis 2 ; Family Involvement mediates relaftonship between entreprenewrial

entation and family business performance. Supported. From the calculation of the Sobel test

e effect of entrepreneurial orientation on family business performance through family
involvement obtained a z value of 4.74. Because the z value obtained is 274 = 198 with a
significance level of #¥* gr < 0.0, then it proves that family involvement is significantly able
to mediate the relationship of the effect of entrepreneurial orientation on family business
performance. From the results of the direct effect hypothesis, it is known that entrepreneurial
orientation has no significant effect on family business performance. With the famly
involvement, the relationship between entrepreneurial orientation and FBP through famly
involvement becd@es significant. So it canbe concluded that family involvement plays a fully
mediated role in the relationship between entrepreneurial orientation and family business
performance (seen Figure 3).

In the family business, especially the hotel business in Yogyakarta, non-financial
performance is a dimension that can be more important than financial performance (Prieto
and Revilla, 2006; Cardinaels and van Veen-Dirks, 2010). Nonetheless, financial performance
assessments in the hotel business are still widely used, especially in businesses on a larger
scale, and must be combined with non-dfinancial performance. Financial performance is
related to sales revenue growth, profit growth, cash flow dynamics, and financial analysis

Hypothesis Estimate SE. CR. P
FBP < F1 0518 0.089 2589 i
FI = EO 0761 0,093 4451 ek
FBP < EO 0277 0.067 2873 0.068

Note(s): SE: Standard errors CR: Critical ratio; P Probability (#%#p s significant at (101 level), FBP: Family
business performance; FI. Family involvement; EQ: Entrepreneurial orentation
Source(s): Primary Data (2020)
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Table 4.
Model estimation
results

Indirect effect A B SEA SEB Zvalue pvalue

EO to FBP through F1 0761 0.518 0093 0.089 4.74 ok
Note(s): EOQ: Entrepreneurial Orientation; FI: Family Involvement; FBP: Family Business Performance,
A: Raw (unstandardized) regression coefficient for the association between independent variable and mediator;
B: Raw coefficient for the association between the mediator and the dependent variable (when the mdependent
variable 1s akso a predictor of the dependent variable); SEA: standard ervor of A; SEB: standard error of B;
Zvalue: Sobel value; p-value: probability (¥ < 0.01)

Source(s): Primary Data (2020)

Table 5.
Sobel testing
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Figure 3.

Mediating role of
family involvement on
relationship between
entrepreneural
orientation and family
business perfarmance

Figure 4.

Path diagram between
entrepreneurial
orientation and gender
on family business
performance

indicators (Gallo and Vilaseca, 1 Van Auken and Werbel, 2006; Mazzi, 2011; Garcia-
Castro and Aguilera, 2014). Non-Imanecial performance is measured by the value of
profitability, sales, growth and total business success (Prieto and Revilla, 2006; Cardinaels
and van Veen-Dirks, 2010; Wagner ¢f al, 2015).

4.4.3 Hypothesis festing the effects of moderating variables. For testing hypothesis 3 using
the moderation test. Several theories suggest that the influence of one endogenous latent
variable is moderated by the second exogenous variable causing non-linear variables (Hair
et al, 2010; Chen, 2015). In SEM several methods can be used to assess moderating effects.
One of the easiest methods and can estimate moderating effects on complex SEMs is the Ping
method (L1 et al, 1998). Ping states that a single indicator should be used as an indicator of a
moderating variable (Ping, 1996). The single indicator 1s a multiplication of exogenous latent
indicators and their moderator mdicators.

This moderation analysis is done by imputing data from the variables involved in
moderation interaction ie. entrepreneurial orientation, gender and family business
performance. Th#next process is to model the interaction moderation, with the gender
variable acting as a moderating variable to the relationship between entrepreneurial
orientation and family business performance (seen Figure 4),

Hypothesis 3: Based on the output of the analysis results in Table 6, the interaction
variable between entrepreneurial orientation and gender has a significant effect on family
g.lsin&ss performance (P < 0.05 and CR > 1.96). So 1t can be concluded that gender moderate

e relationship between entrepreneurial orientation and family business performance (seen
Figure b).

Entrepreneurial orientation is one of the fields that is much researched in family business
studies. In developing countries like Indonesia, many businesses are owned and run by
involving the role of the family. The results of this study are consistent with previous research
conducted by Hoogendoorn ef al (2013) which explains that the success of a family business is
influenced by the role of entrepreneurial orientation with the moderating influence of family

Family
I vohleement

significant Significant

[

‘ Entrepreneurial w Family Business W

COrientation Performance
J Mot L
Significant
Zscore(EO)

0.35

28 “
0.71 0.04
BOX GN —— 00l Zscore(FBP)
.35 0.47

Zscore(GN)




and gender involvement. The results showed that when female families were taken as
moderatars, there was a reduction in the influence of entrepreneurial orientation variables
(Harveston ef al, 1997; Elizabeth and Baines, 1998; Carter ef al, 2010; Hoogendoorn ef al, 2013).

5. Conclusions

5.1 Theoretical timplications

The results of this study provide a new model in providing an overview of the direct and
indirect roles (mediating and moderating) in the assessment of family business performance.
This study uses three variables which are important in performance appraisal, namely
entrepreneurial orientation (independent variable), family involvement (mediating variable)
and gender (moderating variable). Where research that combines these four variables,
directly and indirectly, has never been done before.

The results showed that entreflfeneurial orientation had no significant effect on famly
business performance. However, the relationship between entrepreneurial orientation and
family business performance is significant by being mediated by ily involvement. The
results of the study also showed therole of gender m strengthening the relationship between
entrepreneurial orientation and family business performance. The results of this study

Wiklund and Shepherd (2005) state that by investigating business entrepreneurial
orientation, it can be explained that there is a managerial process that enables businesses to
reach a position superior to its competitors because entrepreneurial orientation facilitates
business actions to act based on initial signs derived from internal and external environment
of the business. Entrepreneurial orientation leads to the strategic orientation of a business,

Path Estimate SE. CE. P
ZFBP < ZEO 0.407 0.047 2608 ok
ZFBP = EO_x_GN 0.036 0.025 2426 0.014
ZFBP < 3N 0471 0.048 9.834 ok

Note(s): C.R: Critical ratio; I Probability (*##p issignificantat 0.01 level), EQ: Entrepreneurial orientation; GIN:
Gender; FBP: Family business performance
Source(s): Primary Data, 2020
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Interaction moderation
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including aspects of the style, methods and practices of specific entrepreneurial decision
making. Entrepreneurial orientation can be an important measurement of how a business is
organized and i1s an mmportant entrepreneurial contribution to business performance.
According to Wiklund and Shepherd (2005), entrepreneurial orientation can “enrich the
performance benefits of knowledge-based resources owned by businesses by paying
attention to the utilization of these resources to uncover and exploit opportunities.”

The success of a family business is largely determined by its leader (Danes and Olson,
2003). A leader who has the knowledge, skills and new ideas that can be contributed is the
most important factor in the formulation of business strategies and decision making (Craig
and Dibrell, 2006; Mahto ef al, 2010; Schepers et al, 2014). In some family businesses thereis a
homogeneous composition of leaders, because it only consists of male family members
(Powell and Eddleston, 2013). However, the contribution of leaders depends on their level of
orientation and strategic involvement in the business is managed (Chua ef al, 1999; Bertrand
et al, 2008). So this study analyzes the mediating and moderating effects of two main
variables that play a role in improving family business performance, namely the level of
family involvement and gender diversity.

5.2 Managerial imphications

The effect of family business performance on business continuity is enormous. In general,
family businesses involve owners, family members and hotel management (who come from
outside the family) (Sciascia ef al, 2013; Abdullah ef al, 2014; Poutziouris ef al., 2015;
Bauweraerts and Colot, 2017, Cherchem, 2017). In some cases, the family acts as both the
owner and management (Casillas ef al, 2011; Revilla ef 4, 2016). But in other cases that
management also comes from outside family members (Bauweraerts and Colot, 2017,
Cherchem, 2017). So that the involvement between the owner, family members and
management becomes an important measure of the success of a hotel managed by a family
business. Dyer (2006) states that family businesses depend on family involvement to become
part of the local community, making it easier for hotel management to gain knowledge of the
local culture that enables the achievement of profitable profits.

Entrepreneurs who have high entrepreneurial orientation can improve business
performance (Slater and Narver, 1995; Lumpkin and Dess, 1996). Entrepreneurs involved
in the local community can provide authentic experiences to tourists based on their
knowledge. The effectiveness of community involvement 1s influenced by politics and local
relations, as well as the personal skills of the owner (Shan et al, 2016). One form of community
involvement is to employ residents. This can build strong social capital in local communities
that can enhance and support local businesses in the tourism sector. So that it can indirectly
support and influence the future goals of business practices and long-term strategies for
small business owners in the tourism sector (Javalgiand Todd, 2011; Boso ef al, 2013). At the
same time assisting the government in increasing Local Revenue and increasing the standard
of living of the people in the region, especially in tourism destinations.

The results of this study can also make other contributions in the field of women's
empowerment. As it is known that many businesses are established and owned by women. In
Indonesia, it's easy to get a family business that is founded and owmned by women, while men
work in the formal sector, such as in the office. Although this type of business is an
independent business with small numbers of employees, this family business can contribute
to the country’s income and employ more than 30 million labor.

5.3 Limitations
There are two limitations to this research: the results of the study cannot conclude a national
family business: this study adopts convenience sampling and the sampling area is limited in




Yogyakarta. From the perspective of statistical theory, the sample may lack the
generalization power, and may not be suitable for inference as a citizen in general, The
results of the study are not conclusive for the family business in general. This study only
researches hotels managed by family businesses. Despite obtaining concrete conclusions, the
results of the research may not be suitable for conclusions on the family business in general.

54 Suggestion and future vesearch

This finding has significant implications that can help family businesses i developing
strategies that are suitable for business management. Entrepreneurial orientation occupies a
strategic position in developing sustainable competitive advantage in the family business of
the tourism sector especially the hotel business n Yogyakarta for the better. Family
businesses need to be committed to innovation, proactivity, courage in taking risks and being
able to manage risk.

The results also showed that entrepreneurial orientation had no significant effect on
performance. This relationship becomes significant when combmed with active family
involvement. This fmding also shows that entrepreneurial orientation has the potential to
have a more beneficial effect because of the active involvement of the family in helping with
business management, alleviating businessrelated problems, and having a significant
influence when the family also acts as management. El

Other results of the study show the role of gender instrengthening the relationship between
entrepreneurial orientation and the performance of the family business, especially the hotel
business in Yogyakarta. Many successful family businesses are controlled by women (Boerd,
2018). Many family businesses in Indonesia also provide opportunities or wide access for
women to demonstrate their achievements. In many big cities in Indonesia, women's
participation in managing family businesses is also large especially for women with high
education. Similarly, In terms of the benefits of women in family business management is quite
high, because women have the characteristics of patience, pamstaking, resilient and thrifty
(Venugopal, 2016; Murphy, 2017). In terms of gender equality and justice in the family business
in Indonesia, there is no gender bias. Of the four aspects of gender equality and justice, namely:
access, participation, control and benefits, all aspects can be answered convincingly as in the
description above that there is no gender bias in the family business i Indonesia. What is
needed is opening wider access for Indonesian women in the realm of business management,
expanding women's participation in the family business, increasing the role of control for
women, and ncreasing women's knowledge and skills to increase the benefits In managing
family businesses so that they have sustainable resilience in the face of global competition.

This study only researches family business hotels in Yogyakarta. Future research may
choose to use several types of family businesses so that more varied results can be obtained.
Future research could also compare hotels managed by family businesses with non-family
businesses. The results found that in addition to gender roles, it is known that the
heterogeneity of respondents is an important component in the @udy of social identity.
Therefore, research examining the influence of different cultures on the relationship between
entrepreneurial orientation and family business performance should be an extraordinary
topic for future study because this will help broaden the theory of social identity and social
capital. In this study, researchers used a questionnaire survey to verify hypotheses, thus only
providing cross-sectional data. For future research longitudinal studies need to be done to see
the dynamic changes between generations to the next generation in the family business.

Other results from this study also indicate that there is a role for religion In improving
hotel performance. More than 81.7% of hotels in Yogyakarta are managed in sharia (Table 2).
Islamic family business management is based on the principles of Islamic business economics
as a source of reference (Gimusay, 2015). From the process and experience in developing a
[slamic family business, 1t will create a value system that drives collective business behavior

Effect of
enfrepreneurial
orientation
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according to Islamic business principles (Ramadani ef al., 2016; Machmud and Hidayat, 2020).
The combination of religion and modern business behavior will create a business model,
namely the Islamic business model. Future research is needed to further explore Islamic
business modeling for family businesses.

Another finding of this study is that as a result of the global development of family
business, research that focuses on the positive aspects of the internationalization of family
businesses including emerging markets is very important to do (Ratten ef al, 20173, b).
Family businesses need to be more innovative and take risks so that they can compete
globally and can help family businesses build reputation and improve performance (Ratten
etal,2020). Today, the internationalization of family business is an important topic in global
business, in order to survive in a dynamic environment which changes rapidly due to
economic and financial trends. It is very interesting to understand the role of family business
in transitional economies such as the one currently occurring due to the global pandemic.
Future research is needed to improve the precise strategies that family businesses can adopt
for internationalization in transitional economies.
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