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Abstract

At present, the focus of family businesses on long-term sustainability is rooted in the achievements of preceding
generations. This success reflects the family's control over and inheritance of both wealth and social
accomplishments. However, family businesses face challenges such as potential conflicts, emotional disruptions,
differences in beliefs, and individual egos, all of which can significantly impact business continuity.
Entrepreneurial knowledge sharing represents the interaction and communication between individuals and
business units, contributing to a company's strategic development. This culture of knowledge sharing carries
implications for enhancing relationships with company resources and serves as a means of preserving values and
traditions within a family business. The aim of this research is to examine the Intergeneration Relationship Quality
variable as a mediator in addressing the gap in entrepreneurial knowledge-sharing research concerning the
sustainability of family businesses. The research sample comprises family business owners in the Central Java
region, selected using purposive sampling techniques. The research findings indicate a positive influence on all
four hypotheses.

Keywords: Family Company Orientation, Long-Term Sustainability, Entrepreneurial Knowledge Sharing,
Relationship Quality, Family Business Constraints.

INTRODUCTION

Family businesses play a significant role in a nation's economic landscape and growth (Memili
et al., 2015; Miroshnychenko et al., 2021). Studies indicate that family ownership prevails in
family companies not only on a global scale but also in Asia (Anderson et al., 2003; Bennedsen
etal., 2010). This is particularly true in Indonesia, where the majority of companies are family-
owned (Claessens et al., 2000; Rustam et al., 2021). Consequently, the government is keen on
ensuring the continuity of family businesses (Gomez-Mejia et al., 2014).

A family business typically involves two or more family members overseeing its financial
aspects (Aronoff et al., 1995; Kayser et al., 2002). Furthermore, research by Anderson et al.
(2003) and Tonggano et al. (2017) highlights that families manage and control these businesses.
The emotional bonds among family members are a hallmark of family enterprises, contributing
significantly to their success and sustainability (Cabrera-Suéarez et al., 2001). Various studies
(Barroso Martinez et al., 2013; Boyd et al., 2015; Martinez et al., 2016) underscore the
distinctions between family and non-family businesses, with the key difference being the
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values-based foundation of family companies, wherein the success of the business is a
collective contribution of family members.

Within the realm of family businesses, intergenerational tensions, conflicts of interest among
family members, resistance to adaptation, and decision-making challenges persist. Several
studies suggest that such conflicts can make family businesses vulnerable and ultimately
jeopardize their sustainability (Fahed-Sreih, 2018; Pieper et al., 2013). The importance of
sustaining family businesses is evident in the literature (Aidford et al., 2014; Botero et al.,
2021; Klenke, 2018). To ensure business continuity, it is necessary to develop resources that
maintain performance (Koentjoro et al., 2020). This extends to empowering family members
from a young age within the family business context (Murphy et al., 2015). The success of
family businesses is influenced by factors such as providing opportunities and assistance to
family members, reflecting the business's previous generational achievements, and preserving
wealth and social recognition (Kellermanns et al., 2008; Berrone et al., 2012; Gomez-Mejia et
al., 2007).

The orientation of family businesses is inherently long-term (Y. Wang et al., 2004), and
succession to the next generation is a crucial option for ensuring business continuity (Kiwia et
al., 2019; Matias & Franco, 2020). This sustainability hinges on the ability of business
stakeholders to share experiences and build relationships with the succeeding generation
(Mokhber et al., 2017). Family businesses without succession planning are bound to affect
family members and business partners (Carlock, 2010; Nordqvist et al., 2010; Songini et al.,
2013). Effective succession relies on consistent knowledge sharing and interaction among
family members (Suppiah et al., 2011).

Knowledge sharing is imperative for resource development, and numerous studies have
explored its impact on business performance (Geiger et al.,, 2012; Huang et al., 2013).
However, knowledge sharing tends to be more prevalent in larger family businesses compared
to smaller ones (Chenet et al., 2010; Wong et al., 2004). Its effectiveness is contingent on
management's ability to foster a culture of knowledge sharing among company resources,
ultimately improving the quality of relationships within the organization (Wening et al., 2016).
Knowledge sharing also plays a pivotal role in maximizing resources and enhancing corporate
value (Foss et al., 2010).

This research addresses a significant gap in the literature concerning family business
sustainability and succession. It adopts a Resource Based View (RBV) theoretical framework
(Barney, 2001), which focuses on optimizing and maintaining unique resources and capabilities
for long-term competitive advantage. RBV has found extensive application in family business
research due to the distinctive advantages offered by resources such as family and cultural ties
and decision-making grounded in family values (Neubaum & Micelotta, 2021). The study's
central question pertains to the sustainability of family businesses into the next generation, with
a specific focus on examining the mediating role of intergenerational relationship quality in the
context of entrepreneurial knowledge sharing on family firm sustainability.
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LITERATURE REVIEWS
Entrepreneurial Knowledge Sharing and Intergenerational Relationship Quality

The act of sharing knowledge plays a pivotal role in informed decision-making and enhances
a company's ability to plan effectively (Hanifah et al., 2021; Oliveira et al., 2020). Resource
capabilities, encompassing skills, knowledge, and experience, significantly contribute to the
performance of other resources when there is a conducive environment for the exchange of
shared knowledge (Buenechea-Elberdin et al., 2018; Oliveira et al.,, 2020). Business
stakeholders who foster a culture of knowledge sharing tend to stimulate the generation of
creative ideas (Murray & Palladino, 2020; Unger et al., 2011).

Research (Huggins et al., 2012) underscores that knowledge constitutes the primary asset for
small businesses. Small businesses under the governance of family firms actively engage in
knowledge sharing to gain a competitive edge for future generations (Daspit et al., 2017,
Howorth et al., 2010). Knowledge sharing is regarded as the cornerstone for business
development (Zheng et al., 2020). Within family enterprises, the practice of knowledge sharing
is facilitated through interactions among family members (Cabrera-Suérez et al., 2001; Scuotto
et al., 2017). Several studies affirm that the decision to share entrepreneurial knowledge has a
direct impact on enhancing intergenerational relationship quality. This, in turn, streamlines
decision-making processes within the company and contributes to the sustainability of family
businesses (Barros-Contreras et al., 2020; Chrisman et al., 2005; Lumpkin et al., 2010).
Consequently, we present our initial hypothesis:

Hypothesis 1: Entrepreneurial Knowledge Sharing has a positive influence on
Intergenerational Relationship Quality.

Intergenerational Relationship Quality and Firm-Family Sustainability

Previous research on the quality of intergenerational relationships has typically focused on
examining one or two generations and has not delved into the dynamics of three generations of
family members (Fingerman et al., 2008; Fingerman et al., 2011; Pillemer et al., 2002). It is
evident that the capacity of business owners to nurture relationships significantly contributes
to the sustainability of family businesses (Olson et al., 2003). The continued success and
functionality of family businesses are intrinsically tied to the quality of relationships among
family members (Allouche et al., 2008; Danes et al., 2009). Nevertheless, it should be noted
that there remain discrepancies in research findings when it comes to the dynamics of
intergenerational relationships within family businesses (Bengtson et al., 2002).

The sustainability of family businesses hinges on their ability to ensure continuity, which, in
turn, is paramount to their continued success and functionality (Allouche et al., 2008; Danes et
al., 2009). Families play a substantial role in shaping the trajectory of family businesses (Olson
et al., 2003). However, it is essential to acknowledge that there are variations in research
outcomes regarding intergenerational relationships within family firms (Bengtson et al., 2002).
Several studies suggest that there is a tendency for entrepreneurial behaviors to be passed on
to the succeeding generation (Casillas et al., 2010; Mullens, 2018). The process of family

@ 59|V 18.112



Seybeld

REPORT

ISSN:1333-9212 DOI: 10.5281/zenodo.10300204

business succession underscores the importance of expanding family businesses, emphasizing
job creation, and augmenting the wealth of family members (Martinez et al., 2013).

It is noteworthy that research on intergenerational relationship quality has often concentrated
on the examination of one or two generations, neglecting the complex interactions involving
three generations of family members (Birditt et al., 2012; Fingerman et al., 2008; Pillemer et
al., 2002). As a result, we put forward the following hypothesis:

Hypothesis 2: Intergenerational Relationship Quality has a positive impact on Firm-Family
Sustainability.

Intergenerational Relationship Quality and Business Performance

The quality of intergenerational relationships holds significant importance as it serves as a
determining factor for the sustainability of family businesses, emphasizing the shared values
that underpin these relationships (Bai, 2018; Liu et al., 2021). In family-managed businesses,
the family takes on a pivotal role in overseeing the company's operations and assumes the
responsibilities of a board member, with a primary focus on ensuring the company's
sustainability for future generations (Alderson, 2018). Business stakeholders consistently strive
to maintain business continuity by offering guidance and sharing knowledge and experience
with the succeeding generation (Alderson, 2018).

A business is classified as a family company when decision-making authority is directly or
indirectly held by family members, and the management is entrusted to a family member
considered trustworthy (Family Firm Institute, 2013). The quality of relationships meticulously
maintained among family members significantly influences the stability of the business
(Zachary, 2011). The practice of knowledge-sharing has played a pivotal role in shaping the
behavior of corporate resources (S. Wang et al., 2010). Research conducted by Liao et al.
(2010) asserts that the quality of relationships established within company activities intensifies
the willingness of resources to share knowledge, ultimately contributing to the enhancement of
resource and company performance. Activities fostering quality relationships have the capacity
to instill trust among family members (Kandade et al., 2021).

The quality of relationships that are consistently upheld is integral to ensuring the sustained
performance of a business. In alignment with this, multiple studies affirm that a company's
ability to cultivate high-quality relationships within its business activities fosters a continuous
enhancement in business performance (Ghee et al., 2015; Mokhber, Gi, et al., 2017). The
quality aspect of these relationships establishes trust among family members and safeguards
the preservation of core values (Kiwia et al., 2019; Sonfield et al., 2014). As a result, we present
the following hypothesis:

Hypothesis 3: Intergenerational Relationship Quality positively influences Business
Performance.

Business Performance and Firm-Family Sustainability

Entrepreneurs are tasked with the challenge of developing resources to foster the creation of
new products (Pistrui et al., 2001). Numerous studies suggest that entrepreneurial behaviors
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tend to be passed on to the succeeding generation, emphasizing the significance of business
growth in ensuring the sustainability of family businesses (Casillas et al., 2010; Mullens, 2018).
This regeneration process highlights that the expansion of family businesses plays a pivotal
role in guaranteeing their longevity (Olson et al., 2003). Enhanced business performance serves
as a driving force for the sustainability and competitive advantage of family enterprises
(Bernhard et al., 2020; Olson et al., 2003).

The performance indicator, namely business growth, manifests in the form of increased
revenues, an expanded customer base, and extended market reach, which, in turn, has a lasting
impact on business continuity for future generations (Martinez et al., 2013). The quality of
relationships established within the succeeding generation emerges as a key catalyst for
augmenting company performance and fortifying the sustainability of the business (Carrasco-
Hernéndez et al., 2013). Business performance, as observed in several studies, significantly
contributes to the future sustainability of the business (Chaimahawong et al., 2013; Mokhber,
Gi, et al., 2017; Wahjono et al., 2014). Additionally, research indicates that business continuity
serves as a testament to the success of the business that has been built and sustained from one
generation to the next (Miller et al., 2003; Moreno-Gené et al., 2021; Nyalita, 2015). Hence,
we propose the following hypothesis:

Hypothesis 4: Business Performance positively influences Firm-Family Sustainability

Building upon the literature review and the logically proposed hypotheses, Figure 1 presents
the conceptual research model. The quality of intergenerational relationships is posited as a
mediating variable that interconnects various aspects of entrepreneurial knowledge with
knowledge sustainability.

Entrepreneurial
Knowledge
aharing actvty

Intergeneration
Relationship

Quality

Firm Family
Sustainability

Busniness
Performance

Figure 1: Structural model
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METHODOLOGY
Business Performance and Firm-Family Sustainability

A family business was selected as the subject for our study to test the proposed model, driven
by several considerations. Firstly, family businesses play a crucial role in fostering economic
growth within a region. Such businesses are typically built upon shared values that prioritize
business continuity. Moreover, our research aimed to scrutinize the sustainability of family
firms. To ensure the robustness of our study, we gathered samples from various districts in
Central Java, as this region is characterized by a significant dominance of family-owned
companies, accounting for approximately 90% of business ownership. We employed purposive
sampling techniques, with specific criteria such as businesses that have operated for more than
one generation, and businesses located in the districts of Jepara, Apex, Solo, and Semarang,
encompassing various industries such as batik, furniture, and culinary enterprises (Isstianto,
2017; Statistik, 2015). Data collection was conducted during November-December 2022,
involving trained enumerators.

The primary instrument employed in this study was a 7-point Likert scale questionnaire. The
questionnaire was pre-tested to enhance its effectiveness and credibility. We aimed to collect
250 samples to meet the requirements for data processing, aligning with the adequacy of the
sample in structural equation modeling (SEM) (Hair et al., 2010). We utilized Amos 24
software for model analysis. The rationale behind adopting Structural Equation Model (SEM)
is its ability to simultaneously examine causal relationships between variables and their
indicators. It also facilitates the testing of partial mediation variables, enabling the derivation
of an appropriate model (Hiong et al., 2020). Subsequent to testing, the final sample size was
adjusted to 198 due to the identification of an outlier. The characteristics of the respondents are
detailed in Table 1, derived from the results of our descriptive analysis.

Table 1: Demographic features

F F (%) F | F(%)
Age 25-40 Year 120 | 60,6 Generation KE 2 97 149
41-60 Year 78 ]394 KE 3 66 | 33,3
>3 35 | 17,7
Education | High School 139 | 70,2 Marketing Domestik | 147 | 74
Undergraduate | 55 | 27,8 Asia 34 |17
Post graduate | 4 2 Eropa 17 |9
Gender famele 133 | 67,2 Business Sector Batik 98 | 49%
Male 65 | 32,8 Furniture | 57 | 29%
Kulinier | 43 | 22%

Note: N =198
Source : Authors' own
Development of Measures

Four indicators were employed to measure the Entrepreneurial Knowledge Sharing variable
(Aklamanu et al., 2016; Yoo et al., 2007). Intergeneration Relationship Quality was assessed
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using four indicators (Athanasopoulou, 2009; Vieira et al., 2008). Additionally, Business
Performance and Family Business Sustainability variables were gauged through four indicators
(Nordqvist et al., 2013; Poza, 2013). Detailed information about the specific items used for

measurement can be found in Table 2.
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Table 2: Measurement of validity and reliability of the construct.

cultural values

Variable standardized | Cronbach's CV-
Indicators Items scale Reference loadings alpha CRI AVE
Entreprencurial Knowledge Sharing Activity
EKSA1 We  always  share | (Aklamanu et

knowledge and | al., 2016; Yoo et 0.754
experience. al., 2007)
EKSA2 Provide motivation and 0.799
values in business. ) 0.804 0.938 | 0.578
EKSA4 The entrepreneurial
experience becpmes a 0.727
succession capital for
the next generation.
Intergeneration Relationship Quality
IRQ1 Relationship with my | (Athanasopoulo 0710
parents is positive u, 2009; Vieira '
IRQ2 Relationship with my | et al., 2008)
parents. at work is 0.758 0.783 0829 | 0.539
professional
IRQ3 I have a really open
relationship with my 0.733
parents

Business Performance

BF2 The company's profit | (Nordqvist et al.,
increased compared to | 2013; Poza, 0.757
the previous year. 2013)

BF3 Our company's
customers  increased 0.688 0.762 0.825 | 0.524
from the previous year

BF4 Our sales  results
increased compared to 0.725
the previous year

Sustainability Family Business

FFB2 Harmony has been | (Nordqvistetal.,
created between the | 2013; Poza, 0.788
family and the family | 2013) '
business.

FFB3 our family business is 0.805 0.839 | 0.582

. . 0.725

professionally designed

FFB4 family business
sustainability is built on 0.774

Noted: *AVE: Convergent validity — average variance extracted; CR: Construct reliability index
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STATISTICAL ANALYSIS AND RESULTS

Confirmatory factor analysis was conducted to assess the validity and reliability of the
indicators for each variable (Tabachnick et al., 2007). Convergent validity was evaluated with
the criterion of average variance extracted (AVE) > 0.5. The AVE values for the variables were
as follows: Entrepreneurial Knowledge Sharing Activity 0.578, Intergeneration Relationship
Quality 0.539, Business Performance 0.524, and Firm-Family Sustainability 0.582. All
indicators exhibited factor loadings above 0.60 (Bagozzi et al., 1988), and the construct
reliability index exceeded 0.70 (Arbuckle et al., 2016).

Table 4 demonstrates a significant influence of Entrepreneurial Knowledge-Sharing Activity
on Intergeneration Relationship Quality. The findings of this study are consistent with prior
research that highlights how diverse entrepreneurial knowledge fosters the development of
quality relationships across generations, subsequently impacting business sustainability
(Birditt et al., 2012; Osmani et al., 2014). The study's results also reveal that the second
generation of business actors constitutes 97 (49%), the third generation comprises 66 (33.3%),
and more than three generations account for 35 (17.7%), as indicated in Table 1. Therefore, the
improvement in the quality of intergenerational relationships positively contributes to
enhanced performance and business sustainability (Martini, 2016).

Likewise, in alignment with Hypothesis H2, it was found that Intergeneration Relationship
Quality significantly influences Business Performance. This aligns with previous research
(Hacker & Dowling, 2012; Nordqvist & Melin, 2010; Pardo-del-Val, 2009), which emphasizes
that the quality of relationships established between generations is a crucial variable in bridging
the gap in understanding the interplay of entrepreneurial knowledge and the sustainability of
family businesses.

Hypotheses 3 and 4 also yielded significant effects. Company performance positively affects
business continuity, while the quality of relationships plays a substantial role in ensuring
business continuity. Shared commitments and values rooted in family culture are pivotal in
determining the sustainability of a family business. Therefore, emphasizing the quality of
intergenerational relationships is integral to continued growth, as it is positively correlated with
both business performance and sustainability (Birditt et al., 2012; Vieira et al., 2008).

Table 3:The structural coefficient of regression

. Standardized | Critical P-

Hypothesis Estimate Ratio | Value Result
H1:Intergeneration < | Entrepreneurial 083 Q087 | wx Supported
Relationship Quality Knowledge sharing ) )
H2:Firm-Famil & | Intergeneration
Sustainability ! Relagonship Quality 081 8.203 | =+ Supported
H3:Business < | Intergeneration 123 4978 | wkx Supported
Performance Relationship Quality ) )
H4:Firm-Family < | Business 127 2573 | 0010 Supported
Sustainability Performnace ) ) )
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Model Test:
Chi-square =48.969
Signifinace =.555
DF =51

GFl=.960
AGF|=.939
TLI=1.003
CF1=1.000

PGF| =628
RMSEA =.000
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Figure 2: Intergeneration Relationship Quality and Firm Familily Sustainability

Descriptive statistics and correlations are detailed in Tables 3 and 4. In Table 4, a noteworthy
correlation is observed among Entrepreneurial Knowledge-Sharing Activity, Intergeneration
Relationship Quality, Business Performance, and Family-Firm Sustainability

Table 4: Descriptive statistics

Variable Mean | Standard Deviation | Min | Max Sum
1. Entrepreneurlal Knowledge-Sharing 18254 2.56851 11,00 | 22,67 | 3431,00
Activity
2. Intergeneration Relationship Quality | ,15715 2,21132 11,33 | 23,00 | 3638,33
3. Business Performance ,14260 2,00658 14,00 | 22,00 | 3627,67
4. Family-Firm Sustainability ,14934 2,10146 11,00 | 23,33 | 3830,00
CONCLUSION

Previous studies (Asgarian, 2012; Matin et al., 2010) emphasize the importance of knowledge
sharing in activities related to experiences of business success and the transmission of
company-adopted values. Effective knowledge sharing is greatly influenced by cultural factors,
motivation, and commitment (Abili et al., 2011; Dennis M. Garvis Shaker A. Zahra, 2017).
Knowledge sharing's essence lies in the willingness of family members to impart their
experiences, expertise, and information to other family members (Lin, 2007). Consequently,
business actors with diverse entrepreneurial experiences and knowledge are more likely to
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foster the development of quality relationships across generations. The quality of these
relationships plays a pivotal role in ensuring business continuity. This finding aligns with
research by Jehn & Bezrukova (2004), which underscores that a company's ability to foster a
culture of knowledge sharing encourages family members to collaborate in problem-solving
and idea generation.

Family businesses that can promote knowledge sharing among family members are better
positioned to generate fresh ideas, enhance business productivity, and maintain harmonious
relationships and a commitment to passing on family values. Productive activities ensure
business continuity (Sundaram, 2019) while enabling members to learn and acquire new skills
and knowledge (Bock et al., 2005; Chen et al., 2012).

The family businesses examined in this study have spanned more than three generations. It is
imperative to preserve this continuity to uphold both sustainability and family values. The
alignment and commitment to preserving family values create a conducive work environment.
Knowledge sharing becomes a behavioral culture, facilitating the transfer of knowledge to
assist family members. The company's dedication to establishing quality relationships with the
next generation is paramount to perpetuating the values inherent in family businesses. The
quality of intergenerational relationships also serves as a mediating factor between the sharing
of entrepreneurial knowledge and business sustainability.

Future research should explore additional variables related to building business sustainability,
such as intergenerational conflicts, with a more specific focus on a single business sector, such
as the batik industry. Sustainability in the context of family businesses encompasses business
growth, the perpetuation of entrepreneurial spirit across generations, and the cultivation of
emotional bonds among family members in business management. The quality of
intergenerational relationships positively influences business performance and sustainability
(Ghee et al., 2015; Mokhber, Gi Gi, et al., 2017).
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