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Abstract

Family businesses are the foundation of any economy. They have been heavily influencing our
society for many centuries. The level of involvement among family members is vital to
flourish a family business. Therefore, research is conducted to assess the dependencies of six
aspects of the selected family businesses in the Czech Republic. Several findings from the
family survey are found in the correlation analysis: there is the highest indirect dependence
between the number of directors and the number of family members actively involved in a
family business, and some factors do not show dependence. This is evidenced by the
relationships between the number of members of the board of directors or managing
directors and the number of family members who are not interested in family business.
Correlation analysis methods are used on top of the methods of analysis, synthesis and

comparison.
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Introduction

The globalized world is becoming faster and
unpredictable. Yet, what is almost unvaried
is the basis of our society - family and its
values, Masulis et al. (2011). According to
Goehler  (1993), “family influence
constitutes the family business”. In view of
this reason, family businesses are the

foundation of every economy. They
dominate world trade and generate 70-90%
of GDP, De Massis et al. (2017). According to
the latest statistical data, they create 50-
80% of the jobs worldwide (Family Firm
Institute, 2017). In Europe, family
businesses are even more important as
Botero et al. (2015) and Pindado, et al
(2012) claimed. In Spain, small and medium
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- sized entreprises are regarded as non-
exporting businesses (Fernandez and Nieto,
2005). They represented 70% of the gross
domestic  product (Maloni et al
2017). Moreover, they also contribute to
the economic growth in South and East Asia,
Latin America and Africa (Gonzalez and
Garcia-Meca, 2014).

The above are not just phrases, but a
provable fact by many studies in recent
years. Compared to big and non-family
businesses, family businesses are more
resilient in crisis and thus respond faster to
market opportunities, which extend their
life cycle (Carr and Bateman, 2009),
(Kontinen and Ojala, 2011). Moreover, they
act as different roles in society, such as the
basis for serving regions, the bearers of
traditional products and the natural
supporters of their surroundings (Gomez-
Mejia, Makri and Larraza-Kintana, 2010),
(Graves and Thomas, 2006).

Specific attributes within a family business
is adouble-edged sword. These attributes—
family, managers and owners are
systematically arranged in the Three Circle
Model, according to Tagiuri and Davis
(1996) and Moore (2009). The Family
Business Triangle model (Rivers, 2015)
shows the complexity of reconciling
economic and family goals. On the other
hand, Nacht (2018) highlighted the
difficulty to determine the extent to which
family goals are pursued, as the
commitment level of the family
management, the influence of the family on
the enterprise, or the intention of future
generation to inherit the business are
unquantified.

The differences between family and non-
family businesses are mainly in the area of
personnel and economics (Aronoff and
Ward, 2016). Family businesses aim at both
financial and non-financial objectives. Their
managers aim for sustainable growth and
maximizing the long-term value of the
business (McCormick, 2016). The same
authors pointed out that family businesses
are more conservative and risk-averse, and
their successors tend to abide by tradition.
The same study also identified the unique
resources in family businesses, such as

human capital, financial capital and lower
control costs. Contrarily, the goal of non-
family businesses is primarily the return on
investment of the owners (Nacht, 2018).

The aim of this study is to evaluate the
influence of family representation on the
enterprise using a statistical method of
correlation analysis. The structure of the
study is as follows - Section 1 introduces the
objectives of the research and the basic
aspects of the family business. Section 2
presents findings from the related
literature. Section 3 discusses the
methodology of this research. Section 4
presents the outcomes and evaluation of the
influence of family representation on the
company. Section 5 concludes the main
results and  recommendations  for
companies and future studies.

Literature Review

The definition of “family business” differs
among studies (Chittoor and Das, 2007;
Sharma, 2004; Anderson and Reeb, 2003;
Habbershon and Williams, 2003 and
Sharma et al. 1999). Habbershon and
Williams (2003) defined family business as
“the unique bundle of resources a particular
firm has because of the systems interaction
between the family, its individual members
and the business”. Chua, Chrisman and
Sharma (1999) defined it as “a business
governed and/or managed with the
intention to shape and pursue the vision of
the business held by a dominant coalition
controlled by members of the same family
or a small number of families in a manner
that is potentially sustainable across
generations of the family or families.”
Sharma (2004) classifies family firms as
famiy businesses “only if the family retains
voting control of the business and multiple
generations of family members are involved
in the day-to-day operations of the firm”.

However, most of the definitions always
take the following factors into account: the
number of family members participating in
the share capital; the amount of share
capital owned by family members; the
representation of the family in top
management; and the intention to hand
over the business to the successor
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generation. The most important
prerequisite  for success in future
generations of a company is based on the
personality of the founder, and the intensity
and quality of family involvement in the
company (Aronoff and Ward, 2016).

Family businesses are considered the
largest job source in the private sector, and
their multi-generation nature strengthens
the stability of the economy as they are
more capable of survivingthrough the
economic recession (Machek and Hnilica,
2015). Due to the high level of trust among
family members, family businesses are very
flexible and able to quickly adapt to changes
in the socio-economic environment (Doney,
1998). Family businesses are able to
respond more flexibly in frequently-
changed policies, such as VAT rates
(Randova, Krajniak and Friedrich, 2013).
Besides, family businesses have a
significantly higher equity ratio than other
businesses, which supports both the
stability of the enterprise and the overall
economy fundamentally (Bloom, 2007).

The definition of “family business” gives
great importance to the business
environment in the Czech Republic. It helps
family businesses to identify laws that are
related to them, so they can respond quickly
and flexibly = without  unnecessary
bureaucracy. In May 2019, a definition of
“family business” has finally been
introduced to the Czech Republic (European
Parliamnet, 2015). It is possible to
statistically and realistically evaluate the
impact of family businesses on the economy
(Kalls and Probst, 2013). It can also launch
structural changes, or possibilities of tax
relief as well as other aspects of the income
tax (Krajnak, 2018). In Spain, for example, it
has been concluded that if an entrepreneur
invests his capital in a company and it is a
family business, there is a tax reduction in
those companies (Déniz and Suarez, 2005).

The disagreement between family members
is a constant problem. The existing research
focused on assessing the impact of that on
the performance of family businesses
(Astrachan et al. 2002; Ruherford et al. 2008
and Holt et al. 2010) and their financial
performances (Ruiz Jiménez et al. 2015).

Klein et al. (2005) identified three
dimensions of the family’s influence, based
on their F-PEC method, portraying the
influence of the family on the enterprise
through three pillars: Power, Experience
and Culture. Studies of Merino et al. (2014)
on more than 500 small and medium sized
entreprises and the results have shown that
differentiating family dimensions with F-
PEC has new impacts on the business. Frank
et al. (2017) created a multidimensional
indicator (FIFS - Family Influence
Familiness Scale) comprising six
dimensions: (1) ownership, management
and control; (2) the knowledge level of
active family members in their family
business; (3) sharing information among
active family business members; (4)
transgenerational orientation; (5) the link
between family and employees; and (6) the
identity of the family business.

Since there is limited literature in the Czech
Republic, the influence of family business on
the development of the business
environment and GDP creation is mainly
based on foreign studies. Worldwide family
business is conducted by the study
programs in these universities: Cambridge
Institute for Family Enterprise, Center for
Family Enterprise and Ownership at
Jonkdping International Business School in
Sweden and Jyvaskylad University in Finland.
For Czech universities, only subjects related
to the problems are offered, for instance
VSFS Prague and VSB-TU Ostrava. Centers
for Family Business exist at several
American universities. A similar center was
established at the University of Economics
in Prague in 2016.

The Family Firm Institute (located in
Boston, USA) is known as the most
prestigious family business association in
the world, founded in 1986, together with
the publication of the first issue of the
Family Business Review in 1988, can be
considered as the origin of the scientific
research of “family business” (Sharma et al.
2012). In the European Union, the European
Family Businesses Federation has been
operating in Brussels since 1997. It brings
national  associations  together and
represents family businesses with a long
history. In the Czech Republic, the
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Association of Family Companies and the
Club of Family Companies within the
Association of Small and Medium
Enterprises aim to enforce the notion of
"family business" in Czech legislation. An
accurate definition should be the main
requirement to support the family
businesses (Machek and Hnilica, 2015).

The method of correlation analysis in family
businesses has been discussed by Sonfield
and Lussier (2004), Sonfield and Lussier
(2005), Sonfield and Lussier (2009) and
Sonfield et al. (2005). In their 2009 study,
the authors examined, in a transnational
context, the integration of family members
and non-family leaders into family
businesses. The sample (N = 593) of family
businesses was made from six countries
with considerable differences in cultures,
economies and levels of business. The
results of the correlation analysis showed
that when the percentage of non-family
managers in management positions
increases, the percentage of a needed
external assistance increases as well. At the
same time, the number of conflicts within
the company has decreased. The reduction
in the number of conflicts in this case was
due to previous conflicts between family
members.

Similar topics have also been discussed in
Kellermanns and Eddelston (2004),
Kellermanns et al. (2008), Levesque and
Minniti (2006) and Classen et al. (2014). In
their 2008 research, the authors further
developed the research of Zahra et al.
(2004) and Zahra (2005), and worked with
a sample (N = 232) of family businesses
affiliated to two American universities in
the northwest of the country. The study
focused on executive directors of family and
non-family businesses. Researchers
distributed the questionnaire research to
family members and evaluated their impact
on the company. The results of the study
showed a clear correlation between the
performance of family businesses led by
family leaders and non- family leaders.

Methodology

Data Collection and Sample Selection

Data for correlation analysis were primarily
obtained by  quantitative  research
(questionnaire  survey) using CAWI
(Computer Assisted Web Interviewing)
method, (Madlenak and Svadlenka, 2009).
Respondents (population) are managers or
owners of family businesses. They were
sent emails including a cover letter and a
hypertext link to the electronic
questionnaire website. Businesses operate
in the manufacturing industry (according to
CZ NACE Group C) were broken down into
micro, small and medium-sized enterprises
according to Commission Regulation (EC)
No 800/2008 (excluding independence).

Sampling was performed by random
selection. The number of family enterprises
(including micro, small and medium) was
set to 4,396. Those family businesses in the
Czech Republic were included in the sample.
A response rate of 10 % (i. e. 440
questionnaires) was expected to be
collected. However, only 292
questionnaires were collected. Out of these
292 questionnaires, 145 were family
businesses, and the remaining were non-
family businesses. The survey focused on
both objective and subjective data. Most
questions were chosen in the form of a
closed question - ditochomical. The full form
of these questions is in Section 4. Data
processing was performed using statistical
software (IBM SPSS Statistics). The results
were processed in the form of a correlation
matrix with an explanation.

Correlation Analysis

Correlation analysis is used to determine
the linear dependence between quantities
and variables (Ramsay, 2005). One
commonly used indicator is the Pearson
correlation coefficient r (3.1),
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S (=D Wi=5)

r =
[0 s 092

where X is the diameter of x, y is the diameter of y.

Outcomes

The influence of family representation on
family businesses is examined by the
following variables:

X1 - the share of family members in the
ownership of the enterprise in percentage
(%)

X2 - the number of members of the Board of
Directors or Managing Directors

(3.1)

X3 -the number of family members from the
Board of Directors or statutory
representatives

X4 - the number of family members actively
involved in the business

X5 - the number of family members
inactively involved in the business

X6 - the number of family members who are
not interested in family business

The results of the correlation analysis are
shown in Table 1.

Table 1: Correlation Matrix

X1 X2 X3 X4 X5 X6

X1 Pearson 1 -,097 , 146 ,043 -010 -,009

Correlation

Sig. (2-tailed) ,256 ,087 ,618 ,917 ,925

N 145 145 145 145 145 145
X2 Pearson -,097 1 ,455™ ,618™ -,666 ,002

Correlation

Sig. (2-tailed) ,256 ,002 ,000 467 ,983

N 145 145 145 145 145 145
X3 Pearson ,146 ,455" 1 ,235™ -,045 ,079

Correlation )

Sig. (2-tailed) ,087 ,002 ,006 ,619 ,400

N 145 145 145 145 145 145
X4 Pearson ,043 ,618" ,235™ 1 ,015 -,005

Correlation )

Sig. (2-tailed) ,618 ,000 ,006 ,871 ,958

N 145 145 145 145 145 145
Xs Pearson -,010 -,666 -,045 ,015 1 ,152

Correlation

Sig. (2-tailed) ,917 ,467 ,619 ,871 ,109

N 145 145 145 145 145 145
Xe Pearson -,009 ,002 ,079 -,005 ,152 1

Correlation

Sig. (2-tailed) ,925 ,983 ,400 ,958 ,109

N 145 145 145 145 145 145
** Correlation is significant at the 0.01 level (2-tailed).

Source: own calculations
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The results show that the most significant
dependence is between X4 and X2. In other
words, the number of members of the board
of directors and the number of family
members actively involved in the business
are interdependent variables. The most
significant indirect dependence is between
X5 and X2 (i.e. the number of family
members not actively involved in business
and the number of members of the board of
directors). There is also a significant
correlation between the number of board
members X2 and the number of family
members on the board X3. In other cases,
only slight or near zero dependencies were
found.

For example, slight dependencies were
found in X1 and X2. This may be due to the
fact that the size of the business does not
correspond to the number of members of
the board of directors of family members. In
this case, shares may be held by non-family
members who are one of the members of
directors or even executive directors of
family businesses. Shares are then
diversified in both family representatives
and non - family members who are working
in the company.

There is almost no dependence between the
variables X4 and X6, or X2 and X6. In case of
X4 and X6 variables, this may be due to the
difficulty of determining how many family
members are actively involved in the
business at any given time. Reluctance or
lack of interest in one's own family business
often leads to a crisis. In the event of a
company crisis, companies might choose to
hire employees from outside the company.
This decision may even be fatal because
someone who is not a member of a family
business company will not be able to
immediately solve the issue. Instead of this
solution, companies should focus on
handling the problem on their own. This
may be an additional topic for elaboration
and for conducting the research.

The positive relationship between the
studied variables was proved, but not
entirely. In a family business, there are
interdependent variables relating to board

members and family members who are
actively involved in the business. It is
desirable for a family business to have its
family members work at all levels of the
business. Another important element is the
cooperation between employees and the
top management. If family members in a
family business cooperate with no
contradictions, the business can
be successful. On the other hand, a negative
dependence was found in X3 and X5. The
reluctance of employees outside the family
to support the company management is
often detrimental to the corporate
environment and the company is forced to
gradually replace family employees with
non-family employees. It follows from the
above that a successful family business
should be made up of cooperating family
members.

Conclusion

To conclude, the study evaluates the
influence of family representation in a
family business by using the statistical
method of correlation analysis. According to
the findings, different dependencies
between the variables examined were
found. The correlation between the number
of directors (X2) and the number of family
members actively involved in family
business (X5) was the highest. In some
cases, however, the dependence has also
been refuted, as evidenced by the
relationships between X4 and X6, or X2 and
X6, for example. They have zero
dependence.

The main findings in this research are, to
some extent, consistent with those of Schulz
etal. (2001), Parasuraman et al. (1996) and
Anderson and Reed, (2003). On the
contrary, the conclusion of the study by
Olson et al. (2003) differs from the findings
in this study. For example, the influence of
employees who have been selected among
non- family member workers may be the
subject of further research. The article
mentioned the negative influence of these
employees several times. It would certainly
be interesting to compare it with other EU
countries on how they perceive this issue in
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their family businesses. Other research
opportunities are, for example, in areas of
corporate social responsibility, crisis
management or social managerial etiquette.

The family businesses in the Czech Republic
are still sustainable. However, the research
on family businesses in the Czech Republic
is overlooked. Extensive research has been
carried out in some universities, such as TU
Liberec, Brno University of Technology and
University of Economics, Prague, (Machek
and Hnilica, 2015). Some impact surveys
are also carried out by the Association of
Small and Medium Enterprises.
Nevertheless, the research does not
correspond to the result on a global scale.
The presented research aims to help fill the
research gap in the Czech Republic as
mentioned above.
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