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ABSTRACT

The family owned businesses are considered as common, popular business type that 

makes a significant contribution to the wealth of a nation in all over the world also, are 

important in internationalization of economies. There are ample research based 

evidences that the performances of the family owned businesses are better than that of 

non-family owned business. The inherent characteristics of family owned businesses 

may determine the higher performances. Therefore, the proposed research attempts to 

investigate the determinants of the performances of family owned business in Sri 

Lankan Context. Data were collected directly form owner managers of family owned 

businesses in Western Province, Sri Lanka.  The findings of the study help to identify 

the Entrepreneurial characteristics and family owned business performances, and 

provide insight to lead such businesses to success. The study focuses on three 

entrepreneurial characteristics: planning, achievement and power competency. The 

findings establish a significant impact of planning competency of entrepreneurs on 

family owned business performances. On the basis of these findings, managerial 

implications of this study and future research direction were highlighted.

Keywords: Family owned business; Entrepreneurship; Planning competency; 

Achievement Competency; Power competency
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1. Introduction

In most countries of the world, the role of Family Owned Businesses has remained 

noteworthy throughout the 20th century. The importance of the Family Businesses 

also seems to have been increasing over time. The family owned businesses are 

considered as common, popular business type that makes a significant contribution to 

the wealth of a nation in all over the world with a proportion of 80-95% of businesses 

and interestingly their performances are better compared to non-family owned 

businesses (Nordqvist & Melin, 2010; Abdellatif et al., 2010; Alpay et al., 2008). The 

connection between entrepreneurship and family business is widely unrecognized. 

Families are vital and supportive environments for entrepreneurial behavior. 

Entrepreneurship research has revealed that family support and the presence of self-

employed parents are important influences in venture initiation and business 

ownership (Shapero and Sokol, 1982; Cooper, 1986). Entrepreneurship is the start and 

heart of most family businesses and the phenomenon of an entrepreneurial family 

fosters, subsidizes who engage in entrepreneurship. In fact, the family business is 

quite simply the “wider-lens” view of entrepreneurship as the initial business efforts 

of one or more family members grow and change over time. In the present literature, it 

is seen that there is lack of empirical research on the relationship between 

entrepreneurial characteristics and the business performance of family owned 

business in Sri Lanka. Given the lack of academic research about this topic, the 

objective of this study is to examine the entrepreneurial characteristics and the 

business performance of family owned business. 

Further, according to the Kuznetsov, McDonald and Kuznetsova (2000) although a 

successful entrepreneur should possess all of these competencies, their relative 

importance varies according to the environment in which the business operates. The 

findings and theories related to entrepreneurial characteristics are from Western 

context, reflecting such individualist cultural contexts and thus, the findings of such 

studies cannot be generalized to nations like Sri Lanka with diverse cultures. Notably, 

studies on entrepreneurial characteristics have been far less focused on Asian contexts 

where collectivist culture is more prevalent. Therefore the research problem which 

focused here is “What extent entrepreneurial characteristics influence the 

performance of family owned business in Sri Lankan context?” Thus, this study 

explores whether the entrepreneurial characteristics of family owned businesses 

determine the higher performances in such context. 
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2. Significance of the Study

Performance of the business depends on various factors such as the competencies of 

the entrepreneurs, values, expectations, and management practices. Even though all 

these factors contribute to the performance of the business, present study considers the 

entrepreneurial competencies as the key factor in determining the performance of 

family owned business. Even though other factors may determine the performance of 

the business in different angle, the entrepreneurial competencies are the only factors 

which coordinate other factors towards the performance of the family owned business. 

Skills and competencies have taken much concern of researchers at past and present in 

view of success of entrepreneurs. According to Kuznetsov, McDonald and 

Kuznetsova (2000) entrepreneurial competencies and their interaction with strategy 

and industry structure have become increasingly looked upon as principal factors 

determining the success of new ventures. Thus, the finding of the present study helps 

the entrepreneurs / owner managers to understand how their entrepreneurial 

competencies determine the performance of the family owned business. The business 

performance is crucial in the determining the survival of the business. The present 

study can be considered as an attempt to open doors to evaluate entrepreneurial 

characteristics to achieve the business success.

3. Theoretical Background and Hypotheses

3.1 Family owned business

Although many small and micro businesses are family owned and operated, there is 

evidence that family firms are also fast growth firms and very large successful firms. 

Broadly, family business has been defined as a business that is owned and managed 

(i.e. controlled) by one or more family members (Handler, 1989; Hollander & Elman, 

1988). A more detailed definition is provided by Davis and Tagiuri (1982). They 

define family firms as “ ---- organizations where two or more extended family 

members influence the direction of the business through the exercise of kinship ties, 

management roles, or ownership rights.” Moreover, Gallo (1994) has asserted that 

family businesses are essentially the same in every country in the world relative to 

their problems, issues, and interests.    

3.2 Entrepreneurial competencies

The unique characteristics of entrepreneurs were occasionally the topic of research in 

the social sciences field.  Entrepreneur characteristics are unique and different from 
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non entrepreneurs (McClelland, 1961; Brockhaus, 1980; Schere 1982; Law & 

MacMillan, 1988). An extensive research conducted worldwide by the management 

system international (MSI) team has pointed out ten key personal entrepreneurial 

characteristics that separate successful from unsuccessful businesses. These 

characteristics are divided into three major categories: achievement competencies, 

planning competencies, power competencies. These competencies have been dealt 

with many researchers under various contexts. Also, researchers have noted the 

necessity of these competencies for business success. A competency can be 

considered as a kind of higher level characteristic, encompassing different personality 

traits, skills and knowledge, which are in turn influenced by the entrepreneur’s 

experience, training, education, family background and other demographic variables 

(Bird, 1995). The characteristics of entrepreneurs have been studied from a variety of 

perspectives and by a variety of needs i.e., Need for Achievement; Need for Power; 

Need for Affiliation (McClelland, 1961). This study focuses on three competencies 

(achievement, planning and power) that are required for the family owned business 

success.

A competency can be considered as kind of higher level characteristic, encompassing 

different personality traits, skills and knowledge, which are in turn influenced by the 

entrepreneur’s experience, training, education, family background and other 

demographic variables (Birs, 1995).

A critical review of literature on competencies done by Man, Lau and Chan (2002) 

identifies six entrepreneurial competency areas from a process perspective.  This 

includes opportunity competencies, relationship competencies, conceptual 

competencies, organizing competencies, strategic competencies and commitment 

competencies. 

Overall, previous research provides several ideas on the set of competencies needed 

for small business success.  The findings were similar in some cases and the 

competencies were named differently and which overlaps in many cases. Some of 

them (Hornaday and Aboud, 1971; Durand, 1974; Kuznetsov, McDonald and 

Kuznetsova, 2000) have taken the personal characteristics as the core competencies 

and others (Man and Lau, 2000; Man, Lau and Chan, 2002; Huck and McEwen, 1991; 

Gaskill, Van Auken and Manning, 1993) have taken a different stand in identifying 
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competencies with functional bases of business operations. As Kuznetsov, McDonald 

and Kuznetsova (2000) suggests, although a successful entrepreneur should possess 

all of these competencies, their relative importance varies according to the 

environment in which the business operates.

3.3 Achievement competencies

Individuals with high need for achievement are dominated by a desire to influence and 

control the context in which they operate since they seems to be ambitious, hard 

working, competitive, keen to improve their social standing, and they place high value 

on achievements (McClelland, 1961, Papadakis, 2006).  Previous studies on 

entrepreneurial aspects pointed out that a significant psychological explanation of 

entrepreneurial acts is the need for achievement (Shapero & Sokol, 1982; Brockhaus, 

1980). Researchers found empirical support that the entrepreneurs are initially driven 

by ‘push’ factors and have the achievement motivation. From his/her prospective, the 

main characteristic of the business initiators is the higher need for achievement 

described as a preference for challenge, acceptance of personal responsibility for 

outcomes and innovativeness (Ivanova & Gibcus, 2003).

3.4 Planning competencies

Durand (1974), through his research with a practical orientation, found that an 

entrepreneur must have the necessary skills to transform his desires and hopes into 

overt actions. Many researchers; Timmons, 1979; Gaskill et al., 1993; Monk, 2000) 

confirms that poor management was often a reason for failure of enterprises, and 

suggests that business planning is important for business success. 

3.5 Power competencies

Power competencies of an entrepreneur consists persuasion and networking, Self 

confidence and correcting factors (responsiveness to criticism and suggestions, ability 

to learn from mistakes). The need for power is essential to have control over others, to 

influence their behavior. Man and Lau (2000) identified competency areas such as 

opportunity competencies, relationship competencies, conceptual competencies, 

organizing competencies, strategic competencies, commitment competencies, and 

supporting competencies. A critical review of literature on competencies done by Man 

et al. (2002) identified six entrepreneurial competency areas from a process 

perspective.  They are: opportunity competencies, relationship competencies, 
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conceptual competencies, organizing competencies, strategic competencies and 

commitment competencies. 

3.6 Entrepreneurial characteristics and family owned business performance

Broadly, family business has been defined as a business that is owned and managed 

(i.e. controlled) by one or more family members (Handler, 1989; Hollander & Elman, 

1988). Ibrahim and Goodwin (1986) stated that “success in business is defined in 

terms of rate of return on sales and age of longevity of the firm”. Cuba et al. (1983) and 

Khan and Rocha (1982) also found that sales, profit and longevity were important to 

business success.

Small business success, indeed all business success is predominantly measured in 

either increases in turnover, or revenue or increase in number of people employed 

(Barkham et al. 1996; Bruderl & Preisendorfer, 1998; Gibb & Davies, 1990; Holmes 

& Zimmer, 1994; Ibrahim & Goodwin, 1986; Kalleberg & Leicht, 1991). Many 

previous studies (Bamberger, 1983; Porter, 1985; Covin and Slevin, 1989; Kotey and 

Meredith 1997; Kuznetsov et al., 2000) found relationship between entrepreneurial 

characteristics and business performance. In the literature review, it is noticed that the 

characteristics of entrepreneurs influence the family owned business performance. 

Accordingly, the following hypotheses are developed for the purpose of this study.

H : There is a positive relationship between planning competencies and family 1

owned business performance.

H : Planing competency tends to have higher impact than achievement competency 2

and power competency on family owned business performance.

H : Family owned businesses headed by entrepreneurs having higher planning 3

competency tend to have higher business performance than those entrepreneurs 

do not have higher planning competency. 

H : Family owned businesses headed by male entrepreneurs who possess higher 4

planning competency tend to have higher business performance than female 

entrepreneurs.

H : Family owned businesses headed by entrepreneurs having more experience tend 5

to have higher business performance than those who having less experience. 
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4. Methodology

4.1 Conceptual model

Proposed conceptual model of the study, including the dependent and independent 

variables is described in the Figure 1. It includes three independent variables 

(achievement, planning and power competency). The dependent variable is the 

performance of family owned business. 

Figure 1: Conceptual Model

4.2 Source of data and sample procedure

Data were gathered through a questionnaire distributed among the owner/manager of 

family owned Businesses Western Province of Sri Lanka. The level of competition 

and potential market opportunity are high compare to other provinces. Thus, 

researchers focused mainly on western province to collect the data to capture the 

potential competencies of entrepreneurs. A randomly selected sample of 75 owner 

managers of family owned business were considered for the data collection. Finally, 

50 completed questionnaires were used in data analysis.

4.3 Measures and questionnaire

The questionnaire divided into 3 parts. The Part A focused on demographic and 

organizational characteristics. Part B and C consist series of questions to elicit 

information about the entrepreneurial characteristics and business performance 

respectively, using 5 point likert scale ranging from strongly agree to strongly 

disagree. 

 

4.4 Entrepreneurial competencies scale

Entrepreneurial competencies scale consists three major parts; achievement 

competency, planning competency, and power competency. These competencies were 

          Independent variables             Dependent variable

 

 

Achievement competency 

Planning competency 

Power competency 

Family Owned Business 

Performance 
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measured using a five point likert scale ranging from 1(Strongly disagree) to 

5(strongly agree). Achievement competency scale includes 25 items to measure 

entrepreneurs’ achievement competency. The sample items were “you search for new 

aspects to do”, “you take repeated attempts to gather appropriate persons to achieve 

your goal”. The achievement competency has a high level reliability with Cronbach’s 

Alpha 0.76. Planning competency scale includes 15 items to measure entrepreneurs’ 

planning competency. The sample items were “You like to think and plan about the 

future”, “you search for lot of information before starting a new work”. Planning 

competency has a high level reliability with Cronbach’s Alpha 0.80. Power 

competency scale includes 15 items to measure entrepreneurial planning competency. 

The sample items were; “you get others to work for your recommendations”, “you 

have the confidence of winning, whatever task”. Power competency has a high level 

reliability with Cronbach’s Alpha 0.74

4.5 Business performance scale 

Entrepreneurs were asked serious of questions regarding their business performance 

by using five point Likert scale ranging from 1(Strongly disagree) to 5(strongly 

agree). Six items were included to measure the business performance. Sample items 

“Number of employees or personal increased”, “amount in turnover increased”, 

“profit in business increased”. Business performance has a high level reliability with 

Cronbach’s Alpha 0.92.

4.6 Data analysis

Data analysis carried out in two steps.  The first step presents the background 

information of the research sample, and the second step tests the relationships 

conceptualized in the study.  Data analyzed with correlation, and multiple regressions 

to find out the relationship between the entrepreneurial, demographic characteristics 

and business performance of family owned Business. 
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 5. Results

Table 1: Correlation between Business Performance and Planning Competency

The analysis reveals that there is a positive relationship between planning 

competencies and family owned business performance (r=.53, p<0001). Hypothesis 1 

posits that planning competencies of the entrepreneurs increase the family owned 

business performance.  As predicted, the coefficient for that interaction is positive and 

significant, supporting hypothesis 1. The magnitude of the hypothesized effects is 

considerable.  

Hypothesis 2 posits that planning competency tends to have higher impact than 

achievement competency and power competency on family owned business 

performance. Therefore, the model 1 considered achievement, planning and power 

competency as independent variables. As depicted in the model 1 in Table 2, the results 

indicate that planning competency has higher impact than achievement and power 

competency. The coefficient of determination of model 1 indicates that above 30 

percent of the variation of business performances can be explained by the independent 

variables. 

The model 2 in the Table 2 developed for the hypothesis 3. It posits that entrepreneurs 

of family owned businesses having higher planning competency tend to have higher 

business performance than those entrepreneurs do not have higher planning 

competency. The results indicate that higher planning competency effect on business 

performances of family owned businesses (â=0.77, p<0.01). In this model, 20 percent 

of the variation of business performance can be explained by higher planning 

competency. 

 Business 

Performance 

Planning Competency 

Business performance 1.0000   

Planning competency 0.5334                       1.0000

            0.0001  
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 Model 1 Model 2 Model 3 Model 4 

Achievement -0.23    

 (0.36)    

Planning 0.77***    

 (0.25)    

Power 0.31    

 (0.29)    

Higher Planning  0.77*** 0.08  

  (0.22) (0.47)  

Male   1.20***  

   (0.28)  

Higher Planning_1 X male_1   0.24 

(0.52) 

 

     

Higher Experience1    0.06 

    (0.25) 

Constant -0.41 2.33*** 1.67*** 2.80*** 

 (0.91) (0.17) (0.21) (0.14) 

R-squared 0.30 0.20 0.51 0.00 

Adjusted R-squared 0.26 0.19 0.48 -0.02 

N 50 50 50 50 

* p<0.1, ** p<0.05, *** p<0.01 

Table 2: Coefficients from OLS Regression of Business Performance on Selected 

Independent Variables

The model 3 in the Table 2 is developed for the hypothesis 4. It was hypothesised that 

family owned businesses headed by male entrepreneurs who possess higher planning 

competency tend to have higher business performance than female entrepreneurs. The 

results do not provide sufficient evidences that family owned businesses headed by 

male entrepreneurs who possess higher planning competency tend to have higher 

business performance than female entrepreneurs (â= 0.24, p>0.1). The coefficient of 

determinants of model 3 indicates 51% of the variation is determined by the 

independent variables. 

The hypothesis 5 posits that the family owned businesses having more experience tend 

to have higher business performance than those who having less experience. The 

model 4 in the Table 2 developed for the hypothesis 5. The results of the regression 
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analysis indicated that there is positive and weak impact on business performance by 

number of years of experience. Therefore, the magnitude of the hypothesized effect is 

not noteworthy. 

Table 3: Coefficients from OLS Regression of Business performance on Selected 

Independent Variables

The Table 3 includes further analysis on the three competencies considered in the 

conceptual model. The model 1 in the Table 3 considers the impact of planning 

competency on business performance of family owned businesses. The model 2 in 

Table 3 considered the impact of both planning and power competency on business 

performance. And, the model 3 considers the impact of both planning and 

achievement competency on business performance. The three models indicates 

significant results (p<0.01). It is noticed that the coefficient of determination of model 

1 is (R2=0.28) 28 percent. Therefore, 28 percent of the variance in the performance is 

explained by the planning competency. Once the power competency is added to the 

model 2, it indicates higher coefficient of determination (R2 = .30) and it indicates that 

there is an impact of power competency towards business performances. However, 

after adding achievement competency to the model 3, there is no any change in 

coefficient of determinant. 

 

  

 Model 1 Model 2 Model 3 

Planning 0.79*** 0.69*** 0.80*** 

 (0.18) (0.22) (0.25) 

Power  0.21  

  (0.24)  

Achievement   -0.02 

   (0.30) 

Constant -0.22 -0.62 -0.18 

 (0.70) (0.84) (0.88) 

R-squared 0.28 0.30 0.28 

Adjusted R-squared 0.27 0.27 0.25 

N 50 50 50 

* p<0.1, ** p<0.05, *** p<0.01 
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6. Discussion

The findings of this research consistent with previous studies (Gartner, 1985; 

Sandberg & Hofer, 1987; Kotey & Meredith, 1997) that entrepreneurial 

characteristics typically produce the relationship with business performance. 

Empirical findings of this study do not strongly support the theoretical perspective, 

and indicate mixed-results that there is relationship between entrepreneurial 

characteristics and business performances. When the independent variables are 

concern, the empirical findings establish a relationship between the planning 

competency and business performances. The analysis show that a significant 

relationship between planning competency and business performances. It supports the 

present theoretical background. Even though, the power competency has some effect 

towards the business performance, achievement competency does not. And also, it is 

clear that the planning competency has higher impact on business performances than 

power and achievement competency. Therefore, the study makes significant 

contribution to the present literature that planning competency is salient in family 

owned business performance, also it is important than power and achievement 

competency. 

Since the planning competency is having the significant impact on the performances 

of family owned businesses, it is vital to investigate whether having higher planning 

competency has greater impact on business performances than not having the same. 

Those entrepreneurs having higher planning competency has greater impact towards 

the higher performance. Present theories also confirm these empirical findings. 

Therefore, entrepreneurs of family businesses need to have higher planning 

competency for higher business performances. 

Family owned businesses are run by both females and males. Since it has already been 

seen that the planning competency is crucial in family owned business performance, it 

is vital to broaden the study to the gender. As literature suggests, there are empirical 

evidences that the gender has higher impact on business performance. Particularly 

male entrepreneurs have higher and significant impact towards the business 

performance. We do not have sufficient evidences to say family owned businesses 

headed by male entrepreneurs who possess higher planning competency have higher 

business performance than female entrepreneurs. Thus, this study provides a notable 

contribution that effect of planning competency on business performances of family 
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owned businesses does not vary among gender. Finally, the research attempted to 

establish a relationship between experiences of family owned businesses and business 

performances. However, there are no sufficient evidences to say that such relationship 

exists in family owned businesses. 

7. Implication And Conclusion

There are ample research based evidences that entrepreneurial characteristics had 

greater influence on business performances, and family owned businesses has higher 

business performances than non-family owned businesses. The study begins with the 

question that what entrepreneurial characteristics contribute to the family owned 

business success. The study considered three entrepreneurial competencies: planning, 

achievement and power competencies. A sample of 50 family business owners was 

selected on random basis in Colombo district Western Province of Sri Lanka for the 

study. 

The study found that planning competency has higher and significant effect on family 

business performances. The power competency has greater impact towards the family 

business performances than achievement competency. Further, the study concluded 

that family owned businesses having higher planning competency have higher 

business performance than those entrepreneurs who do not have higher planning 

competency. However, effect of planning competency on business performances of 

family owned businesses does not vary among gender. Also, experience of family 

owned businesses has no effect on performance of family owned businesses. As a 

whole, this study emphasizes the importance of planning competency with aim of 

reaching higher performances of family owned businesses. The family owned 

businesses therefore, concentrate heavily on planning competency. Finally, in this 

research we found that planning competency impacts on family owned business 

performances. However, there may be other determinants that contribute to the higher 

performance of family owned businesses than non-family owned businesses. 

Therefore, there is a great potential for researches to investigate those determinants. 

Further, this study mainly focused in the Western Province in Sri Lanka.  To get more 

generalizable findings in Sri Lankan context, where, Sri Lankans are said to be 

collectivists, data should be collected considering other provinces.  
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