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Abstract 

Family businesses play an important role in economic development and income 

growth. However, increasing business competition has placed family businesses in a 

volatile position due to their limited resources. Undoubtedly, the family business’s 

success in responding to the challenge of the business environment depends on their 

strategy for engaging in entrepreneurial behaviours and the availability of debt 

financing to family businesses. Understanding the factors that influence debt financing, 

therefore, becomes important. In exploring the factors that influence debt financing, 

prior studies investigate the effects of entrepreneurial orientation and socioemotional 

wealth (SEW) in isolation from each other. Moreover, literature on the effect of SEW 

on debt financing shows mixed conclusions. The current study, by considering SEW 

as the kernel, firstly examines the influence of entrepreneurial orientation on debt 

financing. Secondly, it examines the impact of SEW on the relationships between 

entrepreneurial orientation and debt financing. To avoid bias from utilising one 

particular research method, this study purposely employed an explanatory sequential 

triangulation strategy. This was intended for model testing and an in-depth 

understanding of the research issues in the Nigerian context. Primary data were 

collected from Nigeria via a quantitative survey and qualitative interviews. Adopting a 

purposive sampling and snowball sampling method, a total of 500 self-administered 

questionnaires were sent out in August 2019 to family businesses to collect primary 

data. Out of the number sent, 405 useful responses were gathered for the quantitative 

study generating a response rate of 81%. For the qualitative study, 10 interviews were 

conducted with family businesses. A hierarchical regression analysis was applied in 

assessing the impact of SEW on the relationship between entrepreneurial orientation 

and the debt financing of family businesses. Research results suggest that, firstly, 

entrepreneurial orientation influences the debt financing of family businesses. More 

importantly, SEW has a significant moderating impact on the relationship between 

entrepreneurial orientation and debt financing. 

The study contributes to the literature in three major areas. Firstly, against the 

backdrop of mixed conclusions in prior research about the effect of SEW on debt 

financing this study finds that the effect of SEW could be examined along with the 

dimensions of entrepreneurial orientation. Specifically, it establishes that SEW 
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moderates the effects of the EO dimensions on debt financing of family businesses 

i.e., the antecedents of debt financing. This helps clarify the role of SEW. Secondly, 

unlike prior studies and models that examine the influence of entrepreneurial 

orientation and SEW in isolation from each other, this study develops and validates a 

model to examine how these factors jointly shape debt financing. Specifically, the 

model shows that entrepreneurial orientation influences debt financing but also SEW 

would intensify the influence of entrepreneurial orientation on company debt financing. 

Lastly, even though family businesses are the dominant form of organisation in the 

world and are the prime source of wealth creation and employment for both developed 

and emerging economies, it has received insufficient research attention in Nigeria. 

This study has, therefore, added to the scanty research available about family 

businesses and their contribution to poverty alleviation, employment generations, and 

sustainable economic growth in Nigeria. On the whole, the study makes a theoretical 

and methodological contribution to the study of debt financing of family businesses. 
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List of Key Definitions 

The following key terms and constructs will be used and referenced throughout this 

study: 

 

Family business 

A business that is “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.” (Chua et al. 1999, p.25) 

Socioemotional Wealth (SEW) 

Socioemotional wealth is defined as an array of non-financial benefits the family 

derives from operating a business enterprise that ensures the well-being of the family 

and satisfies the affective needs of the family members spanning beyond maintaining 

the financial well-being of the business (e.g., Gómez-Mejia et al., 2007; Gomez-Mejia 

et al., 2010). The benefits of SEW include, among others, the family’s ability to 

perpetuate family values through the business, provide an environment in which family 

members will experience feelings of belonging, play a sustainable role in the family 

dynasty, or exercise authority in order to make unorthodox decisions, such as 

selecting family members for positions in the business (Debicki et al., 2016; Jones et 

al., 2008). 

Entrepreneurial Orientation (EO)  

Entrepreneurial Orientation addresses entrepreneurial strategy-making by focusing on 

business decision-making styles in pursuing opportunities in a manner that is 

proactive, risk-taking, and innovative.  

Resource-Based View 

A theory of strategic management arguing for a firm's resources and capabilities to 

generate competitive advantage, they must be valuable, rare, imperfectly imitable, and 

non-substitutable
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CHAPTER 1: INTRODUCTION TO THE RESEARCH 

1.0 Outline of the Research Project 

Family businesses are highly prevalent across countries and industries, including the 

majority of private businesses as well as a significant proportion of publicly traded 

companies (World Bank Group, 2018; Kotlar et al., 2018; De Massis, et al., 2018; 

Daspit et al., 2017). They overwhelmingly dominate the economic landscape of our 

world (Sharma and Carney, 2012; Gomez-Mejia et al., 2007; Masulis, Pham, and Zein, 

2011). Family businesses represent a significant social and economic institution in 

both emerging and advanced economies and constitute approximately 90% of all 

organisations worldwide (Gedajlovic et al., 2012; Aldrich and Cliff, 2003). They form 

the backbone of economies around the world, representing an essential source of 

wealth and employment in both developed and developing countries (Masulis et al., 

2011; Poutziouris, 2001; La Porta, Lopez-de-Silanes, and Shleifer, 1999). They are 

the prime source of wealth creation and employment for both developed (Sirmon and 

Hitt, 2003; Chang et al., 2009; Matthews, Hechavarria, and Schenkel, 2012) and 

developing economies (Bertrand and Schoar, 2006). On average, 19% of publicly 

listed businesses in developed countries belong to family business groups, rising to 

over 40% in some emerging markets (Masulis, Pham, and Zein, 2011). 

There is a general recognition that family business contributes to economic growth, 

competition, innovation, and employment generation in economies (Kotlar et al., 2018; 

De Massis et al., 2016; De Massis et al., 2015; De Massis et al., 2013; Onuoha, 2012; 

Oparanma, 2010). For instance, in developed countries like the UK, the Institute for 

Family Business (2018) acknowledges that family businesses account for 4.8 million 

businesses in the UK, comprising 88 percent of all private sector firms, employ 12.2 

million people, and are the largest source of employment in the private sector (IFB, 

2018). Family businesses constitute 60-70 percent of the country’s commercial 

organisations in the United States and 95 percent of firms in Asia, the Middle East, 

Italy, and Spain (Kets de Vries and Carlock, 2010). This is also true in Nigeria where 

97 percent of all businesses are family businesses (Ariyo, 2000) contributing 

approximately 92.83% to the nation’s GDP (National Bureau of Statistics, 2018a). 

Additionally, family businesses in Nigeria contribute 50% of the jobs in the economy 

(Ariyo, 2000; Atawodi and Ojeka, 2012).  
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Given the potential benefits in relation to family businesses (Kotlar et al., 2013; Olaore, 

2015), there is an increasing expectation that family businesses address social 

problems such as unemployment and poverty alleviation (Galván, Martínez, and 

Rahman, 2017; Gumel, 2017; Akinwale and Ogundiran, 2014). On the one hand, as 

contingent factors are changing, the expectations of family business owners are 

shifting and they increasingly demand financial resources to help them develop a 

competitive advantage (Poutziouris, 2003; Romano, Tanewski, and Smyrnios, 2001). 

Competition from other types of businesses is becoming intense therefore family 

businesses need to proactively continually modify and reconfigure to maintain a 

competitive advantage in an ever-changing marketplace (Chirico and Nordqvist, 2010; 

Hayton, 2006; Teece, Pisano, and Shuen,1997). On the other hand, family businesses 

find it difficult to obtain financial resources (Gumel, 2017; Chua et al., 2011; López-

Gracia and Sánchez-Andújar, 2007; Mahérault, 2000; Coleman and Carsky, 1999; 

Harvey and Evans, 1995). In recent years, the introduction of Basel II and the financial 

crisis starting in 2008 have reduced the availability of bank loans which traditionally 

were the main source of finance for many family businesses (Romano et al., 2001; 

Heid, 2007; Ivashina and Scharfstein, 2010; Fadun, 2013; PWC, 2013). The link 

between the availability of financial resources and family business survival is important 

given that only 30% of family firms survive past the first generation and only 10% to 

15% of the family businesses survive to the third generation (Wang and Ahmed, 2009; 

Wang et al., 2004; Poutziouris, 2001; Sharma et al., 2001; Davis and Harveston, 1998; 

Handler, 1990). Globally, family firms play a crucial part in every thriving economy, 

their survival depends (among other factors) on the availability of financial resources, 

and debt financing offers the potential to raise financial resources while maintaining 

family control (Wu, Hedges, and Zhang, 2007; Anderson et al., 2003; Romano et al. 

2001). Thus, understanding factors that enable family businesses to secure debt 

financing becomes vital (Chua et al., 2011). 

Policymakers, researchers, and practitioners increasingly recognise the significant 

contribution that family businesses play in economic diversification and job creation 

(Galván et al., 2017; Memili et al., 2015; Wang and Poutziouris, 2010; Wang and 

Ahmed, 2009). In the context of Nigeria, the government has shown its understanding 

of the importance of family businesses as vital instruments in growing the economy. 

According to Godwin Emefiele, Governor of the Central Bank of Nigeria (CBN), family 
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businesses are considered the very important propellers for obtaining national 

development goals, such as poverty alleviation and economic growth (CBN, 2018). 

They are therefore essential for development as they contribute substantially to two 

fundamental areas of poverty alleviation, that is, employment creation and economic 

expansion, which, results in the greater economic inclusion of those in the lower-

income brackets. However, family businesses require appropriate financing to achieve 

their goals. Though, family businesses, in the process of financing, beyond the 

consideration of the economic aspects of expansion, may take into account non-

economic factors and goals aimed at benefiting the family. These non-economic 

aspects are referred to as socioemotional wealth (SEW) (Gómez-Mejia, Haynes, 

Núñez-Nickel, Jacobson, and Moyano-Fuentes, 2007). SEW encompasses the non-

financial benefits that the family derives from the business (Gómez-Mejia et al., 2007, 

2010, 2011). Such benefits include the ability to exercise family influence, and the 

perpetuation of the family dynasty (Gómez-Mejia et al., 2007, 2010, 2011; Berrone, 

Cruz, and Gómez-Mejia, 2012). SEW is an important point of reference for decision-

making in family firms, both new and established, and could impact the entrepreneurial 

orientation and debt financing nexus.  

 

Banks and commercial finance companies play a dominant role in the growth and long-

term survival of family businesses. A study by the Kauffman Foundation (2007) on the 

capital structure decisions of the family business in the U.S., finds that contrary to 

widely held beliefs that family businesses rely heavily on funding from family and 

friends, external debt financing such as bank loans and trade credit is the more 

common sources of funding for many family businesses during their first year of 

operation (Cole and Sokolyk, 2012). This is consistent with the pecking order school 

of thought (Myers 1984) and the financial growth cycle model (Berger and Udell 1998) 

in finance. These theoretical conceptualizations suggest that family businesses will 

use internal sources of capital first and then draw upon external sources when internal 

sources become inadequate (Romano et al., 2001). Availability of debt financing (both 

from banks and commercial finance companies) is one of the reasons for high levels 

of entrepreneurship and a relatively low failure rate of the family business in developed 

countries. Beck and Demirguc-Kunt, (2006) find that family businesses in developing 

countries, by contrast, report a widespread shortage of external finance. Access to 

debt financing for the family business is very limited in Nigeria as well as in other 
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developing countries (Olaore, 2015). A critical review of the literature revealed that 

commercial banks are a principal source of debt financing for family businesses 

(OECD, 2015; Olaore, 2015; Coleman and Cohn, 2000; Chua et al., 2011). In this 

context, the common finance option for family businesses is bank financing for working 

capital needs and capital expenditure needs (Gumel, 2017; OECD, 2015; Gbandi and 

Amissah, 2014). This study was guided by the perceptions of family business owners 

on bank debt financing accessibility. Family business owners tend to use bank debt 

financing because they are strongly opposed to sharing ownership, and obviously, 

family business owners do not want to lose control of their business (e.g., Romano et 

al., 2001; Chua et al., 2011; Gumel, 2017). However, family businesses in Nigeria face 

difficulties securing debt financing from commercial banks (Gumel, 2017; Gbandi and 

Amissah, 2014). Debt financing is an important external financial source used by 

family firms in order to avoid dilution of ownership (e.g., Romano et al., 2001; Gumel, 

2017; Olaore, 2015). Given that SEW is argued to be the main reference point for 

entrepreneurial behaviour in family businesses (Gomez-Mejia et al., 2011), it could 

have an influence on the relationship between entrepreneurial orientation and debt 

financing in family firms. Therefore, understanding the impact of socioemotional wealth 

on the relationship between entrepreneurial orientation and debt financing could lead 

to recommendations that will improve the family business’s chances of securing and 

obtaining bank financing from commercial banks. 

1.1 Rationale of the Study  

An established body of studies suggests that financing of family businesses is 

important because the availability of financial resources is one of the main 

determinants of long-term survival of family firms (Michiels and Molly, 2017; Chua et 

al., 2011; Cassar, 2004; Romano et al., 2001). Debt financing is a potential solution to 

the financing difficulties of many family businesses (Chua et al., 2011). Compared to 

equity financing and other forms of finance, debt financing lowers the probability of 

disclosing value-creating intellectual property to competition (Townsend, 1979; Chua 

et al., 2011) and does not require giving up ownership control (Ueda, 2004; Romano 

et al., 2001, Graham, 2000). The Global Entrepreneurship Monitor (GEM) indicates 

that debt financing is an important indicator of the potential entrepreneurship of society 

(Ho and Wong, 2007; Kelley, Singer, and Herrington, 2012). This is because 
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businesses using debt in their capital structure are more likely to survive and grows 

faster (Cole and Sokolyk, 2018; Molly et al., 2018; Chua et al., 2011). Evidence from 

a study by Michaelas et al. (1999) provides supporting evidence for the proposition 

that firms using debt in their capital structure are more likely to grow faster. Michaelas 

et al., (1999) suggest that their results are consistent with the view that firms with 

growth intentions will place greater emphasis on seeking external sources of finance, 

especially debt financing when internal financing is inadequate. Thus, understanding 

debt financing is important for understanding financing behaviour in family firms and 

the resulting capital structure of the firm (Molly et al., 2018; Michiels and Molly, 2017; 

Koropp et al., 2014).  Based on the works of Jensen and Meckling (1976) and Barney 

(1991) debt financing is parsimoniously a function of behavioral factors (e.g., owners’ 

needs to be in control). However, scholars indicate that there is little knowledge about 

the factors that influence debt financing in family firms (Michiels and Molly, 2017; Wu 

et al., 2007; Romano et al., 2001; Bates, 1997). In exploring the factors that influence 

debt financing, prior studies investigate different dimensions of entrepreneurial 

orientation and SEW in isolation from each other (Vaznyte and Andries, 2019; Wiklund 

and Shepherd, 2005; Scherr, Sugrue, and Ward, 1993). Further, there are a number 

of issues identified in the literature: First, studies on the relationship between SEW 

and debt financing have yielded mixed and inconsistent conclusions (De Carvalho 

Zinga, Augusto, Ramos, 2013; Songini and Gnan 2015; Molly et al., 2018). Some 

studies find that SEW has a positive impact on debt financing (Gottardo and Moisello, 

2015; Gottardo and Maria Moisello, 2014; Chua et al., 2011; Blanco-Mazagatos, de 

Quevedo-Puente, and Castrillo, 2007; Anderson, Mansi, and Reeb, 2003; King and 

Santor, 2008) whilst others observe that SEW has either no discernible influence or a 

negative influence on debt financing (Haron, 2018; González et al., 2016; Sciascia 

and Mazzola, 2008; Cucculelli and Micucci, 2008). The inconsistent findings have 

prompted a call for further investigation into the role of SEW of family firms to debt 

financing, either as an antecedent or a moderator in other relationships (Hernández-

Linares and López-Fernández, 2018). 

Second, there is a shortage of studies examining the impact of entrepreneurial 

orientation on debt financing. Entrepreneurial orientation is one of the salient concepts 

within the strategic management and entrepreneurship literature (Altinay and Wang, 

2011; Covin and Lumpkin, 2011: Miller, 2011, Covin and Wales, 2012). Few existing 
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studies have investigated the effects of contextual factors and socio-demographic 

factors on the types and forms of financing available in a country based on institutional 

theory. However, studies investigating the effects of the dimensions of entrepreneurial 

orientation (i.e., innovativeness, proactiveness, risk-taking, autonomy, and 

competitive aggressiveness (Miller, 1983) on debt financing are rare (Hernández-

Linares and López-Fernández, 2018; Michiels and Molly, 2017; Koropp et al., 2014; 

Berrone, Cruz, and Gomez-Mejia, 2012). Koropp et al., (2014) argue that future 

research should also assess the factors that influence debt financing in family firms. 

Similarly, Moussa and Elgiziry (2019) claim it is meaningful for future research to 

further utilize the SEW approach in investigating the debt financing of the family 

business. 

Third, there is a shortage of studies investigating the combined effect of SEW and 

entrepreneurial orientation on debt financing (Vaznyte and Andries, 2019; Molly et al., 

2018; Hernández-Linares and López-Fernández, 2018; Schepers et al., 2014; 

Berrone, Cruz, and Gomez-Mejia, 2012). Moreover, the extant literature shows a lack 

of research proposing and validating integrated models concerning the determinants 

of debt financing (Vaznyte and Andries, 2019). These limits understanding of the 

interaction among various debt financing determinants. The following quotes evidence 

this glitch in the family business debt financing literature. 

“…while debt financing is supposed to be an activity universally acceptable to 

businesses, little is known about its main determinants.” Stearns and Mizruchi, 

1993 (Quoted in Nyamita, Garbharran, and Dorasamy, 2014, p.189) 

“…researchers could examine the relative impact and interactive influence of 

dimensions of EO to examine which dimensions benefit, suppress or have no 

effect on specific outcomes, such as debt financing.”  Wales et al., (2013, p.375)  

“Future research could use SEW scale to test how the importance of SEW 

influences financing behavior of family firms and how variations in the 

importance attached to SEW leads to heterogeneous financing decisions 

among family firms.” Michiels and Molly (2017, p. 385)  

Lastly, the literature also indicates that research on the determinants of debt financing 

is mainly conducted in developed countries (Vaznyte and Andries, 2019; Cole and 
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Sokolyk, 2018; Koropp et al., 2014; Coleman and Carsky, 1999; Scherr, Sugrue, and 

Ward, 1993). One approach to developing an in-depth understanding of debt financing 

is to execute studies in a diversity of national contexts. In response to the identified 

issues in the extant literature, this study seeks to examine the influence of 

entrepreneurial orientation on debt financing of the family business. Also, the study 

seeks to examine the role of SEW on the relationships between the dimensions of 

entrepreneurial orientation and debt financing of the family business. There are two 

reasons for this investigation. Firstly, although, the five dimensions of entrepreneurial 

orientation have been developed in the literature (Lumpkin and Dess, 2001; Dess and 

Lumpkin, 2005), the majority of studies only examined three of the five dimensions, 

namely innovativeness, proactiveness, and risk-taking (Hughes and Morgan, 2007). 

These studies therefore only provide a partial analysis of entrepreneurial orientation, 

whereas this study, in examining all the five dimensions of entrepreneurial orientation 

will provide a more comprehensive examination of entrepreneurial orientation. This is 

in line with the recommendation of Wales et al. (2013). They suggested that 

substantial opportunities exist for considerable advancement in understanding the 

individual influence of the dimensions of entrepreneurial orientation. Ultimately 

scholars indicate the need to examine the relationships between the entrepreneurial 

orientation dimensions to explore whether some dimensions influence others when 

investigating entrepreneurial orientation as a multidimensional phenomenon. 

Secondly, debt financing is incorporated in many studies even when the research 

coverage has not been extended to SEW (Wu, Hedges, and Zhang, 2007). For 

instance, Chua et al., (2011) find that general personal factors are positively 

associated with debt financing. It is worthwhile to explore the role SEW plays in this 

process. Moreover, based on reviews of extant literature, scholars indicate the need 

to explore if, why, and how SEW impact may differ (Gottardo and Moisello, 2015; Molly 

et al., 2018). It would be enlightening to study SEW and its interaction with the 

dimensions of entrepreneurial orientation. 

 

1.2 Research problem 

The Nigerian Government has highlighted the family business sector as a viable 

avenue of growth, with Nigerian family businesses having the potential to contribute 
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significantly to the Nigerian economy (Gumel, 2017; Olaore, 2015; Onuoha, 2012). 

However, access to finance is one of the most critical challenges that family 

businesses face in these developing economies (Gumel, 2019; PWC, 2018; Gbandi 

and Amissah, 2014). Furthermore, family-owned businesses that are usually operated 

informally and do not have up-to-date records on sales, expenses, profit, etc, find it 

difficult to access external finance to facilitate business growth and survival. The 

widely held view is that these firms rely on internally generated funds such as owner 

capital, personal savings, and family loan as primary sources of capital at start-up 

(Olaore, 2015; Onakoya, Fasanya, and Abdulrahman, 2013). However, as these firms 

increase in size and become older, they tend to become more sophisticated in their 

operations and thus start seeking financing from external sources. Access to external 

finance is needed to ensure flexibility in resource allocation and to reduce the impact 

of cash flow problems (Gbandi and Amissah, 2014; Abdulsaleh and Worthington, 

2013; Pretorius and Shaw, 2004). The inability to secure external finance raises the 

risk of business failure. Also, inadequate capital may restrict the firm's ability to grow, 

hire employees, or introduce new products and services thus impairing profitability and 

growth in the long term (Gumel, 2019; Gbandi and Amissah, 2014; Abdulsaleh and 

Worthington, 2013; Okpara, 2011). The high failure rate typically associated with 

family businesses, however, necessitates the need to study the factors that impact the 

growth and survival of family businesses. To survive and thrive in a challenging 

business environment, it is argued that Nigeria family businesses have to engage in 

entrepreneurial behaviour (Gumel, 2017; Gbandi and Amissah, 2014; Oyelola et al., 

2013) 

It is argued that family businesses that have an entrepreneurial orientation strategic 

focus may be able to secure debt financing from the bank (Fatoki, 2012, Mukiri, 2011). 

Therefore, it is expected that adopting entrepreneurial orientation may enhance the 

debt financing of Nigerian family businesses. This study will examine the relationship 

between entrepreneurial orientation and debt financing in family businesses, which is 

in line with Hernández-Linares and López-Fernández’s (2018) suggestions that future 

research needs to investigate the different configurations of entrepreneurial orientation 

and their relationship with debt financing. Moreover, there has been no known study 

that explored the relationship between entrepreneurial orientation and debt financing 

in family businesses within the Nigerian context. The lack of empirical entrepreneurial 
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orientation research in this geographical area thus provided an opportunity for further 

exploration into entrepreneurial orientation research. In addition to this, no empirical 

research has explored the role of noneconomic goals (Nordqvist et al., 2015) in this 

nation despite the growing importance of the family business sector as a viable avenue 

of growth to the Nigerian economy. Consequently, from the above discussion, this 

study, therefore, makes an attempt to addresses this perceived gap in the literature by 

exploring the role of SEW on the relationships between the dimensions of 

entrepreneurial orientation and debt financing of the family business. 

 

1.3 Identified Research Gaps 

A review of extant literature reveals that entrepreneurial orientation has been 

considered as a principal driving force for businesses’ productivity and growth 

(Alarape, 2013; Aloulou and Fayolle, 2005) that lead to substantial benefits for the 

economy (Owoseni and Adeyeye, 2012; Van Praag and Versloot, 2007; Covin, Green, 

and Slevin, 2006). Entrepreneurial orientation has been identified in previous studies, 

conceptually and empirically, as influencing firm external sources of financing (Sidek, 

Mohamad, and Nasir, 2016; Mukiri, 2011; Wiklund and Shepherd, 2005; Covin et al., 

2006). However, in the family business literature, only a relatively small proportion of 

studies have researched the effect of the concept of entrepreneurial orientation 

dimensions (i.e., innovativeness, proactiveness, risk-taking, autonomy, and 

competitive aggressiveness) on debt financing (Hernández-Linares and López-

Fernández, 2018; Michiels and Molly, 2017). While some studies found that 

entrepreneurial orientation has positive effects on debt financing, others observe that 

entrepreneurial orientation has either no discernible influence or a negative influence 

on debt financing (Aminu and Shariff, 2015; Zampetakis et al., 2011). The fact that 

some studies have found no relationship between entrepreneurial orientation and debt 

financing suggests that further investigation of this relationship is necessary. 

Furthermore, to date, there is still no specific study of entrepreneurial orientation and 

its association with the debt financing of family businesses in Nigeria. Therefore, the 

factors that indeed enhance debt financing in these family businesses are yet to be 

fully understood within the Nigerian context. The inconclusive findings of 

entrepreneurial orientation-debt financing relationship coupled with the lack of 
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empirical study of this relationship within the context of Nigerian family businesses call 

for a more extensive study of entrepreneurial orientation and its relationship with debt 

financing in the family businesses (e.g., Dess et al., 2011; Cruz and Nordqvist, 2012; 

Mohammed et al., 2016) 

Furthermore, there is a small but growing body of empirical research regarding the 

effect of SEW on debt financing. The nature of this body of research suggests mixed 

and inconsistent conclusions (De Carvalho Zinga, Augusto, Ramos, 2013; Vaznyte 

and Andries, 2019). Given that SEW may explain why family firms behave in distinct 

ways (Jiang et al., 2018), this study further investigates the role of SEW on the 

relationship between each entrepreneurial dimension (risk-taking, innovativeness, 

proactiveness, competitive aggressiveness, and autonomy) and family business debt 

financing. As the role of the SEW on the relationship between entrepreneurial 

orientation and debt financing within Nigeria family businesses has not been explored 

previously in any known study, the opportunity to explore such a gap exists. This 

makes the study of how the SEW moderates the relationship between the 

entrepreneurial orientation dimensions and debt financing within the Nigerian family 

businesses context important. The scarcity of research in this area shows a knowledge 

gap, especially within the Nigerian context. This study focuses on addressing this gap 

to enable it to provide future directions for family firm owners and/or managers, 

founders, and policymakers in Nigeria. Besides, there is a need to draw the attention 

of policymakers to family businesses in Nigeria. Policymakers need to understand the 

factors that enhance debt financing in family businesses so that they can come up with 

viable policies and development programmes to promote entrepreneurial orientations 

in family businesses. They would also need to create an enabling environment for 

entrepreneurial activities to drive within family businesses by enacting friendly policies 

in this regard. 

 

1.4 Aims and Objectives of the Study  

Based on the literature review, and having SEW as the kernel, this study aims to 

examine the impact of SEW on the relationship between entrepreneurial orientation 

and debt financing of family businesses in Nigeria. Specifically, the current research’s 

objectives are: 
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1.4.1 Objectives 

1) To examine the influence of entrepreneurial orientation on debt financing of 

family businesses; and 

2) To investigate if socioemotional wealth (SEW) has a role in the effects of 

entrepreneurial orientation on debt financing of family businesses 

In addition, the study attempts to provide valuable information that family business 

owners could adopt to improve their chances of obtaining finance from banks. This 

study’s findings are also used to suggest directions for future research in the field of 

entrepreneurial orientation and family businesses. 

 

1.4.2 Research questions 

To fill in the research gaps identified in the existing literature and to reach the aims 

and objectives of the research, the following research questions will be answered 

based on the data analysis. 

1) What is the relationship between the dimensions of entrepreneurial orientation 

and debt financing of family businesses? 

2) What is the impact of a family firm's noneconomic goals represented by 

socioemotional wealth on the relationship between entrepreneurial orientation 

and debt financing in family businesses? 

 

1.5 Contributions to Knowledge 

This study contributes to an increased understanding of the relationship between 

SEW, entrepreneurial orientation dimensions, and debt financing in the context of 

family businesses in Nigeria. This study provides theoretical, methodological, and 

empirical contributions to the field of family business research. 

The theoretical contribution to the literature of this study involves the development of 

a conceptual framework that examines the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing in family businesses. This study 

introduced new evidence on the relationship between a business’s entrepreneurial 

orientation and debt financing, as moderated by SEW. By examining the moderating 

of SEW, this study enhanced the understanding of the role of the SEW on the 
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relationship between entrepreneurial orientation and debt financing in family 

businesses. The extant literature has mixed conclusions. While some studies found 

that SEW has positive effects on debt financing, others reported negative effects. This 

study contributes to knowledge by establishing that the effect of SEW on debt 

financing could be evaluated in conjunction with the entrepreneurial orientation 

dimensions. The study demonstrates that SEW has a significant moderating impact 

on the relationship between entrepreneurial orientation and debt financing of the family 

business. This means that SEW increases the intensity of the influence of 

entrepreneurial orientation on a company’s debt financing. Moreover, a review of the 

family firm literature suggests that Scholars emphasised that research on the influence 

of SEW and the entrepreneurial orientation construct on debt financing has grown in 

isolation from each other. This has prompted calls for integrated models that help to 

examine how factors from the two angles are related in shaping the family business 

debt financing. Scholars have argued that focusing on only one angle often leads to 

incomplete understanding and sometimes inconsistent conclusions. The current study 

contributes to knowledge by developing and empirically validating a conceptual 

framework about the effect of SEW on the relationships between entrepreneurial 

orientation and debt financing. This model is unlike many prior studies and models 

that focus on one or two sets of factors. The SEW comprises family control and 

influence, Identification of family members with the firm, binding social ties, emotional 

attachment, and dynastic succession. The entrepreneurial orientation dimensions 

consist of autonomy, innovativeness, risk-taking, proactiveness, and competitive 

aggressiveness.  The role of SEW is to moderate the entrepreneurial orientation-debt 

financing nexus. By developing entrepreneurial behaviour and clarifying the benefits 

of debt financing, SEW can improve a venture's access to bank financing. 

This study makes a significant methodological contribution to the literature through the 

adoption of an explanatory sequential triangulation strategy to examine the impact of 

socioemotional wealth on the relationship between entrepreneurial orientation and 

debt financing of family businesses in the Nigerian landscape. A critical review of the 

literature revealed that previous research on family business debt financing has 

overwhelmingly relied on quantitative methods (Vaznyte and Andries, 2019; Abor and 

Biekpe, 2007; Wu et al., 2007). The sequential explanatory triangulation strategy 

allows the gathering of data based on quantitative and qualitative methods. Further, 
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mixed methods design provides an opportunity to improve the outcomes obtained from 

the initial quantitative stage through the integration of the results of the qualitative 

exploration in the second phase to draw the final inferences (Teddlie and Tashakkori, 

2009). This study has made a methodological contribution as it triangulates the 

quantitative and qualitative methods. This combination of quantitative and qualitative 

research is a significant methodological contribution. 

Empirically, this study is considered to be the first attempt to examine the role of SEW 

on the relationship between entrepreneurial orientation and debt financing of family 

businesses in Nigeria. A critical review of the literature revealed that generally most 

studies on SEW, family business, and debt financing, in particular, are conducted in 

developed countries, which limits the generalisability of research findings (Hernández-

Linares and López-Fernández, 2018; Vaznyte and Andries, 2019). Therefore, there is 

a need for research from a broader context geographically, culturally, and 

economically to advance our understanding of family business (Rau, Astrachan, and 

Smyrnios, 2018; Sabah, Carsrud, and Kocak, 2014; Sharma and Chua, 2013). This 

study will address this gap in the literature by investigating the role of SEW on the 

influences of entrepreneurial orientation dimensions on debt financing of family 

businesses in the context of Nigeria. This is particularly pertinent as the SEW construct 

has not yet been adopted by research carried out in Sub-Saharan Africa, and its 

extension to the context of Nigeria is valuable due to the country's intense 

entrepreneurial environment and a relatively high proportion of family businesses. 

Context has an important role in building our knowledge about family firms (Sharma 

and Chua, 2013). Therefore, this study will enhance our understanding of the impact 

of SEW on the relationship between entrepreneurial orientation and debt financing of 

the family business, in a different cultural and social context. Furthermore, businesses 

in Nigeria are under-researched in general, and specifically with family businesses. 

Given the nonexistence of information on specific firms and the difficulties faced in 

obtaining them, gathering data from Nigeria family businesses contributes to our 

knowledge of this under-researched developing country. This study contributes to the 

literature through the validation of the effectiveness of SEW. Extant literature indicates 

that the link between family-centered non-economic goals and entrepreneurial 

orientation-debt financing nexus is not clear. Kotlar et al. (2018) indicate that “clearly 

there is also a need for more direct measures of SEW in family business research” 
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(p.1094). Prior studies have employed variables such as family ownership and 

management (Kotlar et al., 2018), governance (Gomez-Mejia et al., 2010; Berrone et 

al., 2010), generational stage (Sciascia, Mazzola, and Kellermanns, 2014), having a 

family CEO (Vandemaele and Vancauteren, 2015; Naldi et al., 2013), and family 

employment (Cruz, Justo, and De Castro, 2012), as a proxy of SEW.  Others utilised 

the four questions obtained from the ‘Strategic Orientations of Small and Medium-

Sized Enterprises’ (STRATOS) questionnaire (e.g., Goel et al., 2013 Schepers et al., 

2014). According to Pearson and Lumpkin (2011, p.288), there is “an urgent need to 

pay greater attention to measurement issues if the field of family business research is 

to make scientific progress.” However, the lack of a direct measure of SEW with 

distinguished priorities poses a challenge to the cause-and-effect relationship of SEW 

(Miller and Le Breton-Miller, 2014). In the literature, only Debicki et al. (2016) 

developed and validated constructs of the effectiveness of SEW, including three rather 

than five FIBER dimensions of SEW proposed by Berrone, Cruz, and Gomez-Mejia 

(2012). Accordingly, this present study measures SEW through the lens of the five 

dimensions of SEW proposed by Berrone et al. (2012), avoiding the application of 

previously used unidimensional ownership proxies, which have been widely criticized 

as oversimplifying and inadequate (Nordqvist et al., 2015). 

Put simply, this study deepens the understanding of the entrepreneurial orientation 

concept, SEW, and the role of family businesses in the context of developing 

countries. Family firms are critical to the development efforts of developing countries 

in their attempt to create employment and increase economic growth (Galván et al., 

2017; Gumel, 2017; Akinwale and Ogundiran, 2014).). This study, therefore, 

contributes to the understanding of the nature, needs, operation, and contribution of 

family businesses to employment generation and poverty alleviation within the context 

of Nigeria as a whole. 

 

1.6 Structure of the thesis  

This thesis would comprise nine chapters including the introduction. A general outline 

of the content of each chapter is provided below.  
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Chapter 1 presents the general introduction and background to the study. It includes 

the rationale for the study, the aim of the study, research objectives, and contributions 

to academic knowledge.  

 

Chapter 2 discusses Nigeria’s history and the economy as a context for the current 

research. Specifically, it discusses the structure of the Nigerian economy and its 

challenges. It also covers the historical pattern and trends of the Family Business in 

Nigeria. Lastly, it highlights the status of the family business in Nigeria. Following this 

chapter are two chapters that together would comprise the Literature Review. 

 

Chapter 3 - reviews literature by providing a historical and theoretical overview of the 

family business. Specifically, it provides an overview of the literature surrounding the 

family business definition. Additionally, it provides an overview of how mainstream 

management theories have been used to advance the field of family firm research. 

Chapter 4 reviews literature on SEW, entrepreneurial orientation, and debt financing. 

Then it provides arguments about the nature of entrepreneurial orientation 

dimensions, SEW, and debt financing respectively. 

Chapter 5 - develops the conceptual model and hypotheses to examine a) the effects 

of entrepreneurial orientation dimensions on debt financing of family businesses, b) 

the role of SEW on the effects of entrepreneurial orientation dimensions on debt 

financing. 

Chapter 6 – focuses on the justification and implementation of the adopted research 

design. It discusses the population, sampling, and data collection procedures; 

analyses the validity and reliability of quantitative research measures; and inspects 

common methods bias. To avoid bias from utilising one particular methodology, this 

study purposely employed an explanatory sequential triangulation strategy. This was 

intended for model testing and in-depth understanding of research phenomena. 

Chapter 7 – quantitatively examines the effects of entrepreneurial orientation 

dimensions on debt financing. It then reports and discusses results on how SEW 

moderates the effects of entrepreneurial orientation dimensions on debt financing. The 
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findings of the survey are discussed in relation to the existing literature. The results of 

the test conducted on the various hypotheses are presented and discussed. 

Chapter 8 – synthesises the results of semi-structured interviews in Nigeria. The 

findings of the interviews are discussed in relation to existing literature. Lastly, it 

explains the implications of the evidence on the conceptual model. 

Chapter 9 - highlights the major research findings and conclusions, contributions to 

knowledge as well as managerial implications. It also analyses the limitations of the 

current study, and on this basis recommends future research directions.  

 

1.7. Chapter Summary   

This chapter has set out the context of this thesis. The chapter identified the 

importance of the family business and further highlights access to debt financing as 

one of the major problems that confront this sector in developing economies. The 

chapter, therefore, sets out the need for research in this area of study, as there has 

been relatively little research in the context of developing countries especially, those 

found in Sub-Saharan Africa (SSA), in particular, Nigeria.  Also, the chapter highlighted 

the aims and objectives of the study as well as the structure of the thesis in order to 

provide some background information to readers who may not be familiar with the 

context of this study, the next chapter, therefore, provides some economic background 

information on Nigeria.    
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CHAPTER 2: RESEARCH BACKGROUND - NIGERIA CONTEXT 

2.0 Introduction 

The preceding chapter provides an overview of this study. It outlined the background, 

rationale of the study, research problem, research aims, and objectives as well as the 

research questions. The gaps of knowledge in the extant literature relating to the 

constructs that are addressed in this study were also highlighted as well as 

contributions of the study. This chapter provides a detailed discussion on Nigeria, its 

economic development, and its economic policies aimed at developing Nigerian family 

businesses. This chapter aims to further review the important aspects of family 

businesses within Nigeria and discuss the challenges currently faced by the Nigerian 

economy. The chapter then concludes with a summary of the chapter. 

 

2.1 General Background of Nigeria 

According to World Bank data, Nigeria has a population of 206.1 million people with 

2.6% population annual growth rate, and a population density of 226 square kilometres 

(World Bank Group, 2021). With a total area of 923,768sq km (CIA Factbook, 2018; 

World Bank Group, 2021), Nigeria is located in West Africa on the African continent. 

It shares its borders with the Republic of Benin in the west; Chad and Cameroon in 

the East; the Republic of Niger in the North; and board of the Gulf of Guinea in the 

south and the Atlantic Ocean (see the bounded portion in Appendix 2.1) (CIA 

Factbook, 2018). Nigeria is currently a federation of thirty-six (36) states and one 

Federal Capital Territory (FCT), which are further sub-divided into seven hundred and 

seventy-four (774) Local Government Areas (LGAs) in total (CIA Factbook, 2018). The 

36 states and the FCT are grouped into six geopolitical zones: South-East, South-

South, Southwest, North Central, North-East, and Northwest. Nigeria stands out in 

Africa as the most populous country on the African continent. Nigeria accounts for 47 

percent of West Africa’s population and has one of the largest populations of youth in 

the world (World Bank Group, 2018b). The country has its origins in British colonization 

during the late 19th to early 20th centuries, with the merging of the Southern Nigeria 

Protectorate and Northern Nigeria Protectorate to become one country Nigeria in 1914 

(Falola and Heaton, 2008; Falola, 2001). The country achieved independence in 1960. 
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However, since the 1960s, successive governments in Nigeria have pursued the goal 

of structural changes without much success (Falola, Genova, and Heaton, 2018; 

Falola and Heaton, 2008; Falola, 2001). With a tropical hot climate, the country has 

huge cultivable land, mineral, and natural resources such as gas, coal, and iron ore. 

Nigeria is also the largest crude oil producer in Africa and oil accounts for over 80 

percent of Nigeria’s export earnings (National Bureau of Statistics, 2018c). Reports on 

the Nigerian economy, however, suggested that, despite the country's high reliance 

on oil, the non-oil sector has accounted for the majority of the country's rapid growth 

in the last five years (World Bank Group, 2021). In Nigeria, the non-oil sector is mostly 

made up of family businesses (PWC, 2018). A study conducted by Ariyo (2000) 

discovered that about 97% of all businesses in Nigeria are family businesses. The 

probability of family businesses being a significant portion of this figure is also very 

high because most businesses in developing countries are built around families 

(Khavul, Bruton, and Wood, 2009). However, despite this high prevalence of family 

businesses in Nigeria, the sector face huge difficulties due to various constraints. A 

survey by the World Economic Forum identified access to bank financing, corruption, 

and infrastructure as barriers to the growth and survival of family businesses in Nigeria 

(Africa Progress Report, 2014). 

 

2.2 Structure of Nigerian Economy and Its Challenges 

Nigeria is extremely blessed with abundant human, agricultural, petroleum, gas, and 

large untapped solid mineral resources (Obadan, 2001). However, due to the political 

unsteadiness experienced since independence in 1960 from British rule, it has 

experienced decades of political instability; therefore, creating social tension and an 

unpredictable market for businesses (Obadan, 2001; Falola et al., 2018). The Gross 

Domestic Product (GDP) in Nigeria was worth 432.30 billion US dollars in 2020. The 

GDP value of Nigeria amounts to 0.38 percent of the world economy. (World Bank, 

2020; Trading Economics, 2021a). The GDP in Nigeria averaged 134.82 USD Billion 

from 1960 until 2020, reaching an all-time high of 546.70 USD Billion in 2014 and a 

record low of 4.20 USD Billion in 1960 (World Bank, 2021; Trading Economics, 2021a). 

Figure 2.1 shows Nigeria’s GDP. Although Nigeria is still a developing country, 

Nigeria’s strong power and potentials are similar to those of some developed 
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countries. For example, Nigeria’s GDP stands at 25th position on the list of the world 

GDP ranking behind Belgium and Thailand but ahead of Austria (World Bank, 2021b). 

The Economist (2018) confirms that Nigeria is the biggest economy in Africa. The 

population of Nigeria represents 2.35 percent of the world’s total population which 

arguably means that one person in every 43 people on the planet is a resident of 

Nigeria (Trading Economics, 2021b). In the case of Africa, one in five people in sub-

Saharan Africa is Nigerian (The Economist, 2018). Come 2050, the UN expects there 

to be around 440m Nigerian, by then far outnumbering the 400m or so Americans (The 

Economist, 2018). 

 

Figure 2.1: Nigeria GDP 

 

 

  

 

 

 

 

Source: World Bank (2021) 

With an economy of US 432.30 billion in the gross domestic product (GDP), Nigeria 

recorded GDP advanced by 4% year-on-year in the third quarter of 2021, following a 

5% expansion in the prior period, which was the strongest since the last quarter of 

2014 (World Bank, 2021; Trading Economics, 2021b). It is the fourth consecutive 

quarter of growth since the pandemic-induced recession in 2020 driven by the non-oil 

sector which grew 5.4%. Over the medium to long term, the non-oil sector is expected 

to be the major driver of GDP growth and job creation (World Bank, 2021; CBN, 2018). 

Figure 2.1 shows Nigeria’s GDP annual growth rate. 
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Figure 2.2: Nigeria GDP Annual Growth Rate 2019-2021 

 

Source: World Bank (2021) 

 

However, widespread poverty remains to be Nigeria’s main economic challenge 

(World Bank, 2021; McGann, 2018; Dauda, 2017), primarily because of lack of jobs 

and rapid population growth. Consequently, 40 percent of Nigerians (83 million people) 

live below the poverty line, without adequate access to basic services (World Bank, 

2021). There is a general recognition that family businesses contribute to economic 

development (Oparanma, 2010; Onuoha, 2012; Kotlar et al., 2018). Economic 

development involves changes in the quantity and character of economic value added 

(Zakaria and Kaushal, 2017). These changes result in better productivity and rising 

per capita incomes and they often coincide with the migration of entrepreneurial 

activities across different economic sectors in the society (Zakaria and Kaushal, 2017). 

For example, entrepreneurial activities in a family business may migrate from primary 

and extractive sectors to the manufacturing sector, and eventually, the services sector 

(Naudé et al., 2008). According to the GEM and the World Economic Forum (WEF), 

predominant economic and entrepreneurial activities may differ based on whether an 

economy is “factor-driven economies”, “efficiency-driven economies” or “innovation-

driven economies (Kelley et al., 2012; Zakaria and Kaushal, 2017). Nigeria’s economy 

could be categorised as factor driven. This is because the service sector is the largest 

sector of the economy, accounting for about 50 percent of total GDP (World Bank, 
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2021; Trading Economics, 2021b). The probability of family businesses being a 

significant element of this figure is also very high because most businesses are built 

around families in Nigeria (Onuoha, 2012). According to Ogbechie and Anetor (2015), 

family businesses enacted a significant role in the sustainability of economic 

development, wealth generation, reduction of poverty, and uplifting peoples’ welfare 

by providing goods and services. Therefore, sustaining family businesses might 

reduce unemployment and contribute to the economic growth of Nigeria (Obadan, 

2001). It is expected that once prospective family business entrepreneurs are 

empowered through appropriate training and financial support initiatives, the resulting 

enterprises would benefit the economy (Criscuolo et al., 2014; Bremmer, 2009; 

Wennekers et al., 2005; Carree et al., 2002). 

 

2.3 Historical pattern and Trends of Family Businesses in Nigeria 

Family businesses have a relatively long history in Nigeria dating close to a century 

(Thurman and Nason, 2016). These businesses range from small-scale 

manufacturers, trading, and service sectors (Thurman and Nason, 2016). Throughout 

they have an important role in employment, income generation, poverty alleviation, 

and wealth accumulation (Colli and Rose, 2008). The history of family businesses in 

Nigeria dates to the pre-independence era when non-formal activities were transacted 

using farm produce and essential commodities (Gumel, 2019; Nwankpa, 2017). The 

family businesses started to stimulate cultural and industrial development in the 1970s 

(Ndubisi and Ndubisi, 2013). From the time of independence, economic turbulence 

has plagued Nigeria which resulted in the continued deterioration of the general 

economic situation for Nigeria citizens (Aworemi, Abdul-Azeez, and Opoola, 2010). 

Oyelola et al., (2013) in a study of entrepreneurship for sustainable economic growth 

in Nigeria found that the major occupation of citizens in Nigeria before independence 

was subsistence. Nwankpa (2017) reported a similar finding in a study examining the 

historical development and orientation of family businesses in Nigeria. Oyelola et al., 

(2013) contend that the surpluses of agricultural and other natural products by people 

in the villages and farming communities necessitated the advent of entrepreneurship 

between neighbours in Nigeria, where transactions were through trade by barter until 

money became the instrument of exchange.  At independence in 1960, the Nigerian 

economy was thus predominantly agrarian with agriculture contributing both to the 
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gross domestic product (GDP) and exports (Gumel, 2019; Nwankpa, 2017; Falola et 

al., 2018), and with nearly no industrial sector (Ola-David and Oyelaran-Oyeyinka, 

2014). The agricultural sector employed over 80 percent of the population and 

contributed 85 percent of the entire country’s foreign exchange earnings, mainly in 

primary goods. Notwithstanding, while the Federal Bureau of statistics expressed that 

15 percent of the population lived in poverty in 1960 (Adeleke, 2012), living standards 

were comparably better than that of most African countries (Ola-David and Oyelaran-

Oyeyinka, 2014). The mainstay products at that time included cocoa, rubber, palm oil 

and palm kernels from southern Nigeria, as well as groundnuts and cotton from the 

northern part. Additionally, agriculture contributed a major percentage of domestic 

food requirements and significantly contributing to federal revenues through export 

taxes and marketing boards’ surpluses (Nwankpa, 2017). Over 75 percent of 

agricultural holdings were managed by the small farmers which comprise mainly family 

business while government agricultural holdings were not more than 10 percent 

(Osotimehin et al., 2012). 

However, over the years as was evidenced in the industrialization policy adopted by 

the government from the mid-1950s, public policy actively seeks to change the 

structure of economic activities inherited at independence (Nwankpa, 2017). During 

1945-1985, different incumbent governments diversified the economy with various 

national development plans. However, all through the years of development planning 

the unforeseen effects of the policies adopted to promote import substitution 

industrialization (ISI) as well as their failures to achieve the goals were apparent 

(Nwankpa, 2017). The emergence of oil in the political economy of Nigeria aided the 

sudden transition of import substitution industrialization to the unsustainable 

establishment of heavy industries with disastrous effects due to the need for technical 

expertise to maintain the exploration for oil (Akinlo, 2012; Nwankpa, 2017). The 

industries were dependent on foreign inputs, spare parts, and foreign technical 

expertise for operations and maintenance of oil, which in 1958 began to be 

commercially exploited in Nigeria, and by 1965, create a substantial contribution to 

fiscal revenues and exports, and, by 1970, had displaced agricultural products as the 

major foreign exchange earner for the country. The discovery of oil in Nigeria in the 

1970s was supposed to complement agriculture in developing the economy and 

instead became a neglect of the agricultural sectors with the country turning to oil as 
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its source of income (Akinlo, 2012; Nwankpa, 2017).  Although the Nigerian 

government launched several initiatives and programs to support the family business 

development after the discovery of oil in the 1970s however some factors negated 

their growth (Obokoh and Asaolu, 2012). These factors include the lack of financial 

resources and proper functioning of the financial market as well as the lack of basic 

infrastructure (Obokoh and Asaolu, 2012). 

 

The historical development of family businesses in Nigeria was characterized by 

massive challenges caused by improper government policies and system failures as 

well as limited access to debt financing for family businesses (Gbandi and Amissah, 

2014). The inadequate financial resources have become a major challenge in Nigeria 

in the face of growth in the global economy. Additionally, family businesses have 

challenges with the socio-economic conditions of a country that directly affects the 

consumption patterns of its citizenry and significantly affects the development and 

improvement of the business sector (Aworemi et al., 2010). Supporting this line of 

argument is research by Shehu et al., (2013) which reported that the historical 

development of Nigerian family business would not be complete without mentioning 

constrained access to finance and capital markets, low equity participation from the 

promoters because of insufficient personal savings due to their level of poverty and 

low return on investment, inadequate capital, as well as poor infrastructural facilities. 

This view is supported by the findings of Okoli (2017), who identified a host of factors 

that affect the survival of family businesses all over the world. Some of the factors 

include the paucity of funds, lack of planning, not keeping abreast with the economic 

situations, and reckless spending. Despite the challenges, the family business sector 

in Nigeria employed 82.02 percent of the country’s labour force and contributes 55 

percent to GDP (SMEDAN, 2017; Ogbechie and Anetor, 2015). The sector is 

neglected by researchers (Gumel, 2017; Ogbechie and Anetor, 2015). This study will 

contribute to our understanding of entrepreneurial finance by examining the factors 

that can impact the availability of debt financing to family businesses. The Nigerian 

government established SMEDAN to develop the framework for developing family 

businesses in the economy (SMEDAN, 2017). Family businesses constitute a greater 

percentage of all registered companies in Nigeria, and most of the family businesses 

developed from cottage industries to small enterprises and from small scale to medium 

and large-scale enterprises (Gumel, 2019; Nwankpa, 2017). 
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2.3.1 The Nature of the Family Business Sector in Nigeria. 

A review of the growing literature reveals that research in different countries around 

the world has found that families play a vital role in the start-up and development of 

family businesses (Romano et al., 2001; Nordqvist and Melin, 2010; Bagwell, 2008). 

In Nigeria, a family business is essentially controlled by a family, either two or more 

within a generation or across multiple generations of a family (Ogbechie and Anetor, 

2015; Banki and Ismail, 2015; Lucky et al., 2011). Traditionally, control and ownership 

reside within a family in a family firm. It is arguably the oldest form of business 

organization dating back to the start of agriculture and farming. Most agrarian 

communities were organized along family lines, which meant that the larger the family 

size, the bigger the farmland that can be utilized by the family (Oparanma, 2010; 

Osotimehin et al., 2012). Arguably, some form of this type of ownership and control 

continued to be adopted. In recent years, most family businesses in Nigeria are either 

sole proprietorships or partnership businesses. According to the Small and Medium 

Enterprises Development Agency of Nigeria (SMEDAN), the classification of 

businesses is based on the number of employees (SMEDAN, 2017). These 

classifications comprise micro-enterprises employing less than 10 employees, small 

businesses employing between 10 to 49 employees, and medium businesses 

employing between 50-199 employees (SMEDAN, 2017). According to SMEDAN 

(2017), the total number of employees of micro, small and medium enterprises in 

Nigeria was 59,741,211 which represented 82.02% of the Nigerian labour force 

(SMEDAN, 2017). However, access to debt financing has been one of the major 

problems militating against the rapid growth and development of business and 

entrepreneurship in Nigeria (Dugguh, 2013; Gumel, 2017; Gbandi and Amissah, 

2014).  

The Nigerian Government established the National Economic Reconstruction Fund 

(NERFUND) to support micro, small, and medium enterprises (MSMEs) with short- 

and long-term financing through financial institutions to boost the development of 

these businesses (Dugguh, 2013). The Small and Medium Scale Enterprises 

Guarantee Scheme (SMSEGS) is another initiative of the government of Nigeria. 

SMSEGS which was established in 2010 is responsible for developing MSMEs by 

facilitating access to debt financing, professional advice, and training for entrepreneurs 
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(Dugguh, 2013; Gbandi and Amissah, 2014). Another Nigerian government supportive 

initiative for businesses is the Small and Medium Enterprises Equity Investment 

Schemes (SMEEIS) established to provide cheaper loans to family businesses 

(Gbandi and Amissah, 2014; Dugguh, 2013). However, most of the government 

initiatives failed due to widespread corruption, inefficiencies in bureaucracy, and 

maladministration (Gbandi and Amissah, 2014). Family businesses are important to 

the economic growth of Nigeria because family firms’ make-up 97% of the economy 

and contribute 70% of the country’s job opportunities (Ariyo, 2000, SMEDAN,2017). 

However, studies have shown that the survival rate of family businesses beyond the 

third generation is extremely low in Nigeria (Ogbechie and Anetor, 2015; Oparanma, 

2010). Therefore, attempts to understand the impact of family firm's noneconomic 

goals represented by socioemotional wealth on the relationship between 

entrepreneurial orientation and debt financing of family firms will be an important 

contribution to the survival and growth of family businesses. 

 

2.3.2 The Role and Impact of family Businesses in Nigerian Economy 

Nigeria is relatively wealthy yet suffers from high levels of poverty. Nigeria is a large 

country with enormous human, petroleum, agricultural, gas, and untapped solid 

mineral resources (Falola et al., 2018; Falola, and Heaton, 2008). However, with all 

these natural resources Nigeria has not developed. Nigeria has gone through political 

instability that has resulted in a climate of social tension and an unpredictable market 

for businesses since its independent from British rule in 1960 (Abdullah et al., 2015). 

The takeover of government by the military through a coup and the indigenization 

policy of late the 1970 have made investors reluctant to invest in any kind of business. 

Although perceived corruption, inadequate infrastructural facilities, policy instability, 

and lack of accountability of public funds give a setback on the market as a result of 

the inconsistency of the Government (Abdullah et al., 2015). Nigeria’s challenges in 

development are vast, including family business development (Lucky et al., 2011; 

Ogbechie and Anetor, 2015; Falola et al., 2018). Nigeria’s enormous oil wealth has 

brought few benefits to the average person. The Oil revenues have been mismanaged, 

with the result that only a very few people have benefited from Nigeria’s oil wealth 

(Falola, and Heaton, 2008). A combination of corruption, crime as well as the poor 
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state of power and other key infrastructures keep local entrepreneurs from creating 

enough jobs (Ofili, 2014; Oyelola et al., 2013). Most of the population still lives in 

poverty, seeing few tangible results from the country’s oil wealth (World Bank Group, 

2018; Falola, and Heaton, 2008). Ariyo (2000) stated that at the forefront of recent 

efforts to improve and modernize Nigeria’s ailing economy, there has been a sharp 

focus on macroeconomic stabilization and the pursuit of a massive trade and 

investment liberalisation programme to encourage Foreign Direct Investment in the 

country. In terms of revenue generation, multi-nationals do assist to bring in the much-

needed foreign exchange and help create the much-needed jobs. But how much they 

contribute to the nation’s economic growth and how much they assist in attaining 

lasting and sustainable prosperity are merely speculative. As a result, for Nigeria to 

attain its full potential in terms of economic and social development, it cannot afford to 

ignore the importance of its family businesses, and the contributions that family 

businesses make to the country's economy. Arguably, Nigeria like other developing 

countries with relatively low per capita income looks forward to industrialisation to give 

it the structural transformation which is crucial in its search for growth and 

development.  As a result, one of the most vital development issues in Nigeria is the 

need to design and implement policies and strategies for an efficient, competitive, and 

diversified economy that will create employment, eradicate poverty, and generate 

wealth (Obadan, 2001). Therefore, to achieve these goals, a strong and viable 

entrepreneurial base is seen as being necessary for prosperity in the economy and 

the attainment of growth.  

The entrepreneurship development aspect of family business bears direct importance 

to the empowerment of the population for sustainable development. Research 

suggested that governments play a critical role in developing entrepreneurialism in an 

economy, because it drives economic growth, creates jobs, and increase the 

competitiveness of businesses (Gumel, 2017; Thurik and Wennekers, 2004). In 

addition, it provides greater possibilities for the use of available local raw materials for 

horizontal and vertical linkages. Therefore, it is expected that the growth of the family 

business would improve the economy and welfare of Nigerians. Moreover, innovative 

family businesses bring new or improved products and services thereby increasing 

competition and challenging existing businesses to improve their performance (Banki 

and Ismail, 2015; Mukiri, 2011). Oparanma (2010) argues that the supportive roles 
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played by a family business in a developing economy such as Nigeria confers its 

important status. Oparanma (2010) further stated that family businesses help the 

development of entrepreneurial talents for future use in the industries. They provide 

an outlet for productive activities to those that are enterprising and independent 

conscious. In addition, family businesses provide services to places where big 

organizations may consider too small to focus on. Family businesses are the simplest 

business type to venture into with minimal capital (Oparanma (2010).  Onuoha (2012) 

identified that the contributions of family businesses in an economy are numerous, 

diverse, and integrated. Some of them include stimulation of indigenous 

entrepreneurship, creation of thousands and millions of employment opportunities and 

openings, maintenance of competition, greater innovations, and creativity, paying 

taxes, earning foreign exchange, mobilizing savings, and contributing reasonably to a 

nation’s gross domestic product. Similarly, Ogbechie and Anetor, (2015) identified that 

family businesses play significant roles in economic growth and development through 

the creation of employment opportunities, maintenance of competition, stimulation of 

indigenous entrepreneurship, wealth creation, innovations and creativity, foreign 

exchange earnings, mobilization of savings, and contribution to the GDP.  

 

Put simply, family businesses in Nigeria promote industrial and economic development 

through the utilisation of local recourses, the production of intermediate goods, and 

the transformation of rural technology. Whilst family businesses are an essential part 

of the business landscape in any country, they face significant challenges that 

constraint their ability to function and contribute to the economy. In this regard, 

Oparanma (2010) contended that for Nigeria’s National economy to survive, it 

depends on the survival, development, growth, and expansion of the family 

businesses and side by side infant industries. The Nigerians economy has performed 

much better in recent years than it did during previous boom-bust oil price cycles, such 

as in the late 1970s or mid-1980s (World Bank Group, 2018). It is acknowledged that 

the family business sector helped reduce unemployment, alleviate poverty, and 

generally helped the Nigerian economy to grow (Ogbechie and Anetor, 2015; Olaore, 

2015). Nevertheless, the efforts of the family business sector to grow, modernise, and 

rapidly expand are still being constrained by their inability to access debt financing for 

expansion (KPMG, 2017; Gbandi and Amissah, 2014). The lack of access to adequate 

funds has been a major problem beclouding family business in Nigeria (Oparanma, 
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2010; Olaore, 2015; Gumel, 2017). However, to grow, expand and modernise in the 

increasingly competitive business sector, the Nigerian family businesses need to have 

adequate access to financial recourses. To corroborate this point, KPMG (2017) 

highlighted that a family business without access to financial resources will not be able 

to champion innovation as they will not have the capital to float new products and 

services before they reach the market. The healthier a family business’ financial 

situation, the more likely they are to perform well overall. Acquaah (2011) highlighted 

that the high levels of market imperfections and the weaknesses inherent in the market 

supporting institutions and contract-enforcing mechanisms signify serious challenges 

to family businesses in obtaining financial resources. Similarly, Ariyo (2000) identified 

some of the bottlenecks faced by the indigenous family businesses to include serious 

undercapitalisation with difficulty in gaining access to debt financing and other financial 

markets, corruption and a lack of transparency, very high bureaucratic costs, as well 

as the lack of government interest in and support for the roles that the family business 

play in national economic development and competitiveness in the earlier years of the 

oil boom. 

 

 Nevertheless, various researchers agree that family businesses play an important role 

in the Nigeria economy, serving as agents of change through their entrepreneurial 

activities, stimulating industry evolution, and creating a significant share of the newly 

generated job (Lucky et al., 2011; Mukiri, 2011; Banki and Ismail, 2015; Olaore, 2015; 

Mohammed et al., 2016). De Massis et al., (2016) conducted a study on innovation 

through a tradition and discovered that family businesses are the engine that drives 

economic development by stimulating innovation, generating employment, and 

propelling economic growth. De Massis et al., (2016) found that innovation spurred 

employment through new job creation and resulted in business growth and the 

country’s economic growth. Therefore, policymakers should take on the task of 

developing programs that will encourage and propel family business owners to 

implement entrepreneurial orientation in their businesses, thereby promoting their role 

in creating new jobs, encouraging business growth, and, ultimately, promoting the 

country’s economic development. Despite the challenges that the family business 

owners face in Nigeria, they have a positive impact on the country’s economic growth. 
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2.4 Bank Financing of Family Business in Nigeria 

A review of the literature reveals that the primary source of external funds for family 

businesses is bank finance (Gumel, 2017; Gbandi and Amissah, 2014; Coleman and 

Cohn, 2000). The institutional debt financing options available to family businesses in 

Nigeria include loans from commercial banks, loans from Microfinance banks, and 

loans from cooperative societies (Gbandi and Amissah, 2014). The capital to invest in 

family businesses is critical to their growth, sustenance, and survival (Olaore, 2015; 

Abdulsaleh and Worthington, 2013; Dugguh, 2013). Evidence from a study by 

Terungwa (2012) found that most family business financing in Nigeria was from 

informal sources rather than formal financial institutions. Similarly, research on West 

Africa by Boateng and Abdulrahman (2013) discovered personal savings as the most 

visible source of financing for the family business. Researchers identified failure to 

access long-term capital as the primary source of family business failure in Nigeria 

(Abdulsaleh and Worthington, 2013; Gbandi and Amissah, 2014; Ogbechie and 

Anetor, 2015). Similar to this view, Okpara (2011), discovered that many family 

businesses find it difficult to obtain loans from financial institutions that demand for 

past financial statements, business plans, and feasibility studies. On a similar theme, 

using a sample of 100 family firms in Aba state, Ozioma-Eleodinmuo (2015) 

discovered that a lack of funding hindered family business growth and emphasized 

that family businesses’ inability to obtain bank financing in Nigeria hampered their 

growth. Since Nigerian independence in 1960, the Nigerian government has been 

putting in place initiatives aimed at supporting the development of family businesses 

in the economy most of them focusing on supporting financing.  

As mentioned in section 2.3.1, various agencies were created to do the job of 

stimulating the development of the family business sector of the Nigerian economy 

including SMEDAN (Bowale and Ilesanmi, 2014; Dugguh, 2013). The National 

Economic Reconstruction Fund's (NERFUND) efforts to support family business 

development by providing loans to participating commercial banks for onward 

distribution to family businesses at lower interest rates was one of the more visible 

initiatives by the Nigerian government and its partners (Dugguh, 2013; Gbandi and 

Amissah, 2014). The NERFUND’s initiative to family businesses was supported by the 

Nigerian government, the Central Bank of Nigeria (CBN), and the African Development 

Bank (ADB) (Dugguh, 2013). In addition, the Small and Medium Scale Enterprises 
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Guarantee Scheme (SMSEGS), the Small and Medium Enterprises Equity Investment 

Schemes (SMEEIS), the National Directorate of Employment (NDE), Peoples Bank of 

Nigeria (PBN), Microfinance Banks, and National Bank of Commerce and Industry 

were the agencies with the mandate to develop the family business sector (Bowale 

and Ilesanmi, 2014). However, despite the efforts of creating family business 

development agencies in Nigeria, family businesses continued to face the challenges 

that threatened their growth and survival (Bowale and Ilesanmi, 2014). A study by 

Adebisi and Gbegi (2013) stated 80% of family businesses fail within the first five years 

of operation. According to SMEDAN (2017), family business success involves 

sustaining business operations longer than the first five years. Notwithstanding the 

efforts of the government to provide support through its agencies, family businesses 

are failing (Kayode and Ilesanmi, 2014). According to Dugguh (2013), family 

businesses in Nigeria are faced with numerous challenges that resulted in their failure. 

The majority of the programs initiated by the Nigerian government will not change the 

situation of family businesses in Nigeria's economy having insufficient access to 

finance (Dugguh, 2013). Family businesses need to develop strategies that will 

mitigate challenges and sustain operations.  

The challenge facing Nigerian family businesses’ ability to access financing from 

financial institutions is a key factor affecting the survival and growth of the family 

business (Okpara, 2011). Inadequate financial institutions funding contributed to the 

massive failure of family businesses in Nigeria (Obokoh and Asaolu, 2012). Evidence 

from a study by Franca (2013) provides supporting evidence for the proposition that 

there is a positive relationship between bank loans and the growth of family 

businesses in Nigeria. Despite the availability of financial institutions across the length 

and breadth of Nigeria, it has been challenging for family businesses to secure a loan 

for growth, which will impact positively in growing the economy through expansions 

that will generate new employment opportunities. Family businesses need to formulate 

and implement appropriate strategies by developing an entrepreneurial spirit through 

the implementation of entrepreneurial orientation to improve their chances of securing 

and obtaining bank financing from Nigerian banks (Gumel, 2017; Terungwa, 2012). 
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2.5 The Future of Family businesses in the Nigerian Economy 

Family businesses have been identified as the most common form of business 

organization in the world (Colli, 2003; Lee, 2006, De Massis et al., 2012). They are the 

building blocks of stable economies. Several studies carried out in developed 

countries have identified family businesses as important drivers of these regions’ 

economic growth (Pearson, Carr, and Shaw, 2008; Lee, 2006; Zahra, 2005; 

Astrachan, 2003; Anderson and Reeb, 2003a; Westhead, Cowling, and Howorth, 

2001; Westhead and Cowling, 1997). Additionally, several scholars have argued that 

family businesses contribute to the continuous development of western countries 

through their involvement in job creation and new venture creation (Zahra, 2003; 

Westhead and Cowling, 1998); increased Gross Domestic and National Products 

(GDP and GNP) (Astrachan and Shanker, 2003; Cappuyns, Astrachan, and Klein, 

2003; Heck and Stafford, 2001); and economic growth and social stability (Astrachan 

et al., 2002). Additionally, various families’ wealth, both in the past and at present have 

been identified in Western Europe and North America as being significant to the 

regions’ development socially and economically (Bertrand and Schoar, 2006; Colli and 

Rose, 2003; Astrachan and Shanker 2003; Heck and Trent, 1999). Generally, by 

nature, a family behind a business is more inclined to reinvest in it than owners of 

other kinds of businesses, since the motivation to continuously increase the family’s 

wealth for future generations is more innate than physical. This resonates with an 

observation by the KPMG global head of family business in the quote below: 

“…Christophe Bernard, global head of family business, said ‘…Longevity is in 

the Family - Not the Business.” (Quote from Christopher Bernard, 2014, KPMG) 

accessed online https://home.kpmg.com 

 

The potential wealth-creating capacities of family businesses are well established in 

the scholarly literature (Sharma and Carney, 2012; Morck and Yeung, 2004).  This is 

particularly true for developed countries that can statistically trace certain percentages 

of their GDP to the contribution of family businesses operating and resident in their 

countries (FFI, 2015).  However, regarding Africa, and specifically Nigeria, there are 

only speculations that family businesses may be a significant contributor to economic 

growth (Khavul, Bruton, and Wood, 2009). There is a paucity of empirical evidence 

and statistics to support this claim. Providing empirical evidence on family businesses 

https://home.kpmg.com/
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is important to facilitate the development of policies, to guiding the real sector of the 

Nigerian economy, and reducing the country’s over-reliance on the volatile oil sector. 

Reports on Nigeria indicate that the country depends largely on income generated 

from oil (Falola et al., 2018). However, despite this huge income from oil exportation, 

its contribution to the country’s GDP is less than 10% to GDP (National Bureau of 

Statistics, 2018a). In addition, statistics gathered in Nigeria identifies some sectors 

which are predominantly present in small to medium scale businesses as mostly 

owned by families (Library of Congress, 2008). These sectors are believed to employ 

over half of the country’s population and contribute approximately 55 percent of the 

country’s GDP (National Bureau of Statistics, 2018a). Furthermore, informal reports 

and local surveys on Nigeria state that family businesses occupy a significant 

economic position in the country. Although there are limited data available, various 

bulletins from the Central Bank of Nigeria (CBN) state these sector contributions to 

employment and the GDP as being essential. Besides, newspaper publications 

comment that businesses owned and managed by well-known Nigerian families have 

significant macroeconomic importance to the country.  The paucity of structured and 

empirical research on family businesses, with a focus on factors responsible for their 

growth and survival, maybe one of the challenges affecting the actual development of 

the Nation’s real sector (Ogbechie and Anetor, 2015). Therefore, there is a need for 

empirical studies on Nigerian family businesses, which may begin with testing 

constructs that have been used in identifying intrinsic resources embedded in the 

family system in developed countries. 

 

2.6 Conclusions  

This chapter has discussed the structure of the Nigerian economy and its challenges. 

Particularly, the chapter highlights the challenge of family businesses as well as the 

need to explore factors that influence the survival and growth of family businesses. 

Some studies in developed countries indicate that businesses using debt in their 

capital structure are more likely to survive and grow faster (Cole and Sokolyk, 2018; 

Chua et al., 2011). Therefore, investigating the factors that influence debt financing 

would be beneficial to Nigeria.  Additionally, research on SEW in connection with 

dependent variables is still in its infancy in Nigeria. Perhaps this is because there is 
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no clear evidence from Nigeria. Therefore, investigating the impact of SEW on the 

relationship between entrepreneurial orientation and debt financing of family 

businesses in the Nigerian context would be helpful for policies and practices that aim 

at promoting family businesses. The next chapter provides a historical and theoretical 

overview of family business and theories used in family business research. 
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CHAPTER 3: LITERATURE REVIEW  

 

“The relative and absolute importance of family businesses have grown 

enormously over the last twenty years; this real growth has been matched by the 

appreciation of their role. What was previously regarded as temporary steppingstones 

to real business are now recognized as one of the most vital contributors to people’s 

incomes and development, however, they may be defined”.  

Hussain et al. (2006, p.584) 

3.0 Introduction  

As a background to the current research, the preceding chapter discusses the Nigerian 

economy’s structure, the role, and impact of family businesses in the Nigerian 

economy, and the challenge of family businesses. The current chapter aims to develop 

a historical and theoretical overview of the family business. The chapter has two major 

sections: The first section of this chapter provides a comprehensive literature review 

on family business definitions from the early endeavours of defining the family 

business and definitions of family business will be evaluated. This will then lead to a 

definition of a family business being developed for this research (3.1). In section two, 

theories that have been used in family business research will be reviewed and the 

utility of those theories to the research will be discussed. This will provide the 

theoretical underpinning of the study (3.2).  

3.1 Defining Family Business 

As mentioned in chapter 1, family businesses contribute significantly to the world 

economy (Kotlar et al., 2018; De Massis, et al., 2018; Daspit et al., 2017; Chua, 

Chrisman, and Steier, 2003; Gómez-Mejía et al., 2007; Masulis et al., 2011). For 

example, the family firm Institute states that at least half of all companies in the US 

are family businesses and family businesses account for two-thirds of all businesses 

around the world. The scale of family business activity in any economy is highly 

sensitive to the family business definition selected (Hernández-Linares, Sarkar, and 

Cobo, 2018; Westhead and Cowling, 1998) and as a result, defining the family 

business has been a major area of family business research.  Family business 

researchers are confronted by a definitional dilemma (Hernández-Linares, 
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Kellermanns, and López-Fernández, 2018; Brockhaus, 2004). As a result, 

considerable efforts have been made by scholars to formulate a universally accepted 

definition of the family business. Defining the family business should not be confused 

with those factors that differentiate a family business from a non-family business 

(Hernández-Linares et al., 2018). For example, family business scholars agree family 

firms differ from non-family firms in terms of non-economic goals (Westhead and 

Cowling, 1998; Sharma, 2004; Chrisman et al., 2005; Debicki et al., 2009; Berrone et 

al., 2012; Cabrera – Suarez et al., 2014) and corporate governance (Randøy and 

Goel, 2003). However, due to the various individual and organizational complexities 

of a business with family involvement, defining the family business as a specific unit 

of study has been a difficult task for researchers. For example, the spectrum of family 

businesses is broad, from a local convenience store to multinational businesses. The 

initial focus of family business researchers was formulating a definition that 

encompasses all family businesses with such unique organizational characteristics. 

Scholars attempt to identify family businesses in terms of ownership, management, 

and control structures (Handler, 1994; Handler, 1989). This has led family business 

scholars to suggest that a business can be considered a family business when 50% 

or more of the ownership of the business is owned and controlled by family members 

(Henssen et al., 2011).  For example, in examining family business succession, Tan 

and Fock (2001) used the intergenerational transfer of ownership/control as the 

defining criteria for examining key success factors in family businesses, while Davis 

and Harveston (1998) used ownership as the single criteria for defining the family 

business. Besides, Henssen et al (2011) suggest that when defining a family business, 

the construct of ownership should not be limited to legal ownership but be extended 

to psychological ownership.  

 

Regardless of how the constructs of ownership and control are defined, these 

constructs alone do not account for why some businesses were identified by their 

owners or managers as a family business despite meeting any of the ownership, 

management, and control criteria (Chua, Chrisman, and Sharma, 1999). In this regard, 

Westhead et al., (2001) defined a family business in terms of whether or not the 

business considers itself to be a family business. This self-identification approach is 

restricted because it relies only on the perspective of actually certain individuals in the 

business and brings into question the criteria that people used to presume that they 
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were a family business. Similarly, Litz (2008) stated that operational definitions are 

restricted, concentrating merely on the business side of the family business interface 

and are predominately static focusing on the family business at a specific moment in 

time, thus definitional exactness is inherently ill-suited for a phenomenon as inherently 

vague as the family business.  Though methodologically suitable (easier to categorize 

and measure a family business using only the constructs of ownership and control) 

any definition of the family business must not only incorporate the components of 

family ownership and voting control but also the active involvement by family in the 

current management of the business, authority to make strategic decisions, and 

intergenerational involvement (Astrachan and Shanker, 2003).  As a result, family 

business scholars have shifted their emphasis from formulating a comprehensive 

definition of the family business toward gaining a better understanding of the impact 

and influence of family involvement on the business. Chua et al. (1999) proposed that 

without a theoretical definition of the family business there is no standard for 

determining the validity of any operational definition utilized by researchers, and such 

a definition becomes a matter of convenience. Consequently, they offered the 

following theoretical definition of the family business based on behaviour as the 

essence of a family business: 

“The family business is 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” (Chua et al. 1999, p.25). 

This theoretical definition builds on the early conditions of family involvement through 

ownership, management, and generational involvement by integrating the factors of 

intention and vision as the essence of the family business. In an attempt to depict the 

mode and degree of family influence on a business, Astrachan, Klein, and Smyrnios 

(2002) introduce a ready-to-use multi-dimensional scale that measures the level of 

family influence on a business by using the subscales of power, experience, and 

culture (F-PEC). According to Astrachan et al., (2002), the power construct consists 

of ownership, governance (CEO and board participation), and management 

(influences day-to-day operations). The experience construct considers the generation 

of family members involved in the business. The culture construct considers the 
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overlap between family and business values. This model has been tested and 

validated by Klein, Astrachan, and Smyrnios, (2005) with regard to the relevance and 

suitability of the constructs and their dimensions. Besides, scholars have shifted away 

from regarding the family business as a homogeneous group to developing models of 

various kinds of family business based on family characteristics (Gibb Dyer, 2006; 

Pieper and Klein, 2007). 

Theoretical definitions are methodologically challenging, unlike operational definitions, 

as it requires the measuring and operationalizing of constructs such as family 

involvement and family essence. Chrisman et al. (2012) empirically tested the 

constructs of family involvement (ownership, management, and generational 

involvement) and family essence (intention, vision, and commitment) and discovered 

that family involvement and family essence are both associated with distinctive family 

business behaviour (adoption of family-centered non-economic goals). Additionally, 

the authors also found that family essence in some measure mediates the relationship 

between family involvement and distinctive family business behaviour. This implies 

that family involvement is antecedent to family essence (Dawson and Mussolino, 

2014, p. 178), and when defining the family business consideration should be given to 

both family essence and family involvement. Using both family involvement and family 

essence to define the family business would result in a more detailed understanding 

of the family business (Chua et al., 1999), as well as promote more “reliable, 

consistent, and reconcilable empirical results” (Chrisman et al., 2012 p. 285), thus 

contributing to developing a theory of the family business (Chrisman et al., 2005).   

Although numerous attempts have been made to define the family business, scholars 

have come to the realization that a universal definition of the term family business may 

never be widely accepted (Chrisman et al., 2012; Brockhaus, 2004). This is due not 

only to the absence of theoretical consensus among family business scholars but also 

because of the fact that family businesses are reliant on the institutional legal contexts, 

which differ from country to country (Allouche et al., 2008, p.316; Gibb Dyer, 2006). 

De Massis et al. (2014) suggested that both family essence (willingness) and family 

involvement (ability) should be considered as necessary conditions as the basis for 

defining a family business. They contend that it may no longer be appropriate to 

consider a business a family business where the family has the ability to influence but 

has no intention of transgenerational succession (essence). Rather, a business should 
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be considered a family business only when both ability and willingness are present, 

and it is this business that should be compared to non-family business and other family 

businesses. Therefore, it is not so important in formulating an all-encompassing 

definition of the family business. Rather it is the family as a unit that is the defining 

element in the family business context. It is the willingness and the ability of the family 

to exert family-specific behavior within the business that must underpin any definition 

of the family business. The definition of a family business is discussed in detail in the 

following section. 

 

3.1.1 Family Business Theoretical and Operational Definition 

As family businesses are not a homogenous group of organisations (Chua et al., 2012; 

Corbetta and Salvato, 2004; Fiegener, 2010), no universally accepted definition or 

scale has been provided for what really constitutes a family business (Hernández-

Linares, Sarkar, and Cobo, 2018). An extensive review of existing literature suggests 

that definitions of family businesses fall into one of two groups: (1) theoretical 

definitions based on family business essence (Chrisman, Chua, and Sharma, 2005; 

Chua et al., 1999); (2) operational definitions based on family involvement (Wang, 

2016; Miller et al., 2008). 
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Table 3.1 Family business definitions 

 Based on  Author/s (year) Definition 

Theoretical Definition Vision, Intension,  

and Behaviour 

Chua, Chrisman, and 

Sharma (1999) 

“…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” (p.25) 

RBV Habbershon and 

Williams (1999) 

the unique bundle of resources a particular firm has because of the system's 

interaction between the family, its individual members, and the business (p.11) 

Family Orientation Lumpkin, Martin, and 

Vaughn, (2008) 

Family orientation (Tradition, stability, loyalty, trust, and interdependency) as a 

means to describe and explain the extent to which individuals bring a strong or weak 

sense of family to a family business setting (p.131-134) 

Operational Definition Ownership Chiric et al., (2011) “… a business owned by multiple family members of the same family” (p.313)  

Ownership and  

Management 

Eddleston, 

Kellermanns, and 

Sarathy, (2008) 

“.. . Businesses in which ownership lies within the family and at least two family 
members are employed by the business” (P, 35). 

Ownership, 

Management, 

and Governance 

Zahra, Hayton, and 

Salvato (2004) 

“… those businesses that report some identifiable share of ownership by at least 

one family member and having multiple generations in leadership within that 

business (p.369) 

Ownership and  

Governance 

Tatoglu, Kula, and 

Glaister (2008 

Family businesses are defined as firms where most of the voting shares are owned 

by members of a single-family (p.163) 

Management  

and Succession 

Fahed-Sreih 

Djoundourian (2006) 

“…any business that is controlled or influenced by a single-family and one that is 

intended to remain in the family”. (p.277) 



40 | 337 

 

Scholars have tended to use operational family business definitions based on 

components of family involvement, like ownership, management, governance, and 

succession (De Massis, Chua, and Chrisman, 2008; Litz, 1995). However, these 

definitions are context-specific and as a result cannot be generalized (Gomez-Mejia 

et al., 2011). A business can be considered to be a family business if ownership lies 

within the family and when at least two members of the family are employed in the 

business (Eddleston et al., 2008), if a single-family holds the majority of shares 

(Tatoglu et al., 2008), or if the business is managed by a single-family and is intended 

for generational continuity (Fahed-Sreih and Djoundourian, 2006). According to those 

operational definitions, businesses with the same number of members owning and/or 

managing the business could be considered to be family businesses, as the important 

consideration is how this ownership or management influences the goals and 

strategies of the business (Chrisman et al., 2012). Additionally, businesses with the 

same extent of family involvement in ownership and/or management may or may not 

consider themselves a family business (Chrisman et al., 2005, p.556). 

 

According to Chua et al., (1999), it is possible to separate the concept of ownership 

and management in family business into three combinations: family-owned and 

managed, family-owned but not managed, and family managed but not owned. 

However, in the literature, the relationship between ownership and operational 

involvement of the family in business remains relatively vague because many scholars 

have not distinguished between these three possible forms of ownership structures in 

their studies (Fiegener, 2010). In order to examine the relationship between forms of 

ownership and the level of operational involvement by families in private enterprise 

Fiegener (2010) differentiated between ownership involvement and operational 

involvement and between family-managed businesses and family-owned businesses 

in his study. His outcomes reveal that businesses with a different set of ownership 

perform differently with regard to the extent of family members’ operational 

involvement in the business, where self-owned businesses permit less family 

operational involvement than businesses owned by relatives of the CEO.  Besides, 

different ownership structures may influence business performance and strategies 

(Miller et al., 2007).  Salvato (2004) in a study examining the entrepreneurship of small 

and medium-sized family businesses identified three types of family businesses: the 

founder centered family business; the sibling or cousin consortium; and the open 
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family business, in which ownership and control are partially shared with non-family 

shareholders and professional managers. Salvato (2004) found that these businesses 

vary in the role played by the founder and/or owner families in the life of the business, 

as well as in terms of their entrepreneurial orientation.  Furthermore, Miller, Le Breton‐

Miller, and Lester (2011) contended that in addition to ownership, social context can 

also have an influence on the uniqueness of the family business. They discovered that 

family owners and executives adopt family logic and strategies of conservation since 

they are influenced by family stakeholders, while sole founders embrace the 

entrepreneurial logic and strategies of growth as a result of being influenced by 

market-oriented stakeholders. 

 

Some researchers adopted a broad definition, following an operational definition of 

family businesses, considering family businesses as those businesses who identify 

themselves in that capacity (e.g., Naldi et al., 2007; Zahra et al., 2008; Cruz and 

Nordqvist, 2012). Others adopted a narrower description, defining family business in 

terms of involvement, ownership, and management (Schepers et al., 2014; Goel et al., 

2013; Eddleston et al., 2012; Kellermanns et al., 2012a). This discrepancy in the 

literature raises concerns regarding the reliability of outcomes and the ability to build 

cumulative knowledge (Zahra and Sharma, 2004). However, since family business 

research is still in its early stage of development, scholars are unlikely to agree on a 

single definition of the family business (Chrisman et al., 2012). Therefore, defining the 

family business may vary according to the context of the research. For instance, 

ownership percentage is important in defining family business listed in the stock 

market, whilst family involvement is essential when examining small family businesses 

(Miller et al., 2008). Besides, scholars argue that in addition to the operational 

definition, the family business should have a theoretical definition based on the family 

business essence (Chrisman et al., 2005, 2012). According to Chrisman, Chua, and 

Zahra (2003, p.359), what differentiates a family business from other organizations is 

the family’s influence on the operations and decision-making of the business. The facts 

show that involvement allows the family to have influence however behaviour as the 

essence of a family business, on the other hand, explains why the family will make 

use of this influence (Chrisman et al., 2005). Chua et al., (1999) contend that family 

involvement variables are weak predictors of family business behaviour and that these 

firms should be distinguished based on vision, intention, and behaviour. Chua et al.’s, 
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(1999) definition encompasses the dynamics of family involvement (ability) and family 

essence (willingness) as the theoretical underpinnings (Chrisman et al., 2012). Family 

involvement is the ability of the family to influence business behavior, and family 

essence is the willingness of the family to cause the business to behave in a 

particularistic manner. For example, consider a family that has the ability to influence 

the business through ownership and management but has no intention for intra-

generational succession (essence), compared to a family that has the same ability to 

influence but has an intention regarding intra-generational succession. Are these two 

businesses the same? Should they be compared with each other? Chrisman et al. 

(2012) proposed that only when both ability and willingness are present should a 

business be considered a family business, and it is these businesses that should be 

compared to non-family businesses. Besides, definitions of the family businesses that 

do not consider both ability and willingness as necessary conditions as the basis for a 

family business definition will further contribute to varied results (De Massis, Kotlar, 

Chua, and Chrisman, 2014).  

 

Moreover, Habbershon and Williams (1999) and Habbershon, Williams, and 

MacMillan (2003) developed a theoretical basis for defining family business based on 

the resource-based view (RBV) of the firm. They introduced the concept of familiness, 

which they described as “the unique bundle of resources a particular business has as 

a result of the system’s interaction between the family, its individual members, and the 

business” (Habbershon and Williams, 1999, p.11). Additionally, Lumpkin, Martin, and 

Vaughn (2008) introduced the concept of family orientation, based on Bowen's family 

system theory, to provide a deeper understanding of the intentions, values, and family 

member involvement, through five related dimensions: tradition, stability, loyalty, trust, 

and interdependence.  Subsequently, Chrisman et al. (2012) developed a theoretical 

basis for defining family business, providing empirical evidence to show how the 

essence of the family intervenes in the relationship between family involvement and 

family-centered non-economic goals (FCNE). To address this dilemma, Astrachan, 

Klein, and Smyrnios (2002) developed a standardized instrument for assessing the 

degree of family influence on an organization called the Family Power Experience 

Culture Scale (F-PEC).  According to Astrachan et al., (2002), the three elements of 

this scale are power (family ownership, governance, and management), experience 

(the generation and the number of family members involved in the firm), and culture 
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(family commitment to the firm and the overlap of family and business values). The F-

PEC scale measures family involvement as a continuous variable rather than 

categorizing the business into the family and non-family business. The scale has 

subsequently received some validation by Klein, Astrachan, and Smyrnios (2005) and 

Holt, Rutherford, and Kuratko (2010) (Chrisman et al., 2010, p13). Besides, 

Kellermanns, Eddleston, and Zellweger (2012) followed the approach of Astrachan et 

al. (2002), with the adoption of a multi-dimensional view of the way that family 

influences (generational ownership dispersion, family management involvement, and 

family member reciprocity) impacts on business performance.  

 

Since different definitions can affect conclusions drawn about family business 

(Chrisman et al., 2012; Miller et al., 2007), this research used an operational definition 

based on family involvement. In the operational definition, a business in which more 

than 50 percent of the voting shares are controlled by one family, and/or a single-

family group effectively controls the business, and/or a significant proportion of the 

senior management is members from the same family will be identified as a family 

business (Wang, 2016; Miller et al., 2008). This operational definition served as the 

base for the sample used in this research. Family businesses are broad, from a local 

convenience store to a multinational public company, and therefore formulating a 

definition that encompasses this spectrum is extremely challenging. Although, many 

researchers have used operational definitions of the family business based on the 

constructs of ownership and control (Kotlar et al., 2014; Henssen et al., 2011; Tan and 

Fock, 2001; Davis and Harveston, 1998), whilst others have defined the family 

business by regardless of whether the business considers itself to be a family business 

(Zacher, Schmitt, and Gielnik, 2012; Westhead and Cowling, 1998). However, their 

impact on national economies has been steadily rising (World Bank Group, 2018a). 
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3.2 Theories of Family Business 

In an attempt to gain an understanding with regard to what makes family businesses 

different from other forms of businesses, scholars have introduced mainstream 

management theories such as agency theory (3.2.1), stewardship theory (3.2.2), the 

resource-based view (RBV) of firms (3.2.3), and the behavioral agency theory (3.2.4), 

to not only explore topics such as entrepreneurial orientation and debt financing 

(Michiels and Molly, 2017; Debicki et al., 2009) but also these theories have been used 

with the aim of developing a theory of the family business (Sharma, 2004) by 

examining the impact that the family has on business. This section will review the core 

theories used in family business research. 

 

3.2.1 Agency Theory  

Agency theory is one of the three prominent theories in family business research, 

along with stewardship theory and the resource-based view (RBV) of the business 

(Chrisman, 2019; Chrisman, Chua, and Sharma, 2005; Le Breton-Miller, Miller, and 

Lester, 2011). Agency theory is the theoretical lens for explaining the link between the 

ownership and management of an organization. It is based on the notion that 

managers who are not owners will not watch over the dealings of a business as 

diligently as owners managing the business. This is an effect of the inherent conflict 

of interest between the owner and the manager and is described by Ross (1973) as 

the principal-agent problem. Besides, at its core, agency theory is based on the view 

that man will act in an opportunistic way and agency mechanisms are essential to 

mitigate this conduct.  According to agency theory, the owners (principal) delegate 

authority to the managers (agent), which empowers them to make decisions that affect 

the wealth of the owners. The effect of this is that agency costs can emerge in business 

as a result of the conflict of interests between the agent and the principal (Fama and 

Jensen 1983; Jensen and Meckling, 1976). Agency costs emerge from monitoring the 

actions of managers and aligning their incentive structures with the owner. However, 

agency costs in business can be reduced by concentrated ownership (Jensen and 

Meckling, 1976; Fama and Jensen 1983). Additionally, Owner-managers may even 

act as monitors of the business (Combs et al., 2010; Anderson, Duru, and Reeb, 

2009). This has prompted many researchers to argue that agency costs will be 
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reduced or eliminated in the family business since the manager and the owner are 

often the same individual (Sharma, 2004; Chrisman, Chua, and Litz, 2004). Therefore, 

from the perspective of agency cost, family businesses are said to have a relative 

advantage over non-family businesses. However, agency theory has been extended 

by researchers to explain family business behaviours and outcomes in terms of the 

agency costs of altruism (Schulze, Lubatkin, and Dino, 2003; Schulze et al., 2001). 

These incorporate unfair perceptions of the performance of family members, free-

riding, family members taking advantage of privileged consumption, and difficulty in 

imposing a contract (Schulze, Lubatkin, and Dino, 2003; Gomez-Mejia, Nunez-Nickel, 

and Gutierrez, 2001; Schulze et al., 2001). For instance, family business owners may 

appoint unqualified family members in key positions in the business or offer generous 

salaries and benefits to their offspring (Lubatkin, Ling, and Schulze, 2007). These 

actions constitute extra agency costs that may endanger the performance of the family 

business, even when a non-family manager has been employed (Chua, Chrisman, 

and Bergiel, 2009). The foregoing review suggested an opposing argument regarding 

the positive and negative effects of agency costs in family businesses.  Besides, 

empirical evidence using agency theory as a framework has also supported both 

arguments. Using a nationwide sample of 2,631 privately held and publicly traded 

family businesses in the United States, Oswald, Muse, and Rutherford (2009) 

identified a negative relationship between the percentage of family controlling the top 

management team (TMT) and the overall performance of the business. Conversely, 

Chrisman, Chua, and Litz (2004) studied private small family and non-family 

businesses in the United States and discovered that agency problems are less severe 

in family businesses. Furthermore, an investigation of small family businesses in the 

fishing industry discovered that the presence of a family manager and employees was 

associated with improved company performance (Herrero, 2011). 

The inconsistency of scholarly findings confirms the complexity of family business and 

proposes that the agency problem in family business appears to be profoundly 

dependent on both the context and life cycle of the business in question (Gibb Dyer, 

2006; Sirmon and Hitt, 2003). Researchers have suggested that the agency and 

stewardship perspectives in the family business are formed by the degree of 

embeddedness of the business and managers within the family (Le Breton-Miller et 

al., 2011). Therefore, the higher the degree of family control exercised by the number 
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of family directors, officers as well as votes, the more that agency issues prevail over 

stewardship. In addition, Karra, Tracey, and Phillips, (2006) argue that in the early 

stages of a business altruism reduces agency costs, but as a venture becomes larger 

and more established, agency problems will tend to increase. The probability of 

altruism can, therefore, differentiate the family business from other forms of 

organisations. On the other hand, this factor can have different impacts depending on 

the features of a particular family business. 

Moreover, as a purely economic theory, agency theory rests upon human assumptions 

of self-interest and value maximization (Corbetta and Salvato, 2004; Ross, 1973). 

According to agency theory, owners want to maximize profits, while managers may 

prefer to engage in activities that promote their self-interest. However, family 

businesses have a strong desire to pursue non-economic goals (Berrone et al., 2012; 

Cabrera-Suarez et al., 2014). For example, if a goal of a family business owner is to 

provide employment for family member, then employing an unproductive family 

member would not be an agency cost, although it would be for a non-family business 

(Berrone et al., 2012; Chua et al., 2003). As a result, agency theory should only be 

applied to the family business context if the set of goals and objectives proposed for 

the business allows for both economic and non-economic benefits. Poor financial 

performance, for example, may not be the result of an agency problem in a family 

business if the family owners wish to use financial resources to satisfy a non-economic 

goal such as employing a family member at a higher than market wage. In this regard, 

stewardship theory has been proposed as an alternative lens for examining the 

entrepreneurial behaviour and debt financing of family businesses (Koropp et al., 

2013; Michiels and Molly, 2017). 

3.2.2 Stewardship Theory  

Stewardship theory suggests that managers simply want to do a good job and will act 

as a responsible steward over the assets they control (Chrisman, 2019; Davis, 

Schoorman, and Donaldson, 1997). For example, “given a choice between self-

serving behaviour and pro-organizational behaviour, a steward’s behaviour will not 

depart from the interests of his or her organization” (Davis et al., 1997 p. 24) as a 

steward is not inspired by individual goals. In contrast to agency theory, which argues 

that organizational performance variations are the result of the principal-agent problem 
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stewardship theory suggests that performance variations “arise from whether the 

structural situation in which the executive is located facilitates effective action by the 

executive” (Donaldson and Davis,1991, p. 51). In other words, stewardship theory 

argues that an organizational performance variation is not the result of the manager 

behaving in a self-serving manner. Rather, stewardship-based arguments suggest 

that managers may be motivated by non-economic factors such as personal 

identification and obligation to the organization. 

As identified above, agency theory is embedded in economic rationality where 

managers desire to maximize their individual utility, instead of having other 

noneconomic incentives. Corbetta and Salvato (2004) suggest that the entrepreneurial 

behaviours of the family business can as an alternative be explained from a 

stewardship perspective, where family members act in manners counter to their own 

self-interest for the general improvement of the business. Consequently, from a 

stewardship perspective, altruism is reciprocal, on the basis of mutual trust and 

commitment to others without expected return (Karra, Tracey, and Phillips, 2006). 

Stewardship theory is rooted in psychological and sociological angles, arguing that 

managers are stewards who are committed to the interests of the owners and will, as 

a result, be as diligent as owners in managing the business (Davis, Schoorman, and 

Donaldson, 1997). Davis, Allen, and Hayes, (2010) found that family member 

employees perceive significantly higher value commitment, trust, and stewardship 

perceptions and lower agency perceptions in family firm leadership than non-family 

members, suggesting that blood is indeed thicker than water. More recently, 

Kellermanns et al., (2012a) combined both agency and stewardship theories as 

complementary perspectives to explore how three dimensions of family firms 

(ownership dispersion, family management involvement, and family member 

reciprocity) affect family business performance. They found that business with shared 

management performs better than those with centralized management. Besides, the 

stewardship perspective has been applied to study various strategic management 

aspects of the family business. Eddleston and Kellermanns (2007) applied 

stewardship theory to suggest that a participative strategy process contributes to 

family business performance and that altruism reduces family relationship conflict by 

facilitating a participative strategy process (p.546). Additionally, Reciprocal altruism 

has also been shown to act as an essential resource for family businesses and a 
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source of competitive advantage (Eddleston, Kellermanns, and Sarathy, 2008). Whilst 

Zahra et al. (2008) found that stewardship-oriented family business culture of 

commitment is positively associated with the business strategic flexibility. Eddleston, 

Kellermanns, and Zellweger (2012) asserted that the particular stewardship culture 

determinates, such as comprehensive strategic decision making and a long-term 

orientation, may also enhance corporate entrepreneurship in family businesses. The 

growing body of research exploring family business through the perspective of the 

stewardship theory views family business as organisations in which family leaders are 

dedicated to the service of all stakeholders (Arregle et al., 2007; Miller and Le Breton-

Miller, 2005). While the stewardship theory might explain the distinctiveness of the 

family business, it is built upon the assumption that family members do not pursue 

selfish objectives (Berrone et al., 2012). This assumption does not explain certain 

conducts exhibited by some family businesses such as risk-taking and therefore 

arguably naive. Additionally, stewardship behaviour in family businesses is subject 

mostly to certain sorts of governance conditions related to the generation in control 

(Miller and Le Breton-Miller, 2006) and to the extent of the social embeddedness of 

the business and managers within the family (Le Breton-Miller and Miller, 2009). 

Agency theory and stewardship theory represent two rather opposing views of family 

firm entrepreneurial behaviour. The following section will discuss the resource-based 

view of the firm as another lens to better understand the factors that influence the debt 

financing of family businesses. 

3.2.3 Resource-Based View RBV and Dynamic Capabilities 

  
The fundamental belief of the resource-based view (RBV) is that a firm’s competitive 

advantage is reliant on the resources available to the business (Zahra, 2021). A 

resource, as described by Barney (1991, p.101), includes all of a firm’s assets, 

capabilities, organizational processes, firm attributes, information, and knowledge. A 

business will have a competitive advantage when the resources of the business 

generate value not otherwise generated by a competing business. A competitive 

advantage is sustained by a business when its competitors cease in their efforts to 

achieve the same competitive advantage (Barney, 1991; Rumelt, 1984). According to 

Barney (1991), a business can earn significant rents from resources to the extent that 

these resources are valuable, rare, imperfectly imitable, and non-substitutable. Given 
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that family businesses have been described as having dynamic, complex, and unique 

intangible resources being the ‘family’ (Zahra, 2021; Habbershon and Williams, 1999; 

Habbershon, Williams, and MacMillan, 2003), RBV is a suitable theoretical lens to 

examine the family business. 

In the context of the family business, RBV has offered intuition into whether the family 

itself represents a unique resource that may contribute to a family business’s 

competitive advantage. Although some family businesses experience agency 

behaviour, such as exploitation by family members, and some family businesses are 

marginal businesses that generate modest financial rewards, many do create a 

competitive advantage as a result of their familiness (Habbershon and Williams, 1999; 

Sirmon and Hitt, 2003; Tokarczyk et al., 2007; Levie and Lerner, 2009). Human capital 

is the most valuable and inimitable resource according to RBV, and “thus family human 

capital is most likely to be a source of sustained competitive advantage for businesses” 

(Dawson, 2012 p. 7; Barney, 1991). Scholars have proposed that the ‘family’ in and of 

itself is a unique and valuable resource that may contribute to a competitive advantage 

for the business (Habbershon and Williams, 1999; Habbershon, Williams, and 

MacMillan, 2003; Chrisman, Chua, and Zahra, 2003; Sirmon and Hitt, 2003; Chrisman, 

Chua, and Steier, 2003; Pearson, Carr, and Shaw, 2008; Irava and Moores, 2010a; 

Zellweger, Kimberly, and Kellermanns, 2010). In an attempt to propose some clarity 

and importance to the construct of familiness, Sirmon and Hitt (2003) outline five 

sources of family business resources as shown in Table 3.2 below. 

Table 3.2 – Sources of family business resources 

Human Capital Acquired knowledge, skills, and capabilities of a person 

Social Capital Resources embedded in the network, accessed through relationships 

Patient Financial Capital Invested financial capital without a threat of liquidation 

Survivability Capital Pooled personal resources family members loan, contribute, and share with 
business  

Governance structure 

and cost 

Costs associated with the control of business: examples include incentives, 

monitoring, and controls 

Source: Adapted from Sirmon and Hitt (2003) - Uniqueness of resources and attributes of the family business 
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Despite the fact that the construct of familiness has been defined and conceptualized 

to some extent differently among family business scholars, the fundamental theme is 

that the family in and of itself represents a unique resource available only to the family 

business. Put simply, the ‘family’ is a firm-specific resource and asset of the family 

business. However, how the construct of 'familiness' is defined or conceptualised is 

not as important as how familiness influences family business entrepreneurial 

behaviour. In this regard, Habbershon et al. (2003) propose that a business resource 

can be classified as physical capital, human capital, organizational capital, and 

process capital. The authors extend this to the family business context and suggest 

that family businesses have a family factor being the constant interaction of the family 

business with family members and this interaction generates a distinctive pool of 

resources and competencies unique only to the family business. Although, this ‘family 

factor’ can have a positive (distinctive) or negative (constrictive) effect on any of the 

resources available to the family business. Therefore, the authors put into view the 

concept of distinctive familiness to explain when family factors have a positive impact 

on business resources, consequently contributing to the competitive advantage of the 

family business. In a study of large UK sample of 319 family business and 258 non-

family business owner/managers, Levie and Lerner (2009) found no performance 

differences among family and non-family businesses when controlling for human 

capital, however, they found significant differences in resource selection between 

family and non-family business. The authors found that family businesses are more 

eager to accept an employee with lower human capital provided that the employee is 

from the owing family. This finding supports the view of Sirmon and Hitt (2003), who 

found that family businesses evaluate resources differently than non-family 

businesses, with human capital being the most important resource for a family 

business. 

RBV has been used to interpret many different aspects of family businesses, such as 

social capital (De Massis, Kotlar, and Frattini, 2013; Zahra, 2010; Pearson, Carr, and 

Shaw, 2008; Arregle et al., 2007), family business entrepreneurship (Zahra et al., 

2004), innovative capacity and altruism (Eddleston, Kellermanns, and Sarathy, 2008), 

portfolio entrepreneurship (Sieger et al., 2011), and knowledge transfer in the 

succession process (Cabrera‐Suárez, De Saá‐Pérez, and García‐Almeida, 2001). 

Additionally, the RBV has also been used to explain various strategic decisions of 
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family firms. For instance, Sharma and Manikutty (2005) developed a framework to 

better understand the influence of community culture and family structure on 

divestment decisions in family businesses. Kellermanns (2005) extended this model 

with the addition of resource accumulation decision making. Nevertheless, RBV has 

been a valuable tool in determining the components and constructs of a family 

business’s unique resource (familiness).  However, it does not provide the appropriate 

lens to examine how the family business manages and reconstructs these specific 

resources over time. 

RBV is a static concept (Helfat and Peteraf, 2003; Teece, Pisano, and Shuen, 1997). 

In other words, the resource-based view does not consider that a business must alter 

and reconfigure these unique and inimitable resources in order to ensure a long-term 

competitive advantage. Trying to give an answer to the process by which businesses 

reach positions of competitive advantage in dynamics markets, David Teece and Gary 

Pisano introduced the notion of dynamic capabilities (DC) as a source of competitive 

advantage (Teece and Pisano, 1994). According to these authors, to adapt to 

constantly changing environments, companies need both external and internal 

competencies. The dynamic capabilities approach looks at the ability of a business to 

modify and reconfigure unique resources over time (Teece, Pisano, and Shuen, 1997) 

in order to sustain a competitive advantage. Teece, Pisano, and Shuen (1997) 

describe dynamic capabilities as a “business ability to integrate, build and reconfigure 

internal and external abilities to address rapidly changing environments” (p. 516). 

Consequently, the dynamic capabilities approach can be viewed as an expanded 

paradigm of RBV (Hernández-Linares, Kellermanns, and López-Fernández, 2021). 

The dynamic capabilities approach suggests that it is not sufficient for a business to 

have unique and valuable resources at a point in time; rather, a business must 

constantly modify and reconfigure so as to sustain its competitive advantage in an 

ever-changing marketplace. 

“Dynamic capabilities are idiosyncratic in the family business since they result 

from the strong interaction among the family, its individuals, its individual 

members, and the business. Indeed, the interaction of the two interrelated 

social systems i.e., the family and the business allow family members to 

participate at the same time in the family and business life, thus influencing both 

positively and negatively resource recombination processes.” Chirico and 

Nordqvist (2010, p. 489-490) 
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Therefore, the dynamic capabilities approach appears to be an appropriate concept to 

examine those family businesses that have the ability to generate value from one 

generation to the next. In particular, how these businesses modify and reconfigure 

valuable and business-specific resources (distinctive familiness). 

There has been a considerable variety of academic work focusing on the dynamic 

capabilities of business (Arend, 2014; Corner and Wu, 2012; Eisenhardt and Martin, 

2000) and more recently, scholars have been devoted to examining the dynamic 

capabilities of the family business (Hernández-Linares et al., 2021; Chrisman et al., 

2013; Chirico and Nordqvist, 2010; Carnes and Ireland, 2013; Penney and Combs, 

2013).  The dynamic capabilities approach provides researchers many promising 

areas of inquiry that will offer a more profound understanding of how entrepreneurial 

family businesses (i.e., those businesses that have the ability to create wealth across 

generations) modify and reconfigure valuable and inimitable resources to maintain a 

competitive advantage.  For example, Chirico and Nordqvist (2010) propose that a 

culture of entrepreneurial orientation (attitude to improve and advance – distinctive 

familiness) will positively influence the dynamic capabilities of the family firm, while a 

paternalistic culture (closed to making changes – constrictive familiness) will 

negatively influence the dynamic capabilities of the family business. On a similar 

theme, through the constructs of cohesion and flexibility, Penney, and Combs (2013) 

suggest that a family structure is either rigidly disengaged (low adaptability and low 

cohesion) or flexibly connected (high flexibility and high cohesion). The authors 

propose that a rigidly disengaged family structure will cause the family business to be 

less able to identify the need for innovation compared to a flexibly connected family 

structure. This is consistent with the work of Carnes and Ireland (2013) that proposes 

distinctive familiness influences the dynamic capabilities of the family business. The 

authors suggest that distinctive familiness has a positive impact on resource 

enrichment and find that distinctive familiness can motivate the innovativeness of the 

family business. Hence, the ‘family’ is major to the business’s ability to modify and 

reconfigure resources in order to maintain a competitive advantage.  

The above discussion shows that the resource-based view has provided family 

business researchers a deeper understanding of the sources of a business’s 

competitive advantage. Besides, the dynamic capabilities approach is a useful focal 

point to examine how family businesses modify and reconfigure unique, inimitable, 
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and non-substitutable business-specific resources. The significance of the family in 

the family business context cannot be disregarded as the one common theme from 

the review of the literature to this point is that it is the ‘family’ that makes the family 

business unique and distinctive from other forms of business. For example, agency 

theorists propose that agency behaviour in a family business is the result of the 

interaction of two unique social systems i.e., the family and the business. Similarly, 

RBV suggests that the family in and of itself represents a unique and inimitable 

resource (distinctive familiness) that may contribute to a family business’s competitive 

advantage. However, similar to agency theory, and stewardship theory, the resource-

based view and dynamic capabilities approach do not provide a framework to examine 

the interaction of the family and the business.  

In summary, family business researchers have used agency theory, stewardship 

theory, RBV, and dynamic capabilities to explore topics such as the behaviour of family 

firms, strategy, governance, performance, and succession (Block, 2012; Levie and 

Lerner, 2009; Sirmon and Hitt, 2003; Gómez-Mejía et al., 2001). However, no 

conclusive evidence has been presented to date to suggest that family firms 

experience superior entrepreneurial orientation as a result of lower agency costs or a 

sustained competitive advantage (Le Breton-Miller, Miller, and Bares, 2015), as the 

limitation of agency theory and RBV in the context of family businesses is the 

assumption that a company's sole objective is profit maximisation (Chrisman et al., 

2005). Therefore, given that the family is a unique stakeholder in the family business 

context a number of researchers in the field of family business have suggested 

coupling the RBV with another theory dealing with the non-economic goals of family 

businesses could have the potential to advance our understanding of the factors that 

influence debt financing in family businesses (Michiels and Molly, 2017; Koropp et al., 

2013). Therefore, it is possible to use RBV of the family firm as a theoretical lens to 

examine the underlying factors that influence debt financing in family firms, in 

combination with another theory dealing with the non-economic goals of family firms. 

This extension of goals in family businesses is important because behaviours that are 

intended to achieve non-economic goals could impact what and how resources are 

deployed. This study, therefore, argues that coupling RBV with the behavioural agency 

theory is a novel approach that has the potential to advance our understanding of how 

SEW elements could impact the relationship between entrepreneurial orientation and 
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debt financing in the family business. The behavioral agency theory is discussed in 

detail in the following section. 

  

3.2.4 Behavioral Agency Theory  

The behavioral agency theory is an integrative theory that combines elements from 

behavioral, prospect, and agency theory (Gomez‐Mejia et al., 2021; Gomez‐Mejia et 

al., 2014; Wiseman and Gomez-Mejia, 1998). The behavioral agency theory was first 

used by Wiseman and Gomez-Mejia (1998) to better understand managers’ risk 

preferences and decision-making processes. Wiseman and Gomez-Mejia (1998) 

proposed that decision-makers use a contingency perspective which allows the 

possibility of differentiated risk preferences that depend on the context and 

consequences of a decision. The behavioral agency theory predicts that the risk 

preferences of a decision-maker change with the framing of problems (Gomez‐Mejia 

et al., 2021; Gomez-Mejia et al., 2010). As such, problems are framed as positive or 

negative with the use of a reference point that allows for comparing the predicted 

outcomes of available options. According to Nordqvist et al. (2015), the behavioral 

agency theory allows the relaxation of the assumption that agency theory makes about 

the risk preferences of decision-makers being consistent and stable over time, and 

this is why it has been described as a superior alternative to agency theory when it 

comes to explaining managerial risk-taking. In particular, the behavioral agency theory 

combines agency theory with prospect theory (Kahneman and Tversky, 1979) to argue 

that the risk preferences of decision-makers are not stable, as assumed by agency 

theory, but rather, contingent upon the wider corporate contexts (Gomez-Mejia et al., 

2007; Wiseman and Gomez-Mejia, 1998). In other words, unlike agency theory, the 

behavioral agency theory does not assume that principals are always risk-averse, and 

agents are always risk-seeking. The behavioral agency theory, on the other hand, 

makes two arguments regarding decision making and the attitude towards risk of 

decision-makers. First, the behavioral agency theory suggests that the strategic 

decisions are reference-based which means that decision-makers assess their 

possible options or courses of action by contemplating the consequences on their 

current wealth (Wiseman and Gomez-Mejia, 1998; Gomez-Mejia et al., 2007). Second, 

the behavioral agency theory posits that decision-makers are mainly loss averse which 
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means that their primary concern is reassuring that their decisions will not imply loss 

of their current wealth (Gomez-Mejia et al., 2007; Wiseman and Gomez-Mejia, 1998).  

Gómez-Mejía et al. (2007) used the behavioural agency theory to explain the 

willingness of family business owners to accept a significant risk to their performance 

in order to preserve their socioemotional wealth. According to the behavioural agency 

theory, family business owners make decisions to protect endowments in the 

business, in this case in the form of SEW. The behavioral agency theory perspective 

maintains that family owners pursue both financial interests and also non-economic 

goals (Gómez-Mejía et al., 2007). The family has affective needs, such as identity, the 

need for control, and the perpetuation of the family dynasty, which can bring unique 

and value-added skills to the business and impact its entrepreneurial behaviour (Patel 

and Chrisman, 2014). A family’s identity and commitment are a goodwill gesture that 

is recognised by all stakeholders. As a result, long-term relationships based on 

trustworthiness and loyalty are formed (Chu, 2009; Miller et al., 2008). Also, the family 

has strong incentives to facilitate communication, make the decision process less 

bureaucratic and add valuable skills to the business (Miralles-Marcelo et al., 2014; 

Barontini and Caprio, 2006). These aspects can enhance the business's 

entrepreneurial orientation, as the firm can rapidly make decisions. In turn, the results 

are improved and, consequently, the firm’s access to debt financing. In summary, the 

behavioral agency theory is a theoretical framework that has been developed to better 

understand the risk preferences of managers or decision-makers in general, stating 

that managers evaluate their options by using their current wealth as a reference point 

and that they can be risk-seeking, risk-neutral, or risk-averse under different 

circumstances. Based on the above perspectives, this study, therefore, combined two 

theoretical perspectives (RBV and the behavioral agency theory) to examine the 

impact that SEW could have on the relationship between entrepreneurial orientation 

and debt financing of family businesses. The RBV of the firm complements the 

behavioral agency theory perspective, with RBV providing an insight into the means 

available to undertake the required actions and the behavioral agency theory 

describing the drive to take an active stance in achieving firm goals. 
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3.3 Conclusion 

This chapter provided an extensive review of the relevant academic literature 

surrounding the family business definition. After which, the mainstream management 

theories such as agency theory, stewardship theory, the resource-based view, and the 

behavioral agency theory, were discussed. The literature lacks a unified definition of 

what constitutes a family business, as a result, in this research an operational 

definition based on family involvement was adopted. Furthermore, there does not exist 

in the literature a universal theory of family business, leading the researcher to borrow 

heavily from other disciplines. Therefore, the study combined two theoretical 

perspectives (RBV and behavioural agency theory) to examine the impact of SEW on 

the relationship between entrepreneurial orientation and debt financing in family 

businesses. The RBV complements the behavioural agency theory perspective, with 

RBV providing an insight into the resources available to carry out the required actions 

and behavioural agency theory describing the drive to take an active role in achieving 

business goals. The next chapter reviews the literature on entrepreneurial orientation, 

SEW, and debt financing. 
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CHAPTER 4: ENTREPRENEURIAL ORIENTATION, SEW, AND DEBT FINANCING  

 

4.0 Introduction  

 
The preceding chapter provides a comprehensive literature review on family business 

definitions from the early endeavours of defining the family business and also 

discusses the core theories used in family business research. This chapter reviews 

the literature on entrepreneurial orientation, SEW, and debt financing. The discussion 

begins with a review of the extant literature relevant to entrepreneurial orientation in 

section 4.1. This section includes a discussion on the dimensions of entrepreneurial 

orientation and the arguments about the nature of entrepreneurial orientation 

dimensions, respectively. Section 4.2 discusses socioemotional wealth and its 

dimensions. Section 4.3 discusses family business debt financing. Section 4.4 present 

a review of links between entrepreneurial orientation and debt financing. The influence 

of SEW on entrepreneurial orientation and debt financing is discussed in section 4.5.  

 

4.1. Entrepreneurial Orientation  

The aim of this research is to examine the impact of entrepreneurial orientation on 

debt financing of family firms and to examine the role of SEW in influencing the 

entrepreneurial orientation-debt financing nexus. Entrepreneurial orientation has 

emerged as a key construct within the strategic management and entrepreneurship 

literature (Altinay and Wang 2011; Wales, Covin, and Monsen, 2020). 

Entrepreneurship is an essential component for growing the economy of any nation 

(Wales et al., 2019; Hernández-Linares et al., 2018). Besides its role in creating job 

opportunities through start-up ventures and existing businesses, it creates avenues 

for new product development, encourages business expansion, and generally 

increases national prosperity (Lumpkin et al., 2009; Hernández-Linares et al., 2018). 

Entrepreneurial activities account for major economic progress recorded in developed 

nations of the world (Aldrich and Cliff, 2003) because of their fundamental roles in 

activating and stimulating all economic activities. The link between entrepreneurship 

and family business was not made until the most recent decade when it was detected 

that the two phenomena act as the backbone of a nation’s economy. A conceptual 

paper by Dyer and Handler (1994) identified theoretically that these two steams of 
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research are linked. Therefore, the investigation of the entrepreneurial behaviour of 

family businesses is still an evolving area of research in family business literature. 

Entrepreneurship is viewed as a principal driving force for firms’ productivity and 

growth that leads to substantial benefits for the economy (Casillas and Moreno, 2010; 

Zahra, Hayton, and Salvato, 2004; Zahra, 1996), as well as being a key factor in job 

creation and wealth generation (Hitt et al., 2001; Miller, Le Breton‐Miller, and Lester, 

2011). While family business is defined as a business in which more than 50 percent 

of the voting shares are controlled by one family, and/or a single-family group 

effectively controls the business, and/or a significant proportion of the senior 

management is members from the same family (Wang, 2016; Miller et al., 2008). 

Entrepreneurship improves the performance of businesses and consequently their 

access to debt financing in a variety of contexts, including SMEs (Moreno and Casillas, 

2008), developing countries (Anosike, Kolade, and Ahmed, 2018; Atiase, Mahmood, 

Wang, and Botchie, 2018; Obeng, Robson, and Haugh, 2014), minority businesses 

(Wang and Altinay, 2012) and family firms (Casillas, Moreno, and Barbero, 2010). 

Family business research recognises entrepreneurship as playing a crucial role in the 

survival of these types of organisations (Jaskiewicz, Combs, and Rau, 2015; 

Kellermanns and Eddleston, 2006). Moreover, entrepreneurship enhances the 

distinctiveness of family firms’ products, goods, and services, and as a result improves 

their profitability and growth as well as debt financing (Wiklund and Shepherd, 2005; 

Zahra et al., 2004, p, 373; Zahra, 2003). 

A key concept of entrepreneurship that has become a focus of scholarly attention is 

the entrepreneurial orientation (Covin and Wales, 2012; Colvin and Lumpkin, 2011; 

Colvin and Slevin, 1991). Entrepreneurial orientation is a phenomenon that describes 

the way businesses operate (Hernández-Linares et al., 2018; Wiklund and Shepherd, 

2003). Entrepreneurial orientation refers to a business strategic orientation that 

captures specific entrepreneurial aspects of its decision-making styles, methods, and 

practices (Rauch et al., 2009; Wiklund and Shepherd, 2005, p.74; Wiklund and 

Shepherd, 2003, p.1308). Entrepreneurial orientation examines entrepreneurial 

strategy-making and decision-making styles that pursue opportunities in a proactive, 

risk-taking, and innovative way (Wang and Altinay, 2012; Covin and Slevin, 1989; 

Miller, 1983). In other words, entrepreneurial orientation refers to the driving force 

behind the organizational pursuit of entrepreneurial activities (Hernández-Linares et 
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al., 2018; Wiklund and Shepherd, 2003). A number of family business researchers 

have found entrepreneurial orientation to be a suitable framework for examining the 

family business entrepreneurial activities (Cruz and Nordqvist, 2012; Kellermanns et 

al., 2012a; Naldi et al., 2007; Zahra, 2005). Entrepreneurial orientation is a key 

ingredient for organisational success (Lumpkin and Dess, 1996; Hernández-Linares 

et al., 2018) and has been found to be significantly associated with debt financing 

(Wiklund and Shepherd, 2005; Mukiri, 2011; Fatoki, 2012; Mohammed et al., 2016). 

In other words, businesses are likely to benefit from pursuing and adopting 

entrepreneurial orientation (Wiklund and Shepherd, 2005; Aminu and Shariff, 2015).  

According to Etemad (2015), the concept of entrepreneurial orientation was developed 

based on the early works of Khandwalla (1970). Miller and Friesen (1978) later built 

further on this by developing eleven entrepreneurial dimensions, through their study 

on the complexes of attributes and relationships. The entrepreneurial orientation 

concept was further expanded by Miller (1983) through the identification of three 

dimensions (Innovation, Risk-taking, and Proactiveness). This was from his definition 

of an entrepreneurial firm as one that engages in product marketing innovation, 

undertakes somewhat risky ventures, and the first to come with proactive innovations 

(Miller, 1983, p.771). Most of the studies on entrepreneurial orientation build on the 

work of Miller (1983). Morris and Paul (1987) identified entrepreneurial orientation as 

“the propensity of a company’s top management to take calculated risks, be innovative 

and demonstrate proactiveness” (251). Building on this idea Lumpkin and Dess (1996) 

provided two additional dimensions (propensity to act autonomously and a tendency 

to act aggressively towards competitors) to the already established ones in the 

literature on entrepreneurship. Furthermore, noteworthy in this review is the theoretical 

argument by Lumpkin and Dess (2001, 1996) that positions entrepreneurial orientation 

as a multidimensional phenomenon in contradiction to the general and well-known 

view that it is a unidimensional construct (Covin and Slevin, 1991; 1989). Though 

Lumpkin and Dess’s (1996) argument on the multidimensionality of the entrepreneurial 

orientation is still an emerging line of research, empirical evidence is developing 

systematically to support their views (Rauch et al., 2009). Most of these empirical 

studies affirm that despite the synergistic relationship among the five constructs of 

entrepreneurial orientation, they can individually influence certain entrepreneurial 

behaviour in business (Rauch et al., 2009; Naldi et al., 2007). Utilizing any of the 
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entrepreneurial orientation dimensions could be a strategic choice for family 

businesses (Miles, Covin, and Heeley, 2000). However, a few factors (such as 

intentions, attitudes, and values of the family behind the business) might naturally 

impact this choice. The general perspective in the literature on entrepreneurship is 

that entrepreneurial orientation influences business positively (Rauch et al., 2009). 

Besides, this is an emergent pattern in family business literature. For instance, Zahra 

(2005) reported a positive relationship between family ownership and firm 

performance in a study of 209 U.S. manufacturing family businesses. Also, 

Kellermanns et al. (2008) discovered that proactiveness increases employment 

growth in family businesses. Additionally, Chirico et al. (2011) found a significant 

relationship between entrepreneurial orientation and the performance of family 

businesses. Although there are mixed findings in studies examining the 

entrepreneurship orientation of family business, the main perspective still suggests 

that entrepreneurial orientation may influence family business debt financing 

positively. According to Lumpkin and Dess (1996), entrepreneurial orientation reflects 

a firm’s decision-making styles, methods, and practices that lead to a new entry. Thus, 

businesses that have an entrepreneurial orientation are more prone to focus attention 

and effort toward emerging opportunities to grow and survive (Wiklund and Shepherd 

2003; Fatoki, 2012). Debt financing can be seen as an emerging opportunity for family 

businesses (Mukiri, 2011; Mohammed et al., 2016) since debt financing offers the 

potential to raise financial resources while maintaining family control. In this respect, 

entrepreneurial orientation should be expected to influence debt financing directly. The 

entrepreneurial orientation construct (risk-taking, innovation, proactiveness, 

competitive aggressiveness, and autonomy) presented in the article by Lumpkin and 

Dess (1996) is adopted in this study. The five entrepreneurial orientation constructs 

are discussed in the sections below. 

4.1.1 Risk-Taking 

Risk-taking is the only dimension of entrepreneurial orientation that has enjoyed 

significant coverage in family business literature. Lumpkin and Dess, (1996, p.144) 

describe risk-taking in line with the three types of strategic risks identified by Baird and 

Thomas (1985, p. 231- 232): (a) "venturing into the unknown," (b) "committing a 

relatively large portion of assets," and (c) "borrowing heavily”. Therefore, in 
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accordance with the abovementioned, risk-taking is defined as venturing into the 

unknown which sometimes holds a high level of uncertainty. There is no business that 

does not take risk however their level or extent of risk-taking is what differentiates 

entrepreneurial organisations from non-entrepreneurial organisations. Evidence from 

a study by Zahra (2005) identifies “the nature of entrepreneurial activities undertaken 

by family firms in their operations as an important source of risk-taking” (p.25). 

Additionally, the author suggests that the involvement of families in new venture 

creation and subsequent investment of their resources in those ventures are 

behaviours that indicate the risk-taking attributes of family businesses. Consequently, 

risk-taking has been identified as a clear entrepreneurial process in family businesses 

(Zahra, Hayton, and Salvato, 2004). This view is supported by Zahra (2005), who 

found that family business ownership generally promotes risk-taking. Despite the link 

between the family business and risk-taking, the general view in the literature suggests 

that non-family businesses engage in more risky ventures than family-involved 

businesses (Fama and Jensen, 1983). This is on the ground that family businesses 

are long-term oriented. This tends to reduce their propensity towards risk-taking that 

they perceive would impair the family’s investment in the business (Zahra, 2005; Naldi 

et al., 2007).  

In the Nigerian context, businesses are acknowledged as taking risks while engaging 

in entrepreneurial activities. Although, the degree of Nigerian family businesses 

engaging substantial resources for unknown ventures would be considerably lower, in 

comparison with their counterparts in other nations due to their limited access to 

external financing (Africa’s Progress Report, 2014). Besides, Nigerian family 

businesses operate in a more hostile business environment which is characterised by 

unstable and unfavourable government, policies among other factors (Gumel, 2019; 

Gumel, 2017; Oparanma, 2010). Therefore, venturing into actions that require more 

uncertainty than certainty may lead to unfavourable outcomes such as losing family 

control and ownership. These constraints faced by Nigerian family businesses might 

also limit their resources (financial and human) to very few risky ventures. This implies 

that a firm’s propensity to take a risk and hence, the relationship between risk-taking 

and debt financing, appears to vary with context. 
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4.1.2 Innovativeness 

Most of the research on innovativeness draws on Lumpkin and Dess’s (1996, p. 142) 

broad definition of innovativeness. A business’s innovativeness reflects its tendency 

to engage in and support new ideas, novelty, experimentation, and creative processes 

that may result in new products, services, or technological processes. Schumpeter’s 

famous “creative destruction” is embedded in the role of innovation in the 

entrepreneurial process (Schumpeter, 1943, p. 146). According to Schumpeter (1934) 

innovation involves introducing new products, new production method, new marketing 

style, new product concept that aims at disrupting the existing structure within an 

industry or market. It signifies the desire to set out from an existing way of doing things 

by the business to continuously identifying new practices and solutions. Lumpkin and 

Dess (2001) grouped the above categorisation by Schumpeter into product-market 

innovation and technological innovation. Technological innovation explains 

advancement in product development, engineering, and research, with an emphasis 

on specialist knowledge. While product market innovation takes place in the design, 

marketing, and sales of products. The fundamental assumption under the innovation 

construct is that it constitutes a business’s exit from known structural practices, to the 

promotion of new ideas, effective changes, and identification of new opportunities. 

Hence, a business that engages in innovative activities would in all probability improve 

its chances of business growth and subsequent profitability (Naldi et al., 2007). 

However, it is important to mention that the degree to which businesses engage in 

innovative activities may differ. Innovation in family firms may depend on business 

size, the aims of family owners, and the balance between family goals and business 

goals. Therefore, innovation may materialize significantly in Nigerian family 

businesses because of strong drive by Nigerian families for their businesses to be 

successful, able to survive and fulfil family goals such as building a reputation and 

lasting legacy for the next generation (Ogbechie and Anetor, 2015; PWC Report, 

2014). Moreover, the presence of strong family principles and commitment in Nigerian 

family businesses would prompt innovative activities that could influence the debt 

financing of such family businesses positively.  
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4.1.3 Proactiveness 

Proactiveness is described in Webster's Ninth New Collegiate Dictionary (1991, p. 

937) as "acting in anticipation of future needs, changes, or problems." As such, 

proactiveness may be crucial to an entrepreneurial orientation because it suggests a 

forward-looking perspective that is accompanied by innovative or new-venturing 

activity (Lumpkin and Dess, 1996, p.146). This represents the ability and the foresight 

of the founder and/or CEO to act in anticipation of future demands (Lumpkin and Dess, 

2001, p.433). Venkatraman (1989, p. 949) took a broad perspective by defining 

proactiveness as the processes aimed at anticipating and acting on future needs by 

"seeking new opportunities which may or may not be related to the present line of 

operations, introduction of new products and brands ahead of competition, 

strategically eliminating operations which are in the mature or declining stages of life 

cycle." This is the most utilized definition for proactiveness in the entrepreneurship 

literature. There also has been a tendency in the entrepreneurship literature to equate 

this dimension of entrepreneurial orientation (proactiveness) with competitive 

aggressiveness (Lumpkin and Dess, 2001, p.147). However, they are two separate 

concepts with distinct definitions. Proactiveness is usually characterised by the act of 

creating new products, technologies ahead of market demand. Competitive 

aggressiveness, in contrast, refers to how business relates to competitors, i.e., how 

firms respond to trends and demand that already exist in the marketplace (Lumpkin 

and Dess, 1996). There are a few measures of risks involved in being proactive. These 

are considered slightly higher than those usually associated with competition 

aggressiveness. This is because proactiveness involves taking actions to rebuild a 

dynamic environment to one’s competitive advantage. Conversely, competitive 

aggressiveness involves reacting to existing competitive trends and demands in a 

more stable and certain environment (Lumpkin and Dess, 2001). Proactiveness is 

therefore characterised by being the first responder to an anticipated gap in the 

market. Lumpkin and Dess (2001) identified two factors that might affect proactiveness 

and competitive aggressiveness. They are environment and industry life cycles.  The 

industry life cycle may affect business proactiveness in different situations. This is on 

the ground that an industry that is matured or saturated is often associated with slow 

growth, and any recorded successful entry is often done by taking over existing market 

share from a competitor (Lumpkin and Dess, 2001, p. 438). Accordingly, little or no 



64 | 337 

 

proactive decision taken by a business operating within a saturated industry will affect 

its debt financing. Conversely, a growing industry is often associated with much better 

performance because there is less competition and more market opportunities for both 

new entrants and existing businesses to survive (Lumpkin and Dess, 2001; 437). 

Thus, the ability to identify and tap into new opportunities within a growing industry will 

place a business at a better advantage than its competitors. Proactive family 

businesses demonstrate awareness of responsiveness to market signals (Hughes and 

Morgan, 2007). Accordingly, these businesses are likely to be more knowledgeable in 

regard to the acquisition of information and resources than less proactive businesses 

(Lumpkin and Dess, 1996). 

 

4.1.4 Competitive Aggressiveness 

Competitive aggressiveness is proposed as one of the basic characteristics of 

successful entrepreneurial firm activity (e.g., Covin and Slevin, 1991; Lumpkin and 

Dess, 1996: Lumpkin and Dess, 2001). This is because it drives businesses to take 

an offensive posture without letting down their guard, especially when entering a new 

market (Lumpkin and Dess, 2001, p.433). Competitive aggressiveness refers to the 

intensity of a business effort to outperform rivals within their industry (Lumpkin and 

Dess, 2001, p.433). This is achieved by, setting ambitious market share goals and 

taking bold steps to achieve them. Specific examples of competitive aggressive 

entrepreneurial actions in a highly competitive market include reducing the price of 

products and sacrificing immediate profitability for future gains (Lumpkin and Dess, 

2001; Venkatraman 1989).  Examining the effect of this dimension among ninety-four 

(94) American small businesses, Lumpkin and Dess (2001) found a significant positive 

relationship between business performance and competitive aggressive behaviours 

such as strong marketing efforts and strong cost controls among businesses in mature 

industries. These findings suggest that in more mature economies, competitive 

aggressiveness may enhance a business effort to maintain a strong position in the 

midst of intense competition due to the availability of very few opportunities. Thus, it 

might be appropriate to suggest that competitive aggressiveness, as an 

entrepreneurial construct, is required by family businesses operating within matured 

industries to stay ahead of the competition while prospecting for long-term gains. 
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However, the extent to which a family business is willing to engage in aggressive 

competition may be relative to business size and family goals. The positive 

performances reported by some studies investigating the family ownership and 

business performance relationship in large publicly traded firms (Anderson and Reeb, 

2003a) suggest that family business engages in aggressive marketing of their products 

amongst another entrepreneurial drive to ensure the survival of their business. 

Therefore, it can be argued that, in Nigeria, businesses employ more of an aggressive 

stance towards marketing their products and services in order to ensure the survival 

of their businesses, protect their businesses from adverse government policies, and 

stay ahead in competitions. 

 

4.1.5 Autonomy 

Family business owners are very passionate about their vision because it usually 

forms the motivating factor for establishing their autonomy (Schumpeter, 1934). 

Autonomy is described as the independent action taken by an individual or a group to 

bring forth an idea or vision and further carry it out to completion (Lumpkin and Dess, 

1996, p.140). In general, it is the ability of an individual or a team to set an idea (usually 

directed at creating market opportunities, new products, or new ventures) and taking 

absolute steps to ensure its completion (Lumpkin and Dess, 1996). It is an action that 

is deeply embedded in being independent, wanting to establish one’s unique capability 

or individuality (Krauss et al., 2005). In a business context, autonomy captures the 

absence of organisational constraints such as any bureaucratic process that would 

hinder the realisation of new opportunities (Lumpkin and Dess, 1996). These attributes 

of autonomy above are well represented in family business literature. Put simply, 

autonomy is important in family businesses for various reasons. Most family firms 

crave the independence of their business from external influences (Chrisman, Chua, 

and Sharma, 2003).  Additionally, the alignment of family and business goals in family 

firms (Daily and Dollinger, 1992) reduces bureaucracy in decision making, thus 

promoting entrepreneurial behaviours in family businesses.  Although, some contrary 

perspectives hold that family businesses may sacrifice important and crucial economic 

needs to protect their independence from external influences (Schulz et al., 2001), 

nevertheless, it remains one of the major goals of a family business that is positively 
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linked with their debt financing (Mukiri; 2011). In line with the above perspectives, 

autonomy in this study refers to the family business independence in decision-making 

without interference from external parties or stakeholders, such as financial 

institutions. In Nigeria, autonomy is also reflected through the informal decision-

making process that occurs within the family businesses. 

 

 

4.2 Socioemotional Wealth (SEW) 

The notion that wealth creation is the ultimate goal of family businesses fails to capture 

their uniqueness (Chrisman et al., 2005). Indeed, many scholars have posited that 

financial performance and wealth maximisation addresses the business side of family 

businesses, while noneconomic goals like exerting family influence, identification with 

the firm, binding social ties, emotional attachment, and the intention to pass the 

business to the next generation are associated with the family itself (Gómez-Mejía et 

al., 2007; Gomez-Mejia et al., 2011; Berrone et al., 2012; Gottardo and Moisello, 

2015). Hence, that is why many family businesses survive, not because they are the 

most profitable, but because they adhere to their family’s noneconomic goals. Penrose 

(2013, 2009) in her work in the theory of the growth of the firm noted that: "There are 

a considerable number of companies which have been operating successfully for 

several decades under competent and even imaginative management but have 

refrained from taking full advantage of the opportunity for expansion. Many of these 

are family businesses whose owners have been content with a comfortable profit and 

have been unwilling to exert themselves to make more money or to raise capital 

through procedures that would have reduced their control over the businesses" (p.31). 

According to Gómez-Mejía et al. (2007), family businesses are willing to risk declining 

performance in order to retain family control, denoting that the main motivation of 

owners is the preservation of family noneconomic goals. This implies that family 

businesses may survive through generations not because of their efficiency or 

profitability, but because they meet the socioemotional needs of their owners (Gomez-

Mejia et al., 2011). An emerging trend in the literature is the concept of SEW as a 

paradigm to better understand the non-economic goals of the family business 

(Gottardo and Moisello, 2015; Liang et al., 2014; Zellweger and Dehlen, 2012; Berrone 

et al., 2012; Gomez-Mejia et al., 2007). Socioemotional wealth is defined as follows:  
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“The non-financial aspects of the firm that meet the family’s affective needs, 

such as identity, the ability to exercise family influence, and the perpetuation of 

the family dynasty” (Gomez-Mejia et al., 2007 p. 106).  

Gomez-Mejia et al. (2007) proposed the overarching concept of SEW as a new 

theoretical perspective of family businesses, which has subsequently been identified 

as follows: “The SEW model suggests that family businesses are typically motivated 

by, and committed to, the preservation of their SEW, referring to nonfinancial aspects 

or affective endowments of family owners. In this formulation, gains or losses in SEW 

represent the pivotal frame of reference that family businesses use to make major 

strategic choices and policy decisions.” Berrone et al. (2012, p. 259).  

Thus, there have been calls for the inclusion of noneconomic aspects when studying 

family businesses. Findings from recent studies have shown that maintaining SEW is 

a major factor in family businesses' debt financing (Michiels and Molly, 2017), financial 

performance (Gottardo and Moisello, 2015), diversification decisions (Gomez-Mejia et 

al., 2010), environmental performance (Berrone et al., 2010), management processes, 

firm strategies, corporate governance, stakeholder relations and business ventures 

(Gomez-Mejia et al., 2011). According to Gottardo and Moisello (2015), the term 

socioemotional wealth suggests that the identity of family members is closely tied to 

the business, and the preservation of family owners SEW becomes an end in itself, 

guiding business behavior. SEW represents the accumulated non-economic benefits 

that come from the pursuance of family-centered non-economic goals (Kotlar et al., 

2013; Chua, Chrisman, and De Massis, 2015). Therefore, SEW is a stock concept as 

family businesses will pursue family-centered non-economic goals in order to preserve 

their socioemotional wealth. Just like a business pursues the economic goal of profit 

(a flow) in order to maximize the accumulation of financial wealth (a stock), a family 

business pursues family-centered non-economic goals (a flow) to accumulate SEW (a 

stock) (Chua et al., 2015, p.174). Zellweger and Dehlen (2012) use the affect infusion 

model from cognitive psychology to suggest how socioemotional wealth is formulated. 

They propose that the personal influence of corporate ownership causes a perceived 

value of the business that is greater than the market value, and the cause of these 

severe connections is SEW. For example, consider a founder/owner of a business 

whose daughter works in the business, and selling the business would result in a loss 

of employment for the daughter. The model proposed by Zellweger and Dehlen (2012) 



68 | 337 

 

suggests that the value of the business to the founder will be greater than the market 

value, given that the founder places value on the daughter’s employment with the 

business. 

Scholars have argued that family businesses are willing to scarify economic gains for 

the sake of their SEW (Gottardo and Moisello, 2015; Gottardo and Maria Moisello, 

2014; Gómez-Mejia et al., 2007). Gómez-Mejía et al. (2010) found that family 

businesses tend to diversify less even if this means having a greater risk, arguing that 

these companies diversify less to avoid appointing non-family members to business 

units when that will reduce the family influence. However, a more finely grained view 

suggests that family businesses tend to consider both the SEW endowment and 

financial wealth (Gómez-Mejía et al., 2018, p. 5), given the typical trade-off relationship 

between SEW and financial wealth (Gómez-Mejía et al., 2018). Moreover, a minimum 

level of financial resources is needed for business survival while the alternative entails 

the total loss of the firm’s SEW (Gómez-Mejía et al., 2018). Therefore, family 

businesses deeply concerned with preserving their SEW endowment will seek to 

minimize the damage to debt financing. Thus, higher levels of SEW could motivate a 

family to mitigate potential downsides (Jiang et al., 2018). Such a motivational focus 

would likely lead a family firm to focus on higher-quality entrepreneurial orientation 

strategies and better opportunities. 

Accordingly, this study used the five Berrone et al. (2012) FIBER conceptualizations 

of SEW. Berrone et al. (2012) conceptualized the idea of socioemotional wealth by 

developing five separate constructs (FIBER): family control and influence, 

Identification of family members with the firm, binding social ties, emotional attachment 

of family members, and renewal of family bonds through dynastic succession, the 

preservation of SEW implies the pursuit of these five constructs. Cennamo et al. 

(2012) used the FIBER dimensions to argue that SEW leads family businesses to 

adopt a policy of proactive stakeholder engagement. However, Kellermanns, 

Eddleston, and Zellweger (2012b) argued that SEW can also encourage self-serving 

behaviour, making some family businesses put the family needs above those of 

stakeholders. Furthermore, while all FIBER dimensions are assumed to have positive 

valence (Berrone et al., 2012), Kellermanns et al. (2012b) argued that some of these 

dimensions could be also associated with negative valence. Thus, the SEW seems to 

have both positive and negative impacts on family businesses. Based on these 
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studies, the current study believes that SEW will play a role in the relationship between 

entrepreneurial orientation and debt financing of family businesses. The influence of 

the five SEW dimensions may differ depending on the family that owns the business, 

with some family businesses placing "a greater value on the sense of trans-

generational and dynasty vision, while others might emphasise the protection of the 

family identification with the business as their key priority" (Cennamo et al., 2012, p. 

1159). Therefore, SEW will vary among family businesses, with some families 

displaying high levels of SEW and others exhibiting low levels, capturing the 

heterogeneity found among family businesses. The five FIBER dimensions can be 

expected to have a noticeable impact on the relationship between entrepreneurial 

orientation and debt financing of family businesses. SEW in this study comprised of 

the five FIBER dimensions, which are discussed next. 

 

Family control and influence 

The first dimension refers to the control and influence of family members. The literature 

on family business states that family control and influence are highly desired by family 

members (e.g., Berrone et al., 2012; Chrisman et al., 2012; Zellweger et al., 2012). 

Thus, one key characteristic that distinguishes family businesses is that family 

members exert control over strategic decisions (Chua et al., 1999; Schulze, Lubatkin, 

and Dino, 2003). The power to control can be exerted directly by the founder or by a 

dominant family coalition as part of the management or supervisory board, or more 

subtly by, for instance, appointing the top management team (TMT) members. The 

ability of family members to exercise authority can emanate from a strong ownership 

position, from an ascribed status, or personal charisma (Berrone et al., 2012).  Berrone 

et al. (2012) define family control and family influence together as one dimension of 

SEW. However, Zellweger et al. (2013) argue that the influence of owning families 

may vary among family businesses with similar ownership and control characteristics. 

Owning families can execute control through the power of ownership, while the 

influence of owning families depends on the interaction between family members and 

non-family members. In terms of influence on entrepreneurial orientation-debt 

financing nexus, owning families can achieve their influence on the relationship 

through family members’ direct interaction with management team members, and/or 

through the interaction of TMT members who share similar cultural values of owning 



70 | 337 

 

families. Studies have shown that family businesses are capable of mobilising family-

centric social capital to improve firm access to debt financing for new ventures (Chua 

et al., 2011). Social capital represents the trust, obligations, and commitments 

resulting from personal relationships developed both inside and outside the business 

(Carr et al., 2011). As identified by Berrone et al., (2012), It is not uncommon to see 

family owners assuming multiple roles in the business as a way of exerting formal and 

informal control. It has been shown that control and influence are highly desired by 

family members and an integral part of SEW (Zellweger et al., 2012). This implies that, 

in order to achieve the goal of preserving SEW, the family members require continued 

control of the business. Therefore, regardless of financial considerations, family 

businesses are more likely to perpetuate owners’ direct or indirect control and 

influence over the business's affairs (Gomez-Mejia et al., 2007). 

 

Identification of family members with the business 

Identification of family members with the firm constitutes SEW’s second dimension. 

This dimension addresses the close identification of the family with the firm. A number 

of family business scholars have argued that the intermeshing of family and business 

gives rise to an inherently unique identity within family firms (e.g., Berrone et al., 2012; 

Berrone et al., 2010; Dyer and Whetten, 2006). The identity of family members is 

inextricably tied to the business in a family business that usually carries the family 

name (Arregle et al., 2007; Berrone et al., 2012), possibly because of this desire to 

preserve the family image. These types of businesses are often found to have a better 

environmental performance than non-family businesses (Delmas and Gergaud, 2014; 

Berrone et al., 2010, p. 82).  As a result, both internal and external stakeholders regard 

the firm as an extension of the family itself. Internally, this is likely to have a significant 

impact on the attitudes not only toward employees, for instance, but toward other 

internal processes and on the quality of the services and products they provide 

(Berrone et al., 2012; Carrigan and Buckley, 2008; Teal, Upton, and Seaman, 2003). 

Externally, this makes family members extremely concerned about the external image 

they project to their suppliers, customers, and other external stakeholders (Berrone et 

al., 2012; Micelotta and Raynard, 2011). Due to the heightened identification, family 

members are motivated to pursue a favourable business reputation (Berrone et al, 
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2010; Deephouse and Jaskiewicz, 2012). To achieve enhanced reputation, status, 

and social capital, family members may intensify the control of the family business 

(Deephouse and Jaskiewicz, 2012). Consistent empirical evidence has shown that 

because of the strong identification with the firm’s name and because public 

condemnation could be emotionally devastating for family members (Westhead et al., 

2001), family businesses exhibit higher levels of corporate social responsibility and 

community citizenship (Berrone et al., 2012; Berrone et al., 2010; Dyer and Whetten, 

2006; Craig and Dibrell, 2006) and take particular care to perpetuate a positive family 

image and reputation (Sharma and Manikutty, 2005; Westhead et al., 2001). Davis, 

Pitts, and Cormier (2000, p.217) contend that “business is viewed as a way to enhance 

a family’s social standing". Identification with the business and reputation will, 

therefore, tend to inspire family members to intensify the influence of entrepreneurial 

orientation on the business financial resources (Zellweger and Nason, 2008; Anderson 

and Reeb, 2003).  As identified by Zahra (2005), alignment of interest between the 

firm and the family should encourage the exploration of innovative ideas that 

stimulates growth and improves financial resources. On the contrary, it is possible to 

contend that the significance of protecting their reputation might discourage family 

businesses from engaging in risky projects out of fear of loss, and as a consequence 

be less entrepreneurial. However, evidence, suggests that family members would 

generally be motivated to engage in entrepreneurial behaviour to enhance the social 

status of the business and debt financing as well as improve its performance (Mukiri, 

2011; Zahra, 2005). 

 

Binding social ties  

The third dimension refers to family firms’ social relationships. A recent study by Cruz 

et al., (2012), provides evidence that SEW leads to advantages that are usually 

associated with closed networks, namely collective social capital, and relational trust. 

Other members might enjoy feelings of being close to each other and might benefit 

from solidarity among the group (Berrone et al., 2012). According to Miller (2009), the 

reciprocal bonds observed within a family business are not exclusively between family 

members but are likely to be extended to a diverse range of constituencies. For 

example, family businesses often have traditional vendors and suppliers, who may be 

viewed as, or might actually be, members of the family (Berrone et al., 2012; Uhlaner, 
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2006). As noted by Miller and Le Breton-Miller (2005) and highlighted by Berrone et 

al. (2012), the family firms’ sense of belonging, self, and identity are often shared by 

non-family employees, promoting a sense of stability and commitment to the firm. This, 

in turn, translates into strong social ties between the family business and the 

community (Berrone et al., 2012; Miller and Le Breton-Miller, 2005). According to 

Brickson (2005, 2007), given these reciprocal bonds in family businesses, one would 

expect these businesses to pursue the welfare of those who surround them, even if 

there were no obvious transactional economic gains in doing so. Berrone et al. (2010) 

contended that family businesses are deeply embedded in their communities and often 

sponsor associations and activities that are valued in the community. Family 

businesses might do this for altruistic reasons and/or for the benefit of recognition for 

generous actions (Schulze et al., 2003). 

According to Eddleston, Kellermanns, and Sarathy (2008, p.42), "the financing of 

family firms cannot be fully understood without taking into account the psychodynamic 

effects of family relationships". Lin (2008) suggests three form conceptual layers of 

social relations: binding, bonding, and belongingness. Binding social ties are those 

ties that are intimate and reciprocal (for example kin), bonding social ties are those 

that share a particular interest (for example social network), while the sense of 

belongingness is concerned with a shared identity (for instance religion). Kinship ties, 

which are a distinctive attribute of family businesses, are argued to have a positive 

impact on the business entrepreneurial activities (Aldrich and Cliff, 2003) and can 

encourage employees to trust one another, share sensitive information and innovative 

ideas, thereby leading to corporate entrepreneurship" (Eddleston, et al., 2012). 

Moreover, the strong ties between family members influence the activities of these 

businesses, for example, how entrepreneurial opportunities are identified (Jack, 2005) 

and the accumulation of resources required for entrepreneurial activities (Khayesi, 

George, and Antonakis, 2014). Nevertheless, family business social ties extend 

beyond family members to non-family employees, suppliers, customers, other 

business and society in general (bonding ties). Hence, according to Cennamo et al., 

(2012) family businesses are expected to "develop trust-based relationships with 

partners and suppliers in order to obtain insights for developing better products and to 

gain product acceptance" (p. 1161).  In reality, family businesses are said to have 

model relationships with other businesses as an approach to ensure their long-term 
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reputation (Le Breton-Miller and Miller, 2011). A number of family businesses are also 

known to be dynamic in a philanthropic role and in exercising their social responsibility 

(Cruz et al., 2014; Berrone et al., 2010), since "family businesses exhibit an innate 

incentive to satisfy the demands of multiple stakeholders" (Zellweger and Nason, 

2008, p. 212). Davis, Pitts, and Cormier (2000) also identified that social role is known 

to be extremely prevalent in family businesses.  Moreover, social capital embedded in 

these binding and bonding ties has been identified to have an impact on 

entrepreneurship (Davidsson and Honig, 2003, p.301). Social capital is a unique 

attribute of the family business, influencing the relationship between entrepreneurial 

orientation and financial resources (Sorenson, Goodpaster, Hedberg, and Yu, 2009; 

Sirmon and Hitt, 2003).  

 

According to Arregle et al. (2007), there are two recognised and inseparably linked 

forms of social capital in the family business, that of the family and the social capital 

of the business itself. The business social capital is expected to be greatly influenced 

by the social capital of the family (Anderson, Jack, and Dodd, 2005). Both the business 

social capital (Zahra, 2010) and the family social capital (Chang et al., 2009) are found 

to have a positive impact on entrepreneurship and venture creation in family 

businesses, while family social capital can, in addition, contribute to the development 

of competitive advantage for the business (Arregle et al., 2007; Carney, 2005). 

However, strong family ties may possibly lead to issues of nepotism, resulting in 

employing unqualified family members over professionals and thereby affecting the 

entrepreneurial orientation of the business (Bertrand and Schoar, 2006). Moreover, it 

has been identified that a high percentage of kin in the network has a negative 

relationship with the probability of starting a new business (Renzulli, Aldrich, and 

Moody, 2000). In addition, Altruistic family relationships have also been contended to 

cause a number of children to free-ride and depend on their parents (Schulze, 

Lubatkin, and Dino, 2003). However, according to Eddleston et al., (2008), reciprocal 

altruism (a concept indicating a strong sense of identification and high-value 

commitment towards the firm) can be a potential source of competitive advantage for 

the family business, reducing relationship conflict and improving business 

entrepreneurial orientation (Eddleston and Kellermanns, 2007).  Furthermore, family 

member employees are found to "perceive significantly higher value commitment, 

trust, and stewardship perceptions and lower agency perceptions in family firm 
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leadership than non-family members, suggesting that blood is indeed thicker than 

water" (Davis, Allen, and Hayes, 2010, p.1093). Additionally, family businesses are 

expected to be capable of effectively utilizing the human and social capital of the family 

to develop and serve other family members (Arregle et al., 2007).  

 

Emotional attachment of family members  

The fourth dimension deals with the affective content of SEW and refers to the role of 

emotions in the family business context (Berrone et al., 2012). Although emotions are 

an integral and inseparable part of everyday organizational work (Berrone et al., 2012), 

however, in organizations where family relationships dominate, there is a long history 

and knowledge of shared experiences and past events that converge to influence and 

shape current activities, events, and relationships. A number of researchers identified 

that emotions are a unique attribute of family businesses (Berrone et al., 2012; 

Zellweger and Astrachan, 2008; Astrachan and Jaskiewicz, 2008), resulting from the 

unclear boundaries between the family and the business (Berrone et al., 2010). 

Because the boundaries between family and business are rather blurred in family firms 

(Berrone et al., 2010), emotions permeate the business, influencing the family firm's 

decision-making process (Baron, 2008). Put simply, emotional attachment refers to 

the psychological appropriation of the firm by the family in order to maintain a positive 

self-concept (Berrone et al., 2012). Due to the type of social links that family members 

have within and outside their businesses, companies become the place where the 

needs for belonging, affect, and intimacy is satisfied (Berrone et al., 2012).  

According to De Vries and Carlock (2010), families are social groups that share a 

range of emotions because of their history and shared memories. Though long 

neglected within entrepreneurship research, emotions may assume a critical role in 

shaping entrepreneurial behaviour (Goss, 2008), thereby, having a significant impact 

on decision making, individual behavior, and entrepreneurial orientation (Astrachan 

and Jaskiewicz, 2008). Baron (2008, p.328) argued that “affect—feelings and emotion” 

are most likely to enhance creativity and opportunity recognition in risky environments. 

Similarly, Foo, Uy, and Baron (2009, p. 1091) revealed that “affect” plays a significant 

role in the process of new venture creation. Although, negative emotions related with 

social conditions, for example, shame, can be an obstacle to entrepreneurship (Doern 
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and Goss, 2013). According to Kellermanns, Eddleston, and Zellweger, (2012, p.1176) 

"emotional attachment has been known to incite struggles for control among family 

branches and between potential successors". In general, emotions are expected to 

have an impact on the influence of entrepreneurial orientation on debt financing in 

family businesses. According to Berrone et al. (2012), the family’s emotional 

attachment to the firm can facilitate self-continuity by connecting a person with a 

desirable past self, a present self, or a future self. Besides, the business is part of the 

family legacy, and a potential loss would mean a highly emotional situation for most 

owners (Sharma and Manikuti, 2005; Shepherd et al., 2009; Berrone et al., 2012). 

 

Renewal of family bonds to the firm through dynastic succession.  

The fifth and last dimension of SEW refers to the intention of passing the business 

down to future generations. Indeed, Zellweger et al., (2012) and Zellweger and 

Astrachan (2008), identified this transgenerational sustainability as one of the central 

aspects of SEW. This sense of dynasty has important implications for the time 

horizons in the decision-making process in the family business (Berrone et al., 2012). 

From the perspective of the owning family, the family business symbolizes the family’s 

heritage and tradition and does not consider the firm an asset that can be easily sold 

(Berrone et al., 2012; Casson, 1999; Tagiuri and Davis, 1992). As a result, family 

members view the business as a long-term family investment to be bequeathed to 

descendants (Berrone et al., 2010). Evidence shows that preserving the business for 

future generations is commonly regarded as a key goal for family businesses 

(Zellweger et al., 2012; Kets de Vries, 1993) and that many family businesses exhibit 

longer-term planning horizons (Berrone et al., 2012; Miller et al., 2008; Sirmon and 

Hitt, 2003). Although, the transfer of leadership is a challenge for all firms, but 

particularly for family businesses (Le Breton–Miller, Miller, and Steier, 2004). Studies 

have shown that the survival rate of family businesses beyond the third generation is 

extremely low (Wang et al., 2004; Poutziouris and Wang, 2004; Poutziouris, 2001). In 

Nigeria, about 95% of family businesses do not survive the third generation of 

ownership (Ogbechie and Anetor, 2015). A solution to this challenge is the idea of 

trans-generational entrepreneurship examined by Habbershon, Nordqvist, and 

Zellweger (2010). Trans-generational entrepreneurship focuses on developing 

entrepreneurial mindsets and family resources in order to create entrepreneurial, 
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financial, and social value across generations.  Family businesses are distinguished 

by long-term oriented strategic decisions (Kellermanns et al., 2008; Miller, Le Breton‐

Miller, and Scholnick, 2008; Le Breton–Miller et al., 2004; Anderson and Reeb 2003; 

Miller and Le Breton-Miller, 2005). According to Miller et al., (2008), family business 

owners care deeply about the long-term prospects of the business, in large part 

because their family’s fortune, reputation, and future are at stake. The intention to 

transfer the business to the next generations has been widely well-known as being an 

important goal in a family business, representing their long-term orientation (Zellweger 

et al., 2012).  Long-term orientation and entrepreneurship have been shown to have 

a positive relationship (Eddleston, Kellermanns, and Zellweger, 2012). According to 

Lumpkin, Brigham, and Moss (2010), family businesses with a long-term perspective 

will display more entrepreneurial orientation dimensions since behaviours in these 

dimensions often require a longer time horizon to bear fruit.  Miller and Le Breton-

Miller (2005) contend that the longevity of a family business can be expected to 

enhance product innovation, new market persuasion, and R&D. Besides, family 

businesses will tend to pursue opportunities that might have been abandoned by their 

more short-term oriented counterparts, because of the fact that their long-term 

orientation better enables them to postpone gains (Zellweger, 2007). Also, family 

businesses with a trans-generational intention have been found to adopt innovative 

environmental practices. However, despite the potential adverse consequences linked 

with long term orientation, for example, a dispute over succession and management 

entrenchment (Berrone et al., 2012), "investment in long-term projects and capabilities 

will be particularly strong where family owners intend to involve future generations of 

their family in the business" (Le Breton-Miller and Miller, 2006, p.734). As a result, the 

intergenerational vision of the family business is expected to enhance 

entrepreneurship by enabling the use of resources needed for innovation and risk-

taking (Zahra, Hayton, and Salvato, 2004). Accordingly, this research examines the 

role of the five dimensions of SEW proposed by Berrone et al., (2012) as a possible 

moderator on the relationships between the five entrepreneurial orientation 

dimensions and debt financing of family businesses. Discussed next is family business 

debt financing. 
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4.3 Family Business Debt Financing 

Debt financing of the family business is important because the availability of financial 

resources is one of the main determinants of the long-term survival of family firms 

(Chua et al., 2011; Romano et al., 2001). Specifically, small family businesses find it 

difficult to obtain financial resources (e.g., Coleman and Carsky, 1999; Harvey and 

Evans, 1995; Chua et al., 2011). The availability of bank loans which traditionally were 

the main source of capital for many family businesses has reduced since the period of 

financial crisis starting in 2008 (Ivashina and Scharfstein, 2010; Romano et al.2001). 

The link between the availability of financial resources and family business survival is 

important given that only 30% of family firms survive past the first generation and only 

10% to 15% of the family businesses survive past the third generation (Davis and 

Harveston, 1998, p.31; Handler, 1990, Poutziouris, 2001; Wang and Ahmed, 2009). 

Debt financing is a potential solution to the financing difficulties of many family firms 

(Chua et al., 2011). Compared to equity financing and other forms of financing, debt 

financing lowers the probability of leaking value-creating intellectual property to 

competition (Townsend, 1979), does not require giving up ownership control (Ueda, 

2004; Romano et al., 2001), and can be less costly, after-tax (Chua et al., 2011; 

Graham, 2000).  

Damodaran (2010, p.329) describe debt financing as any financing vehicle that is a 

contractual claim on the firm (and not a function of its operating performance), creates 

a tax-deductible interest payment, has a fixed life, and has priority claims on cash 

flows in both the operating and bankruptcy periods. Bankruptcy occurs when the total 

liabilities of a firm exceed its total assets. The priority claim of debt implies that debt 

must be serviced (principal and interests paid) irrespective of whether the firm makes 

a profit or not. The duration of debt is determined at inception, and if a business 

becomes insolvent and its assets are sold, the debt holder will be paid before the 

equity owners are paid (Gitman, Juchau, and Flanagan, 2015). It is noted that the 

capital structure decision between equity and debt is different for family businesses 

than for other firms. Besides, since family businesses are usually owner-managed, the 

entrepreneurs often have strong incentives to source external debt rather than external 

equity to retain full ownership and control of their businesses. Contrary to common 

perception, commercial banks are not the only source of debt financing for family 

businesses, Figure 4.3 depicts the multiplicity of options and players in the provision 
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of debt financing to family businesses (though not exhaustive). Previous studies have 

shown family business financing is inclined to follow a ‘pecking order’ of choices, from 

which they prefer to use debt financing to equity financing because of fear of loss of 

control (Romano et al., 2001; Blanco-Mazagatos, de Quevedo-Puente, and Castrillo, 

2007). Family businesses are a crucial part of our economy, their survival depends 

(among other factors) on the availability of financial resources, and debt financing 

offers the potential to raise financial resources while maintaining family control. A 

better understanding of family business debt financing might convince more family 

firms to consider debt financing. In this context, it is important to understand the factors 

that influence the debt financing of the family business. 

Figure 4.1: Sources of debt financing for the Family Business 

Source: Falkena et al. (2001) 

According to Falkena et al. (2001), the commercial loan, or corporate loan, is typically 

the most common form of business debt financing and includes the following: (1) term 

loans; (2) operating loans or lines of credit used to finance day-to-day activities and 

held for shorter periods; (3) sales financing and conditional sales contracts; and (4) 

letters of credit (loans used for international trade financing). While lease contracts 

commonly encompass two types: (i) the operating lease and ii) the finance or capital 

lease (Falkena et al. (2001). Operating leases run for a shorter term, often less than 

the duration of the acquired asset's life. In contrast, the finance or capital lease is a 

long-term instrument that is used for larger value items and whose duration generally 

FBs debt

Individual 
finance

Owner's debt Bank

Relatives etc

Commercial 
Finance

Trade creditors
Possibility of 

refinancing through 
banks

Institutional 
finance

Direct Capital markets

Intermediated

Banks

Non-Bank 
Financial 

Institutions(NBFI)

Possibility of 
financing 

through bank

Others



79 | 337 

 

matches the life of the acquired asset. An Individual's debt represents debt funding 

from the principal owner in addition to his/her equity interest. Finally, family businesses 

funding is also provided by loans from other individuals, that is, from family and friends 

or other insiders (Gumel, 2017; Falkena et al., 2001). 

Banks, finance companies, and other financial institutions provide most of the external 

debt financing to family businesses (Gumel, 2017; Gbandi and Amissah, 2014). 

Financial institutions specialize in screening, contracting, and monitoring methods to 

address information and incentive problems. Many family businesses without financial 

institution debt would qualify for loans or leases, but choose not to borrow (Levenson 

and Willard, 2000). Most family firms that borrow tend to specialize their borrowing at 

a single financial institution, with only some few having loans from two or more 

institutions. For example, in a study on bank lending relationships, Farinha and Santos 

(2000) found that family firms are less likely to switch from single to multiple banking 

providers and that the probability of switching increases with age. In 86.95% of cases 

surveyed, family businesses identify commercial banks as their "primary" financial 

institution, since banks dominate other institutions in providing transactions/deposit 

services, and also provide most of the loans to the small businesses that receive 

financial institutions credit (Berger et al. 1998). Family businesses have long relied 

heavily on banks for credit. Brewer et al. (1997) found that the family firms in their 

sample are more "loan-dependent" than other forms of firms, which rely more heavily 

on equity finance. Cole et al. (1996) identified that in 1993 about 60% of credit 

extended to family businesses came from banks confirming the widely held view that 

banks have remained the primary source of credit for family businesses. Thus, 

Commercial banks are the most dominant source of debt financing for family 

businesses (Coleman and Cohn, 2000; Scherr et al., 1993; Petersen and Rajan, 1994; 

Cole and Wolken, 1995).  Commercial banks offer family businesses a wide range of 

services in their own right or through wholly or partially owned subsidiaries. These 

services cover every aspect of the financial market such as overdraft facilities, term 

loans, trade bill financing, factoring, leasing, export, and import finance, and even 

government loan guarantee schemes. Commercial banks are in a better position to 

gather information on family businesses through established relationships, which they 

and their staff have with family businesses and their owners. Besides, commercial 

banks have extensive branch networks that can be accessed by family businesses 
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even in remote locations. Moreover, the financial conditions of family businesses are 

usually rather opaque to investors, and the costs of issuing securities directly to the 

public are prohibitive for most family businesses Thus, without financial intermediaries 

like banks it would simply be too costly for most investors to learn the information 

needed to provide the credit, and too costly for the small family firms to issue the credit 

itself. Banks, performing the usual functions of financial intermediaries, solve these 

problems by producing information about borrowers and monitoring them over time, 

by setting loan contract terms to improve borrower incentives, by renegotiating the 

terms if and when the borrower is in financial difficulty. Feakins (2005) identify 

overdrafts and term loans as the two major products offered by commercial banks to 

family businesses. Overdrafts are the most common type of short-term finance 

whereby a family business is allowed by a bank to run a current account into deficit up 

to an agreed limit. Overdrafts are flexible given that the borrower uses the facility only 

when the need arises and, as a result, does not borrow redundant funds. Deposits can 

create a positive balance, again. The overdraft is beneficial to a business in meeting 

temporary financial needs. It is, normally, granted to finance transactions that will 

generate cash flows. Interest is calculated only on the overdrawn daily balances, and 

not on the debt limit. The facility is, normally, repaid as cash flows back into the firm. 

Overdrafts are technically repayable on demand and, therefore, must be matched with 

short-term working capital needs and not long-term fixed asset investment in plant and 

machinery. On the other hand, term loans could be short-term, medium-term, or long-

term and could cover periods between one and twenty years. They are generally used 

to purchase fixed assets or to extend productive capacity. However, term loans are 

relatively more expensive, because apart from the higher interest rates relative to 

overdrafts, they, most of the time, involve other expenses such as legal fees on the 

perfection of security. Interest rates on term loans can either be variable or fixed. A 

variable-rate varies with market forces and can work for or against a business, 

depending on interest rate movements. While a fixed rate is one in which the interest 

rate is known in advance for the lifetime of the loan. A fixed rate can be favourable or 

unfavourable for a family business, depending on the movements of the interest rate.  

In most literature, family businesses, particularly new ventures, often do not fulfill the 

criteria to obtain the required amount of debt financing for longer-term growth. Typical 

problems are the lack of appropriate collateral, capacity to meet all financial 
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obligations, and lack of proven business skills. Also, it was assumed that 

entrepreneurial orientation is an important determinant of obtaining debt financing from 

banks. For example, Mohammed et al., (2016) examined 250 businesses and found 

that entrepreneurial skills enhance access to debt financing for family businesses. 

Thus, it is argued that businesses that have an entrepreneurial orientation are more 

prone to focus attention and effort toward emerging opportunities (Wiklund and 

Shepherd 2003). Debt financing can be seen as an emerging opportunity for family 

businesses. It has been argued that debt financing is an important external financial 

source used by family firms in order to avoid dilution of ownership (e.g., Romano et 

al., 2001; Gumel, 2017; Olaore, 2015). However, previous studies have tended to lack 

a solid theoretical base for the investigation of the factors that influence debt financing 

in family firms. This study, therefore, combined two theoretical perspectives (RBV and 

behavioral agency theory) to investigate the impact that SEW could have on the 

relationship between entrepreneurial orientation and debt financing of family 

businesses.  

4.4 Conclusion 

This chapter provided an extensive review of the relevant academic literature 

surrounding the research aims of this study. Firstly, an overview was provided on the 

literature surrounding entrepreneurial orientation. This chapter has discussed one of 

the salient concepts within entrepreneurship literature, i.e., entrepreneurial orientation. 

It presented recent developments in the entrepreneurial orientation concept. Each of 

the dimensions of entrepreneurial orientation, namely risk-taking, innovativeness, 

proactiveness, autonomy, and competitive aggressiveness were discussed. The 

discussion on entrepreneurial orientation was followed through with the discussion on 

SEW. In this section, the various dimensions of the SEW, namely family control and 

influence, identification of family members with the business, binding social ties, 

emotional attachment of family members, and renewal of family bonds to the firm 

through dynastic succession were discussed. A discussion on family business debt 

financing was next presented. The next chapter proposes a conceptual model and 

develops hypotheses for examining if SEW has a role in the influence of dimensions 

of entrepreneurial orientation (Lumpkin and Dess, 1996; Miller, 1983) on debt 

financing. 
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CHAPTER 5: CONCEPTUAL MODEL AND HYPOTHESES DEVELOPMENT 

 

5.0 Introduction  

The preceding chapter reviews the literature on entrepreneurial orientation, SEW, and 

debt financing. Clearly, existing literature has mixed conclusions (Wu, Chua, and 

Chrisman, 2007; Avlonitis and Salavou, 2007; Croci, Doukas, and Gonenc, 2011; Buli, 

2017; Michiels and Molly, 2017; Molly et al., 2018). some studies report positive 

impacts while others show negative results. The literature also indicates a lack of 

integrated conceptual models for examining the antecedents of debt financing 

(Hernández-Linares, and López-Fernández, 2018; Koropp et al., 2014; Miller, 2011; 

Wu, Hedges, and Zhang, 2007). In this context, this chapter proposes a conceptual 

model and puts forward hypotheses regarding the impact of SEW on the relationship 

between entrepreneurial orientation and debt financing. Specifically, this chapter 

includes a synthesis of the theoretical background to the proposed conceptual model 

(5.1) ; entrepreneurial orientations’ influence on debt financing (5.2) ; the moderating 

role of SEW (5.3). 

5.1 Theoretical Background to the Conceptual Model  

An established body of studies suggests that debt financing is an important source of 

capital for family firms in most countries (Chua et al., 2011; Mukiri, 2011; Cassar, 2004; 

Romano et al., 2001; Bates, 1997) and critical to their success (Holtz-Eakin, Joulfaian, 

and Rosen, 1994; Evans and Jovanovic, 1989).  Debt financing is a potential solution 

to the financing difficulties of many family firms (Chua et al., 2011; Mohammed et al., 

2016). Compared to equity financing and other forms of financing, debt financing 

lowers the probability of leaking value-creating intellectual property to competition 

(Townsend, 1979), does not require giving up ownership control (Ueda, 2004; Romano 

et al., 2001), and can be less costly, after-tax (Chua et al., 2011; Graham, 2000). The 

literature shows that firms using debt in their capital structure are more likely to survive 

and grows faster (Cole and Sokolyk, 2018; Coleman and Cohn, 2000; Chua et al., 

2011). The Global Entrepreneurship Monitor (GEM) indicates that debt financing is an 

important measure of potential entrepreneurship of society and the most common 

source of external finance for many family firms and entrepreneurs (Ho and Wong, 

2007; Kelley, Singer, and Herrington, 2012). Thus, understanding debt financing 
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determinants becomes important for understanding financing behaviour in family firms 

(Koropp et al., 2013; Molly et al., 2018; Michiels and Molly, 2017). A number of 

conceptual models explaining antecedents of debt financing in family businesses 

(Romano et al., 2001; Mukiri, 2011; Chua et al., 2011; Cruz and Nordqvist, 2012; 

Nordqvist et al., 2015; Wu, Hedges, and Zhang, 2007; Matthews et al., 1994) are 

primarily based on RBV (Barney, 1991) and behavioral agency model (Wiseman and 

Gomez-Mejia, 1998). The RBV suggests that human capital is a most valuable and 

inimitable resource and thus family human capital is most likely to be a source of 

sustained competitive advantage for firms (Dawson, 2012). The behavioral agency 

perspective maintains that family owners pursue both financial interests and non-

economic goals that create socio-emotional wealth (Gomez-Mejia et al., 2007). The 

family has affective needs, such as identity, the need for control, and the perpetuation 

of the family dynasty, which can bring unique and value-added skills to the firm and 

impact the relationship between entrepreneurial orientation and debt financing (Patel 

and Chrisman, 2013; Gomez Mejia et al.,2007; Miller et al., 2008). A family’s identity 

and commitment are a goodwill gesture that is recognized by all member of a family 

firm. Therefore, long-term relationships based on trustworthiness and loyalty are 

established (Chu, 2009; Miller et al., 2008). The family also has strong incentives to 

facilitate communication, make the decision process less bureaucratic and add 

valuable skills to the company (Chrisman et al., 2012; Croci et al., 2011; Barontini and 

Caprio, 2006). These aspects can enhance the entrepreneurial orientation-debt 

financing nexus.  

According to these theories, debt financing in a family firm can be parsimoniously 

regarded as a function of behavioral factors (e.g., owners’ needs to be in control) 

(Romano et al., 2001; Koropp et al., 2014; Michiels and Molly, 2017). Behavioral 

factors reflect the subjective probability that owners’ behaviour with internal and 

external factors, will influence debt financing in family firms (Koropp et al., 2013).  

Research has consistently found behavioural factors to be highly significant in 

influencing debt financing in family firms (e.g., Armitage and Conner, 2001; Romano 

et al., 2001). However, extant literature raises critical questions concerning the 

adequacy of the basic debt financing model. Specifically, scholars indicate that there 

is little knowledge about behavioral aspects of business financing, for example, 

business objectives (López-Gracia and Sánchez-Andújar, 2007; Blanco-Mazagatos, 
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de Quevedo-Puente, and Castrillo, 2007; Michaelas, Chittenden, and Poutziouris, 

1998). In attempts to decipher the antecedents of debt financing, previous research 

has provided two, mostly, separate strands of explanations. Firstly, the individual-

focused strand holds that financial attitude, financial knowledge, risk propensity, prior 

experience with lenders, and the family’s need for family control are more likely to 

influence debt financing (Koropp et al., 2013; López-Gracia and Sánchez-Andújar, 

2007; Gallo, Tàpies, and Cappuyns, 2004; Michaelas et al., 1998; Matthews et al., 

1994). Secondly, the environment-focused strand hold that factors in the external 

environment (e.g., financial and market conditions) influence debt financing (Koropp, 

Grichnik, and Kellermanns, 2013; Romano et al., 2001; Matthews et al., 1994). As a 

consequence, scholars call for studies to examine how factors at the individual and 

external environmental levels jointly shape debt financing in family firms (Koropp et 

al., 2014; Blanco-Mazagatos et al., 2007; Gallo et al., 2004; Romano et al., 2001). 

Cross-sectional research may address inconsistent findings on determinants of debt 

financing since it may, ultimately, be determined by context and other moderations 

(Hernández-Linares and López-Fernández, 2018; Kellermanns and Eddleston, 2006; 

Heyman, Deloof, and Ooghe, 2008). In addition, the influence of entrepreneurial 

orientation dimensions developed and validated in developed countries has not been 

applied in developing countries (e.g., Casillas and Moreno, 2010; Schepers et al., 

2014; Kallmuenzer et al., 2018). Consequently, it is vital to explore whether the 

findings generated in the developed economies can be replicated in the developing 

context. 

This study aims to examine the effect of SEW on the relationships between 

entrepreneurial orientation and debt financing. This proposition is based on two 

reasons. Firstly, based on reviews of extant literature, scholars indicate the need to 

investigate whether and how SEW might influence family business debt financing 

(Hernández-Linares and López-Fernández, 2018; Michiels and Molly, 2017; Koropp 

et al., 2014; Molly, Laveren, and Jorissen, 2012). It would be enlightening to study 

SEW and its interaction with dimensions of entrepreneurial orientation. Secondly, debt 

financing is incorporated in many studies even when research coverage has not been 

extended to SEW (Michiels and Molly, 2017). For instance, Chua et al., (2011) 

establish that individual factors are positively associated with new venture debt 

financing. Additionally, Matthews et al. (1994) established that the individual factors, 
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as well as the influence of owner/manager characteristics, could influence debt 

financing. They argue that in cases where the owner/manager pledges personal 

assets as security when they borrow from banks, their risk-taking propensity strongly 

influences the amount of debt the business is willing to take on. Risk-taking propensity 

might be expected to have an even greater impact on the financing choices of family 

businesses in emerging economies due to the weak institutional environment present 

in these countries. Therefore, it would be worthwhile to go a step further to explore the 

role SEW plays in this process. Building on Wiseman and Gomez-Mejia (1998) and 

Jensen and Meckling (1976), Chua et al., (2011) propose a model that examines 

factors influencing debt financing. The major advantage of their model is that it 

integrates, the basic debt financing model to investigate the effect of family 

involvement and support factors on debt financing. However, the model neither 

incorporates the influence of SEW nor the influence of entrepreneurial orientation on 

debt financing. The current research adopts and extends Chua et al., (2011) model 

and attempts to examine whether SEW has an impact on the relationship between 

entrepreneurial orientation and debt financing of family businesses. The 

conceptualised model is shown in figure 5.1. 

 

5.2 Entrepreneurial orientations’ Influence on Family firm’s Debt Financing 

Entrepreneurship scholars have attempted to explain business access to debt 

financing by investigating a firm’s entrepreneurial orientation (Wiklund and Shepherd, 

2005; Mukiri, 2011). Therefore, the relationship between entrepreneurial orientation 

and business debt financing has become the central focus of interest for studying 

entrepreneurial orientation (Haung et al., 2011; Mohammed et al., 2016). To date, 

findings have been mixed. Numerous studies have shown that entrepreneurial 

orientation directly or indirectly, has a positive relationship with debt financing (e.g., 

Fatoki, 2012; Zampetakis et al., 2011; Wiklund and Shepherd, 2005; Krauss et al., 

2005). This means that family businesses adopting entrepreneurial orientation have a 

propensity to act autonomously, a willingness to innovate and take risks, and a 

tendency to be aggressive toward competitors and proactive. As such they are 

oriented towards action, they pursue active implementation of new ideas, or processes 

not merely of their generation but also actively seek to anticipate opportunities to 

instigate changes to current strategies and tactics and detect future trends in the 
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market (Covin and Slevin, 1991; Lumpkin and Dess, 1996). Although financial capital 

is an important resource, it is not so much the ownership of the financial resources 

that is important but the access to it (Fatoki, 2012; Zampetakis et al., 2011). Thus, an 

effective entrepreneurial orientation may be a good predictor of firm access to debt 

financing. The work carried out by Mukiri (2011) is one of the studies that examine the 

direct effect of the entrepreneurial orientation dimensions on debt financing. Mukiri 

(2011) discovered that the contribution of the entrepreneurial orientation dimensions 

varies. Other researchers (e.g., Wales et al., 2013 Wiklund and Shepherd, 2005) have 

suggested that examining the direct effect of entrepreneurial orientation will not 

provide a comprehensive description of the relationship. Therefore, most researchers 

have applied other variables as moderators or antecedents to the model of the 

entrepreneurial orientation-debt financing (Covin and Selvin, 1991). Interestingly, the 

empirical findings of entrepreneurial orientation-debt financing relationship studies 

were mixed. Some studies find that entrepreneurial orientation has a positive impact 

on debt financing whilst others observe that entrepreneurial orientation has either no 

discernible influence or a negative influence on debt financing (Aminu and Shariff, 

2015; Zampetakis et al., 2011). Moreover, Sidek et al., (2016) found in their study that 

entrepreneurial orientation may not significantly influence debt financing. Some factors 

are suggested to contribute to the inconsistent findings of the entrepreneurial 

orientation-debt financing relationship studies, such as the use of different 

methodologies, research designs, and samples (Rauch et al.,2009) and the fact that 

businesses are examined at different stages of development (Hughes and Morgan, 

2007). Some scholars also suggested that the national culture may affect the 

outcomes of the entrepreneurial orientation-debt financing relationship (Vaznyte and 

Andries, 2019) since entrepreneurial orientation might be implemented differently 

across countries and cultures (Naldi et al., 2007).  

The theoretical ground for the relationship between entrepreneurial orientation and 

debt financing is still immature (Miller, 2011; Edmond and Wiklund, 2010). In general, 

the literature has intensively explored the influence of entrepreneurial orientation on 

firm-level entrepreneurship (Miller, 2011; Edmond and Wiklund, 2010). This practice 

was suggested by Covin and Slevin (1991) who proposed reciprocal relationships 

between entrepreneurial orientation, a business's financial outcomes, and a number 

of other outcome variables. While several studies have empirically confirmed the 
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entrepreneurial orientation-debt financing link, a limited number of research studies 

have offered theoretical explanations of the relationship. Notably, Miller (2011) 

suggests RBV (Barney, 1991) as a theoretical base for researching the entrepreneurial 

orientation-debt financing relationship. In RBV, entrepreneurial orientation can be 

treated as a dynamic intangible resource that contributes to sustainable competitive 

advantage for higher returns (Barney, Ketchen, and Wright, 2011; Barney and Arikan, 

2001). Lee et al., (2001) contend that entrepreneurial orientation is evident in a 

business's routines and can take a great deal of time to cultivate and become 

embedded in the business, making it unavailable and inimitable to competitors in the 

market. For example, innovation is not easily imitated by competitors due to the quality 

and quantity of R&D activities resulting in new products and processes (Lumpkin and 

Dess, 1996). Wiklund and Shepherd (2003) view entrepreneurial orientation as “an 

important measure of the way a firm is organised – one that enhances the performance 

benefit of a firm’s knowledge-based resources by focusing attention on the utilisation 

of these resources to discover and exploit opportunities” (p.1308). These arguments 

suggest that the theoretical lenses of RBV could help to answer why entrepreneurial 

orientation may relate to firm debt financing. In this regard, RBV is used as a 

theoretical lens to explore different types of influence of entrepreneurial orientation on 

debt financing in the context of family firms. 

The notion that entrepreneurial orientation has a significant influence on a venture’s 

debt financing has been largely supported in the literature. For example, 

entrepreneurial orientation was found to be positively related to several financial 

outcomes, including sales growth and profits growth (Atuahene-Gima and Ko, 2001), 

returns on sales (Kemelgor, 2002), and net profit (Swierczek and Thai, 2003). 

Additionally, entrepreneurial orientation was reported to have positive correlations with 

subjective assessment of financial outcomes (Covin and Slevin, 1989; Zahra and 

Garvis, 2000). Furthermore, entrepreneurial orientation was found to be highly related 

to non-financial outcomes (Barrett and Weinstein, 1998). From hitherto existing 

research, Hussain, Millman, and Matlay (2006) identify that in most countries ranging 

from high-income to low-income economies, a growing number of family businesses 

require access to a wide choice of financing sources. Adequate external financial 

access needs to be combined with the internal elements in the business organization 

itself. Entrepreneurial orientation may be a significant element in representing the 
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architecture of firm management (Sidek, Mohamad, and Nasir, 2019; Miles, Arnold, 

and Thompson, 1993). Similarly, entrepreneurial orientation can be an accelerated 

channel for the business to gain financial resources through better chances for them 

to access debt financing (Covin and Lumpkin, 2011). On a similar theme, failures of 

financial access due to an incompetent owner in satisfactory financial suppliers (Smith 

and Smith, 2004) bring the meaning lack of entrepreneurial orientation in the firm.  

Schepers et al., (2014) demonstrated in theoretical debate and empirical study the 

significance of entrepreneurial orientation and its impact on family business outcomes. 

Theoretically, entrepreneurial orientation has a beneficial impact on debt financing 

because family firms with this strategic position have advantages and can benefit from 

emerging opportunities. Several previous studies (e.g., Vaznyte and Andries, 2019; 

Cole and Sokolyk, 2018; Wales, 2016; Mason et al., 2015; Fatoki, 2012; Cassar, 2004; 

Hadlock and James, 2002; Covin and Slevin,1991) have discussed the relationship 

between entrepreneurial orientation and debt financing in general. Moreover, 

Zampetakis et al., (2011) find that entrepreneurial orientation positively enhances a 

venture’s debt financing. Entrepreneurial orientation enhances the success and 

growth of family businesses (Casillas and Moreno, 2010; Casillas et al., 2009; Zahra 

et al., 2004; Zahra, 1996). The results from the study of Vaznyte and Andries, (2019) 

and Wiklund and Shepherd (2005) suggest that entrepreneurial orientation has a 

strong and positive impact on family business debt financing. On a similar theme, 

using a sample of 362 Nigerian family firms, Aminu and Shariff (2015) report that there 

is a positive relationship between entrepreneurial orientation and family firm debt 

financing. Equally important, the significant and positive relationship between 

entrepreneurial orientation and family firm’s debt financing has been found in several 

studies (e.g., Kallmuenzer et al., 2018; Sidek et al., 2016; Wales et al., 2013; Covin 

and Lumpkin, 2011; Mukiri, 2011; Huang et al., 2011; Tang et al., 2008; Wiklund, 

1999). Based on these arguments, it is expected that entrepreneurial orientation in the 

family business may enhance the opportunity for better debt financing. The following 

sections will examine each of the entrepreneurial orientation dimensions and their 

hypothesised impact in detail. However, the above argument leads to the following 

hypothesis:  

H1: Entrepreneurial orientation dimensions are positively associated with debt 

financing of family businesses. 
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Influence of risk-taking on family firm’s debt financing 

Risk-taking is associated with the willingness to commit resources to projects with 

unknown outcomes (Wiklund and Shepherd, 2005). Risk-taking tolerance orients the 

firm toward action, induces it to break away from the tried-and-true, and motivates it 

to venture into the unknown (Wiklund and Shepherd, 2005; Hughes and Morgan, 

2007) ‘‘in the interest of obtaining high returns by seizing opportunities in the 

marketplace’’ (Lumpkin and Dess, 1996, p.144). Given that risk-aversion hinders 

businesses from undertaking explorative activities and developing new market 

opportunities, firms need a degree of risk-taking to challenge the existing order of 

business and ensure access to financial capital (Vaznyte and Andries, 2019; Wiklund 

and Shepherd, 2005). This view has been corroborated in a recent meta-analysis by 

Rauch et al. (2009). Risk-taking is the most researched among the entrepreneurial 

orientation dimensions that have enjoyed significant coverage in family business 

literature (HernándezLinares and López-Fernández, 2018). Zahra (2005) in a study of 

209 U.S. manufacturing family firms, identifies the nature of entrepreneurial activities 

undertaken by family firms in their operations as an important source of risk-taking. 

The author also suggests that the involvement of families in new venture creation and 

subsequent investment of their resources in those ventures are behaviours that 

indicate the risk-taking attributes of family businesses. Consequently, risk-taking has 

been identified as a clear entrepreneurial process in family businesses (Zahra et al., 

2004). This view is supported by the empirical findings of Zahra (2005) who contend 

that family business ownership generally promotes risk-taking.  

In the Nigerian context, many family firms’ founders retain their leadership by serving 

also as the manager (Ogbechie and Anetor, 2015). Founders create their companies 

for a variety of reasons, including making a living, creating jobs for themselves, 

relatives, friends, and leaving an important legacy for their family (Ogbechie and 

Anetor, 2015; Zahra, 2005). As with other entrepreneurs, the need for achievement is 

high among family business founders, which often compels them to explore innovative 

ideas and take calculated risks (Onuoha, 2012; Zahra, 2005). Serving also as 

managers, founders usually have the formal and informal powers that allow them to 

devote necessary resources to explore promising ideas and implement them in a 

timely fashion (Ogbechie and Anetor, 2015; Onuoha, 2012; Zahra, 2005). The 

effective alignment of interests between founders and their businesses also makes 
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taking calculated risks worthwhile (Zahra, 2005). Understandably a high propensity 

towards risk-taking may positively influence the debt financing of Nigerian family 

businesses. These arguments lead to the following hypothesis: 

 

H1a: Risk-taking is positively associated with the debt financing of family businesses. 

 

Influence of innovativeness on family firm’s debt financing 

Innovativeness reflects a business's orientation toward creativity and experimentation, 

technological leadership, novelty, and R&D for new products, services, and processes 

(Hughes and Morgan, 2007; Lumpkin and Dess, 1996). Schumpeter’s famous creative 

destruction principle introduced the role of innovation in the entrepreneurial process 

(Schumpeter, 1943). A firm’s propensity to supporting new products, new production 

method, new marketing style, new product concept that aims at disrupting the existing 

structure within an industry or market is considered innovation (Schumpeter, 1934). It 

represents the desire to depart from an existing way of doing things by the family 

business to continuously identifying new practices and solutions. It has been argued 

that businesses without the capacity to innovate may invest time and resources in 

studying markets but are unable to translate this knowledge into practice (Hult et al., 

2004, p. 430). Hence, ‘‘innovativeness is a principal means to create differentiation 

and develop solutions that undermine those of competitors’’ (Hughes and Morgan, 

2007, p. 653). Intrinsically, innovativeness is an important determinant of firm financial 

resources (Covin and Lumpkin, 2011; Rauch et al., 2009). Moreover, both theoretical 

arguments and empirical evidence confirm its positive effect on family business debt 

financing (Hernández-Linares and López-Fernández, 2018). Innovativeness is thus 

expected to be positively related to family business debt financing given that it fits well 

with the family firms’ long-term orientation and their desire to transfer a thriving 

business to the next generation (Stenholm et al., 2016; Hatak et al., 2016). Although, 

with the exception of the non-significance found by Kallmuenzer et al. (2018), there is 

a significant volume of both theoretical and empirical research supporting the positive 

association between innovativeness and family business access to financial resources 

(Casillas and Moreno, 2010; Casillas et al., 2009; Naldi et al., 2007; Stenholm et al., 

2016; Wiklund and Shepherd, 2005). The basic assumption under the innovation 

construct is that it constitutes a family firm's exit from known organisational practices, 
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to the promotion of new ideas, effective changes, and identification of new 

opportunities. According to Casillas and Moreno (2010), an innovation strategy is one 

of the most typical roads to growth, in that it enables new business opportunities to be 

explored and the company’s competitive edge to be improved. Thus, a business that 

engages in innovative activities would most likely improve its chances of access to 

debt financing (Zampetakis, 2010; Wiklund and Shepherd, 2005). However, it is 

important to mention that the extent to which family firms engage in innovative 

activities may vary. Innovation in family businesses may depend on firm size and the 

intentions of family business owners (Aldrich and Cliff, 2003). Therefore, innovation 

may occur significantly in Nigerian family businesses due to the strong drive by 

Nigerian families for their firms to be successful, able to survive and fulfil family goals 

such as building a reputation and lasting legacy for the next generation (PWC, 2018; 

Ogbechie and Anetor, 2015). Besides, the presence of strong family values and 

commitment in Nigerian family businesses would prompt innovative actions that would 

enhance the debt financing of such firms positively. Thus, these arguments lead to the 

following hypothesis: 

H1b: Innovativeness is positively associated with the debt financing of family 

businesses.   

 

Influence of proactiveness on family firm’s debt financing 

Proactiveness reflects a forward-looking perspective characteristic of a family 

business owner that has the foresight to act in anticipation of future demand and shape 

the environment (Nordqvist et al., 2008; Lumpkin and Dess, 2001). Thus, while 

‘‘innovativeness refers to a business's efforts to discover potential opportunities, 

proactiveness refers to a business's efforts to recognize and seize them’’ (Lumpkin et 

al., 2010, p. 248). Proactiveness fosters the enterprise to anticipate change and 

evolving needs in the marketplace, to be among the first to act upon them, and to 

capitalize on emerging opportunities. Proactiveness appears to operate as an enabler 

of competitive advantage (Hughes and Morgan, 2007; Wiklund and Shepherd, 2005; 

Covin and Slevin, 1989; Miller, 1983). Empirical evidence confirms the crucial role 

played by proactiveness in enhancing family business debt financing (Rauch et al., 

2009; Hughes and Morgan, 2007; Wiklund and Shepherd, 2005; Lumpkin and Dess, 

2001). In the family business context, proactiveness is regarded as one of the most 
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important dimensions of entrepreneurial orientation (Nordqvist et al., 2008), since 

there is often less bureaucracy and thus quicker, more effective decision making (Kets 

de Vries, 1993). This enables the family firm to respond quickly to new opportunities 

(Kellermanns et al., 2011; Irava and Moores, 2010b), which has consequences for its 

debt financing. Proactiveness is thus expected to be positively related to family firm 

access to debt financing, given that it fits well with family firms’ long-term orientation 

and their desire to transfer a healthy firm to the next generation (Hatak et al., 2016; 

Stenholm et al., 2016). Indeed, most of the empirical literature indicates that firm 

proactiveness is a crucial source of sustained growth and debt financing for family 

businesses (Casillas and Moreno, 2010; Casillas et al., 2009; Kallmuenzer et al., 2018; 

Stenholm et al., 2016). In the Nigerian context, proactive family businesses that have 

a long-term perspective are likely to prefer fast action taken to capitalize on a trend or 

get ahead of the competition. Also, highly responsive family businesses, especially in 

industries, such as consumer electronics and fashion that are heavily influenced by 

short-lived consumer preferences generally benefit from acting quickly. Proactivity is 

associated with a first-mover strategy oriented toward the exploitation of new 

opportunities, which can imply the elimination of current declining operations (Lumpkin 

et al., 2010; Venkatraman, 1989). The exploitation of new opportunities requires 

financial funds and business intelligence with which to scan and seize opportunities 

and to implement those determined to be most valuable (Pérez-Luño et al., 2011). 

Thus, based on the above presentations, it is suggested that the proactiveness 

dimension in family businesses prompts actions that may lead to the availability of 

debt financing from commercial banks and trade creditors to family businesses in 

Nigeria. Thus, these arguments lead to the following hypothesis: 

H1c: Proactiveness is positively associated with the debt financing of family 

businesses. 

 

Influence of competitive aggressiveness on family firm’s debt financing 

Competitive aggressiveness reflects the intensity of a firm’s efforts to outperform 

industry rivals, characterized by a combative posture and a forceful response to 

competitor’s actions (Hughes and Morgan, 2007; Lumpkin and Dess, 1996, 2001). A 

strong and aggressive stance gives a business the ability to be a decisive competitor 
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and to act forcefully to secure or improve its position (Lumpkin and Dess, 2001). While 

proactiveness describes how a business seizes the initiative and acts opportunistically 

to influence trends and create demand, competitive aggressiveness describes how 

businesses relate to their competitors. In other words, proactiveness focuses on 

meeting demand, whereas competitive aggressiveness concentrates on competing for 

demand (Lumpkin and Dess, 1996, 2001). As identified by Krauss et al., (2005) 

competitive aggressiveness is one of the basic characteristics surrounding the 

activities of an entrepreneurial firm. This is because it propels a business to take an 

aggressive posture most times without letting down its guard, especially when entering 

a new market (Lumpkin and Dess, 2001). According to Lumpkin and Dess (2001), 

competitive aggressiveness is accomplished by, for example, setting ambitious market 

share goals and taking bold steps to achieve them such as cutting prices and 

sacrificing profitability (Venkatraman 1989), or spending aggressively compared to 

competitors on marketing, product service, and quality, or manufacturing capacity 

(MacMillan and Day 1987). Examining the effect of competitive aggressiveness among 

ninety-four small firms, the findings of Lumpkin and Dess (2001) suggest that in more 

mature family firms, competitive aggressiveness may enhance a firm’s effort to 

maintain a strong position in the midst of intense competition due to the availability of 

very few opportunities. Anderson and Reeb (2003a) indicate that family firms engage 

in aggressive marketing of their products amongst other entrepreneurial drives to 

ensure the survival of their firms.  

In Nigeria, family businesses employ more of an aggressive posture towards 

marketing their products and services to stay ahead in competitions, ensure the 

survival of their firms and protect their businesses from unfavourable government 

policies (Aminu and Shariff, 2015). Stambaugh et al., (2009) report that there is a 

positive relationship between competitive aggressiveness and family firm debt 

financing. According to Stambaugh et al., (2009) firms taking a relatively greater 

number of competitive actions than their competitors outperform those rivals, even in 

situations or industries where businesses have collectively reduced their competitive 

intensity. Moreover, as competitive aggressiveness rises, increased competitor 

awareness is likely to both reduce the number of undetected competitor strategy acts 

and reduce the time required to detect an act (Stambaugh et al., 2009). This improved 

detection, combined with the increased likelihood that a firm will respond to the 
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competitor strategy act given an increased level of competitive aggressiveness, results 

in a faster focal firm response. A firm’s aggressiveness may lead to improved debt 

financing because the focus on outmanoeuvring and undermining competitors 

strengthens the firm’s competitiveness at the expenses of rivals (Lumpkin and Dess, 

1996; Stambaugh et al., 2009). Consequently, the aforementioned arguments lead to 

the following hypothesis: 

H1d: Competitive aggressiveness is positively associated with the debt financing of 

family businesses. 

 

Influence of autonomy on family firm’s debt financing 

In addition to the foregoing entrepreneurial orientation dimension, extant literature 

indicates that autonomy influences debt financing (Mohammed et al., 2016; Mukiri, 

2011). An “independent spirit” is necessary for entrepreneurship and autonomy refers 

to independent action in terms of “bringing forth an idea or a vision and carrying it 

through to completion”, including the concept of free and independent action and 

decisions taken (Lumpkin and Dess, 1996: 140). Entrepreneurs are associated with 

more of a degree of freedom in combining and organising resources (Naldi et al., 2013; 

Schepers et al., 2014). Autonomy affords members of the family firm the freedom and 

flexibility to develop and perform entrepreneurial initiatives (Lumpkin et al., 2009). It is 

the ability of an individual or a team to incubate an idea usually directed at creating 

new products, market opportunities, or new ventures and taking absolute steps to 

ensure its completion (Lumpkin and Dess, 1996). According to Krauss et al., (2005), 

It is a practice that is deeply embedded in being independent, wanting to establish 

one’s individuality or unique capability. Within a firm, autonomy captures the absence 

of organisational constraints such as any bureaucratic process that would impede the 

pursing of new opportunities (Lumpkin and Dess, 1996). These attributes of autonomy 

above are well represented in family business literature. Of the five entrepreneurial 

orientation dimensions, autonomy is important in family businesses for various 

reasons. Most family owners crave the independence of their firms from external 

influences (Chrisman et al., 2003). Furthermore, the alignment of family and business 

goals in family firms (Daily and Dollinger, 1992) reduces bureaucracy in decision 

making, thus promoting entrepreneurial behaviours in family firms. Although some 

contrary views hold that family firms may sacrifice important and urgent economic 
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needs to protect their independence from external influences (Schulz et al., 2001), 

However, the research by Zellweger and Sieger (2012), analyze the entrepreneurial 

orientation of long-surviving family businesses and confirm the relevance of what they 

call internal autonomy (the autonomy of employees or teams), following Nordqvist et 

al. (2008). These arguments lead to the following hypotheses: 

H1e: Autonomy is positively associated with the debt financing of family businesses 

 

5.3 The Moderating Role of Socioemotional wealth 

Socioemotional wealth is the stock of affect-related value that a family derives from its 

controlling position in a particular firm (Berrone et al., 2012). The concept of SEW has 

been created to capture the beneficial and non-financial aspects of family businesses 

(Schepers et al., 2014; Miller and Le Breton-Miller, 2014; Kellermanns et al., 2012; 

Gomez-Mejia et al., 2011; Berrone et al., 2010). The contribution of socioemotional 

wealth to the competitive advantage and value creation in family firms (Debicki et al., 

2017; Berrone et al., 2012; Gómez-Mejía et al., 2007) is well recognised. According to 

Berrone et al. (2012), the family’s SEW encompasses different aspects such as 

identity, the ability to exercise family influence, and the perpetuation of the family 

dynasty. using a sample of 194 family firms from eight countries, Deephouse and 

Jaskiewicz (2013) present empirical evidence that supports the notion that SEW can 

provide benefits, such as signalling product quality and enhancing access to capital. 

Zellweger, Kellermanns, Chrisman, and Chua (2012) found that founders with an 

intention for trans-generational control have higher perceived selling prices for their 

firms. According to the authors, the family’s intention to enhance SEW (i.e., 

maintaining the family’s long-term influence on the firm, the family’s identity, and 

reputation) is activated through the family’s vision for trans-generational control over 

the firm. This literature implies the family’s priorities are for the firm’s long-term survival 

and sustainability. When it comes to the family business, the preservation of 

socioemotional wealth is a key goal in family-owned firms, and a primary reference 

point in their financial resource and decision-making process (Gomez-Mejia et al., 

2007). It was also argued that the stronger the role of family, the higher the desire and 

actions aimed at preserving socioemotional wealth. Specifically, it was contended that 

the reluctance to give up family control would be the highest when the role of the family 
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is most pronounced (Gomez-Mejia et al., 2007). In the Nigerian context, 

socioemotional wealth plays an important part in family business life. It follows that 

extended relationships make family firms aware of the surrounding challenges and 

opportunities and thus more selective of the financial resources. Therefore, the owners 

of family businesses with socioemotional wealth preservation motives are expected to 

place more importance on certain financial resources to ensure their firm continuity 

(Gottardo and Maria Moisello,2014). From a SEW perspective, having strong 

relationships with stakeholders is important to enhance the family firm’s reputation. 

Specifically, family firms with strong SEW and entrepreneurial orientation strategic 

focus may be able to access debt financing due to better relationships with the 

providers of debt capital. Zampetakis et al. (2010) argue that if entrepreneurial 

orientation is strongly linked to the debt financing of family firms, it does not always 

have a positive impact on it. It all depends on the context. Entrepreneurial orientation 

needs to be associated with other business practices to strengthen its positive 

influences on firm debt financing. Thus, SEW can play the role which can moderate 

the relationship between entrepreneurial orientation and debt financing of family 

businesses. 

 

5.4 SEW Moderating the Influence of EO dimensions on debt financing 

Debt financing is an important source of capital for family firms (Molly et al., 2018; 

Chua et al., 2011; Cassar, 2004; Romano, Tanewski, and Smyrnios 2001; Bates, 

1997) and critical to their success (Nyamita et al., 2014; Holtz-Eakin, Joulfaian, and 

Rosen, 1994; Evans and Jovanovic, 1989). Since SEW is an array of non-financial 

benefits the family derives from operating a business enterprise that ensures the well-

being of the family and satisfies the affective needs of the family members spanning 

beyond maintaining the financial well-being of the business (Gómez-Mejía et al., 2007, 

p. 106), scholars continue to call for theory-grounded research that may lead to 

developing a better understanding of SEW and how this impact in entrepreneurial 

orientation and debt financing relationship (Molly et al., 2018).  Theoretically, few 

perspectives suggest that SEW may have an impact on the entrepreneurial 

orientation-debt financing relationship (Chua et al., 2011; Chu, 2009; Anderson et al., 

2003; Villalonga and Amit, 2006; Maury, 2006). Firstly, the pecking-order theory 

proposes that external debt, i.e., bank loans, is the preferred financing alternative if 
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retained earnings are insufficient. Empirical evidence indicates that bank loans are 

the most important financing alternative for many family businesses (Romano et al., 

2001). Secondly, the behavioral agency perspective maintains that family owners 

pursue both financial interests and non-economic goals that create socio-emotional 

wealth (Gomez-Mejia et al., 2007). The family has affective needs, such as identity, 

the need for control, and the perpetuation of the family dynasty, which can bring unique 

and value-added skills to the firm and impact the relationship between entrepreneurial 

orientation and debt financing (Gomez Mejia et al.,2007; Miller et al., 2008). There is 

a small but growing body of empirical research regarding the effect of SEW on debt 

financing. The nature of this body of research suggests mixed and inconsistent 

conclusions (De Carvalho Zinga et al., 2013; Vaznyte and Andries, 2019). Moreover, 

only a few studies investigate the effect of SEW on debt financing via personal 

characteristics i.e., risk propensity, goals, knowledge, and experience (e.g., Barton 

and Gordon, 1987). On the one hand, some studies find that SEW has a positive 

impact on debt financing (Gottardo and Maria Moisello, 2014; Anderson, Mansi, and 

Reeb, 2003; Maury, 2006). These studies suggest that SEW may provide family 

businesses an advantage in securing debt financing (Chua et al., 2011). Romano et 

al., (2001) used theories from divergent disciplines, i.e., finance and strategic 

management to set up a model of capital structure decision making in family 

businesses. The sample of 1,059 Australian family businesses was gathered through 

a mailed survey. The authors used structural equation modeling techniques to test 

their model. Four different financial sources were utilised as endogenous variables in 

their model: equity, debt, family loans, as well as retained earnings and profits. The 

study’s results show that the need for family control in the business is negatively 

related to the use of equity and positively related to the use of debt. In addition, debt 

use in family businesses is positively associated with business planning, business 

objectives, and firm size. From their findings, the authors suggest that financing 

decisions in family businesses are based on a complex array of social, behavioral, and 

financial factors (Romano et al., 2001, p.303). 

 

The foregoing inconsistent findings have prompted scholars to suggest that since 

preservation of SEW is usually an important objective for many family-owned 

businesses, which translates itself among others in keeping independence and control 

in ownership, exerting control over the business’s strategic direction, building strong 
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and long-term relations based on trust, decision making affected by emotions and 

sentiments, and long-term evaluation of investments (Berrone et al., 2012), further 

research with clear theoretical underpinnings of SEW is required to deepen our 

knowledge on the role of SEW on the relationship between entrepreneurial orientation 

and debt financing in family businesses (Michiels and Molly, 2017,p.381). Additionally, 

scholars note that research on the influence of SEW and the dimensions of 

entrepreneurial orientation on debt financing has grown in isolation from each other 

(Vaznyte and Andries, 2019; Casillas and Moreno, 2010). Further, some scholars 

claim that attempts at research on the dimensions of entrepreneurial orientation 

influence on debt financing have lacked sound theoretical underpinnings (Wales et al., 

2013, 2015; Vaznyte and Andries, 2019). Thus, there is a shortage of studies 

investigating the role of SEW on the relationships between entrepreneurial orientation 

and debt financing in the family business (Wales et al., 2016; Arzubiaga, Maseda, and 

Iturralde, 2019). The following quotes evidence this hitch in the EI literature:  

 

“… prior research sheds light on how SEW influences certain financing 

decisions in family firms…. However, the relationship between family-centered 

goals and the use of debt financing in family firms has scarcely been studied. 

This is rather surprising since previous research finds differences in the use of 

debt financing between family and nonfamily firms… and within family firms. 

Moreover, debt financing is the most important source of external financing for 

family firms… and hence warrants further research efforts.” Molly et al. (2018, 

p.2). 

The present research will tackle this exact issue of examining the impact of SEW on 

the relationship between entrepreneurial orientation and debt financing in an effort to 

better understand the family’s influence on the financing levels of the business. These 

impacts are assumed to be not only positive but also negative, depending on which 

dimension of SEW is more important for the family business. Moreover, prior research 

has shown that the importance attached to internal SEW goals versus external SEW 

goals may have different effects on financial objectives (Miller and Breton-Miller, 

2014). Based on the above discussion, the following hypothesis is proposed: 

H2: Socioemotional wealth Moderate the effects of the Entrepreneurial Orientation 

dimensions on debt financing of family businesses. 
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SEW, risk-taking and Debt financing 

As discussed in section 4.1.1, risk-taking is a particular behavioural pattern that occurs 

in firms (Covin and Slevin, 1991; Lumpkin and Dess, 1996; Hughes and Morgan, 

2007), where the entrepreneur takes daring risks in return for (potentially) large yields. 

Indeed, firms with higher risk-taking behaviour have been found to have better access 

to debt financing (Mukiri, 2011; Wiklund and Shepherd, 2005). Although, there is a 

debate on the extent of risk inclination of family firms (Naldi et al., 2007). However, 

looking at the relationship between SEW and risk-taking, numerous studies have 

explained the willingness of family business owners to accept a significant risk to 

enhance their debt financing in order to preserve their socioemotional wealth (Berrone 

et al., 2012; Gómez-Mejía et al., 2007). Aversion to any loss of SEW stock seems to 

be the family firms’ main reference point (Gómez-Mejía et al., 2007). Besides, Gómez-

Mejía et al., (2018) suggest that the decisions of family firms tend to consider both the 

current SEW endowment and future financial wealth. Moreover, a minimum level of 

financial resources is needed for firm survival and the alternative entails the total loss 

of the firm’s SEW (Gómez-Mejía et al., 2018). Therefore, family businesses deeply 

concerned with preserving their SEW endowment will seek to minimize the damage to 

debt financing. Hence, higher levels of SEW will strongly motivate a family to mitigate 

potential downsides (Jiang et al., 2018). Such a motivational focus will perhaps lead a 

family business to focus on higher-quality risks and better opportunities because their 

time horizon is relatively long-term. Additionally, the desire to maintain SEW will lead 

to a long-term orientation regarding that factor, which will likely strengthen the 

abovementioned effect. Thus, the relationship between risk-taking and family business 

debt financing is moderated by SEW. Specifically, risk-taking will have a stronger 

influence on family business debt financing when the concern to preserve SEW is 

higher. Thus, these arguments lead to the following hypothesis: 

H2a: Socioemotional wealth Moderate the effect of Risk-taking on debt financing of 

family businesses.   
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SEW, innovativeness and Debt financing 

As discussed in section 4.1.2, innovativeness is characterised by a strong R&D 

emphasis, technological leadership, the introduction of new products and the degree 

of change in product or service lines (Covin and Wales, 2012). According to Zahra et 

al., (2004), family businesses have a greater ability to develop entrepreneurial 

behaviour patterns in the sense that their survival depends on their capability to enter 

into new markets in which they can offer innovative products and services. Beyond 

this debate, SEW may also bear upon the effect that innovativeness can have on 

company debt financing. In the context of family firms, innovativeness is regarded as 

a highly relevant dimension of entrepreneurial orientation (Nordqvist et al., 2008; 

Zellweger, Sieger, and Mühlebach, 2010). Scholars maintain that the greater the SEW 

is, the more intense the relationship between a firm’s innovativeness and debt 

financing will be, which is due to (1) greater long-term orientation, and (2) a greater 

degree of centralization and speed in decision-making (Hatak et al., 2016; Casillas 

and Moreno, 2010; Casillas et al., 2010; Naldi et al., 2007). First, businesses with a 

greater level of SEW are under less pressure to obtain higher profits in the short term 

and have a greater long-term vision (Casillas and Moreno, 2010; Casillas et al., 2009). 

According to Zahra et al. (2004), this long-term orientation allows for the development 

of better entrepreneurial strategies, as the development of risky innovations aimed at 

capitalising on new opportunities does not typically yield results in the short term. 

Second, family businesses tend to have highly centralized structures, especially first-

generation businesses (Chrisman et al., 2003). This type of centralized structure, in 

which the owner exerts strong leadership, enables the decision-making process to 

develop very quickly so that if the founder of the business is an individual with a highly 

innovative orientation, the firm will implement its decisions more quickly (Casillas and 

Moreno, 2010). Therefore, SEW will moderate the relationships between 

innovativeness and debt financing, in such a way that a business's innovativeness will 

have a more intense influence on debt financing when SEW is higher. Thus, these 

arguments lead to the following hypothesis: 

H2b: Socioemotional wealth Moderate the effect of Innovativeness on debt financing 

of family businesses.   
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SEW, Proactiveness and Debt financing 

As discussed in section 4.1.3, a proactive business is characterised as one that 

constantly scans the environment for new business opportunities (Casillas and 

Moreno, 2010). As far as proactiveness and debt financing are concerned, two distinct 

arguments can be put forward with regard to their moderating role of SEW. As 

Nordqvist et al., (2008) stated, together with autonomy and innovativeness, 

proactiveness is regarded as a more important dimension in family businesses 

(Zellweger et al., 2010). On the one hand, certain family businesses demonstrate a 

highly entrepreneurial approach with the strong leadership of the owner and a highly 

centralized structure, where decisions and access to debt financing are enhanced very 

swiftly (Casillas and Moreno, 2010) and the owners’ control of the measures taken by 

the management is practically annulled by the concentration of power in an owner-

manager and the members of the family involved in the firm’s management (Casillas 

and Moreno, 2010). However, on the other hand, previous research pointed out that 

family businesses have fewer resources with which a proactive behaviour pattern can 

be developed. Thus, the role played by proactiveness in family firms is subject to 

debate (Casillas et al., 2010).  Scholars argue that these conflicting findings are largely 

due to interactions with the pursuit of SEW (Schepers et al., 2014; Nordqvist et al., 

2008; Short et al., 2009). Proactivity is associated with a first-mover strategy oriented 

toward the exploitation of new opportunities, which can imply the incorporation of 

strategies that are intended to build a strong market share (Lumpkin and Dess, 1996). 

The exploitation of new opportunities necessitates financial resources and business 

intelligence with which to scan and seize opportunities as well as to implement those 

determined to be most valuable (Pérez-Luño et al., 2011). The research by Gómez-

Mejía et al. (2011), argued that a higher level of SEW would offer confidence to 

financiers and when family businesses are proactive, financiers are more likely to offer 

support. Accordingly, a strong concern to maintain family SEW may intensify the 

relationship between proactiveness and debt financing. Therefore, SEW will moderate 

the relationships between proactiveness and debt financing, in such a way that a firm’s 

proactiveness will have an intense influence on debt financing when SEW is higher. 

Thus, these arguments lead to the following hypothesis: 

 

H2c: Socioemotional wealth Moderate the effect of Proactiveness on debt financing of 

family businesses. 



102 | 337 

 

SEW, Competitive Aggressiveness and Debt financing 

As discussed in section 4.1.4, competitive aggressiveness refers to the will to 

outperform competitors and keep them from entering the same market (Lumpkin and 

Dess, 1996). Examples of this and other forms of competitive aggressiveness 

available to new entrants include adopting unconventional tactics to challenge industry 

leaders as well as analysing and targeting a competitor’s weakness (Giachetti, 2016; 

Nadkarni et al., 2016).  From the extant review of the literature, family managers tend 

to adapt quickly to a changing and dynamic environment and prefer to strive for a 

unique positioning in a market niche. The higher course to aggressiveness by family 

managers is related to the fact that the aggressive behaviour of family managers may 

have a positive impact on family and firm reputation (Giachetti, 2016; Nadkarni et al., 

2016), and this effect can have a positive impact on survival and growth as well we 

access to debt financing in a long-term horizon (Mukiri, 2011; Mohammed et al., 2016). 

The relationship between competitive aggressiveness and debt financing and 

consequently its possible moderators have been given scant attention in the family 

business context (Hernández-Linares and López-Fernández, 2018). However, the link 

between competitive aggressiveness and debt financing seems to depend on the 

emphasis placed on SEW preservation. SEW has a strong impact on family 

businesses (Jiang et al., 2018), but the way they are perceived in the market will also 

likely guide their behaviour. The greater the concern to preserve the SEW stock, the 

greater the need of a firm to come out with a new product and enhance the product to 

outperform its competitors. This is a crucial element that would offer confidence to 

financiers to justify the lending application. Accordingly, SEW will moderate the 

relationships between competitive aggressiveness and debt financing, in such a way 

that a firm’s competitive aggressiveness will have a more intense influence on debt 

financing when SEW is higher. Therefore, a higher concern to preserve SEW may 

intensify the relationship between competitive aggressiveness and family firm debt 

financing. Thus, these arguments lead to the following hypothesis: 

 

H2d: Socioemotional wealth Moderate the effect of Competitive aggressiveness on 

debt financing of family businesses. 
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SEW, Autonomy and Debt financing 

As discussed in section 4.1.5, autonomy refers to the ability of employees to be “self-

directed in the pursuit of opportunities” where actions are taken free of stifling 

organisational constraints” (lumpkin and Dess, 1996). Of the five entrepreneurial 

orientation dimensions (Lumpkin and Dess, 1996), the aspect of autonomy (and, 

specifically, its relationship to firm debt financing) has received the least attention, both 

theoretically and empirically (Rauch et al., 2009), and of the little that exists, there does 

not emerge any consensus on the role of the autonomy dimension of entrepreneurial 

orientation. The research in the family business context is even more limited 

(Hernández-Linares and López-Fernández, 2018). Moreover, only a few studies have 

investigated the autonomy dimension of entrepreneurial orientation. Casillas and 

Moreno (2010) found no positive association between autonomy and family business 

growth, while Kallmuenzer et al. (2018) report a marginally significant and positive 

relationship. Additionally, Zellweger and Sieger (2012) examine the entrepreneurial 

orientation of long-surviving family business and confirm the relevance of what they 

call “internal autonomy” (the autonomy of employees or teams), following Nordqvist et 

al. (2008).  

The paucity of research on autonomy and family businesses has provided no 

significant evidence that family goals (Kallmuenzer et al., 2018) or family involvement 

(Casillas and Moreno, 2010) have significant impacts on the autonomy and debt 

financing link. Scholars in the field of family business argue that this lack of empirical 

support may occur due to contingent family-specific variables such as SEW (Schepers 

et al., 2014; Sciascia et al., 2014; Naldi et al., 2013). The need to maintain control over 

the business is a core element of SEW (Cruz et al., 2014; Berrone et al., 2012), and a 

significant amount of emotional wealth is derived from keeping the business's control 

in family hands (Gómez-Mejía et al., 2007; Berrone et al., 2012). The pursuit of SEW 

and autonomy are likely to be self-reinforcing. According to Carney (2005), the desire 

to act independently can be maintained only at high levels of autonomy. At the same 

time, SEW can be obtained if the family feels that they have the freedom and autonomy 

needed to allocate resources in a way that results in non-economic benefits. 

Accordingly, these variables are likely to have a significant joint effect on debt 

financing. In a study on Kenya private family firms, it was found that they would have 

the autonomy to make decisions when family involvement is higher to improve their 
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debt financing (Mukiri, 2011). The firms know the importance of making the right 

decisions on their own without relying on the other parties when the family involvement 

is higher. In a family business, it is important to have the trust to do business and make 

autonomous decisions (Wang, 2016). This shows that SEW could be used to 

moderate the relationship between autonomy and family business debt financing. A 

higher level of SEW could offer confidence to financers when the autonomy given by 

a company is aligned with the company’s core business in such a way that the whole 

company is moving towards the same goal. Thus, SEW will moderate the relationships 

between autonomy and debt financing, in such a way that a firm’s autonomy will have 

an intense influence on debt financing when SEW is higher. Specifically, autonomy 

will have a stronger influence on family business debt financing when the concern to 

maintain SEW is higher. These arguments lead to the following hypothesis: 

H2e: Socioemotional wealth Moderate the effect of Autonomy on debt financing of 

family businesses.   

 

Figure 5.1 summarizes the hypotheses, indicating the direction of the main effects of 

the entrepreneurial orientation dimensions on debt financing as well as the nature of 

the moderation with SEW. The study proposes a conceptual model that is based on 

the existing concepts and integrates the concept of SEW, suggesting ways to 

overcome the previous imbalance between different perspectives. The research draws 

on the entrepreneurial orientation, SEW, and debt financing literature to develop the 

conceptual framework for the study and hypotheses. The development of the debt 

financing constructs was based on Chua et al. (2011). Family businesses, according 

to their perceptions, were required to compare their firms to their competitors in terms 

of the amount of bank loans raised. This study controlled four demographic variables, 

i.e., business size, age, gender, and educational level of the owner/manager. A critical 

review of the literature reveals that demographic variables such as business age, 

business size, gender, and educational level influence debt financing because they 

are likely to improve enterprise access to Bank loans. (Sonfield and Lussier, 2009; 

Coleman, 2000; Gumel, 2017). Theoretical studies provide a number of reasons why 

firm size could potentially influence the relationships being examined. Firstly, smaller 

firms may find it more costly to resolve information asymmetries with potential lenders, 

resulting in limited access to debt financing. Asymmetric information problems tend to 
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be more acute in smaller firms than in large enterprises due to their opaque nature 

(Berger and Udell, 1995; Berger and Udell, 2002; Gumel, 2017). As a result, 

monitoring costs for lenders are higher for smaller firms than for large enterprises. 

Existing empirical work provides good support for these theoretical perspectives in 

developed economies (e.g., Romano et al., 2000; Cassar, 2004; Zahra et al., 2004; 

Zahra, 2005; Kellermanns and Eddleston, 2006). In this study, for operation purposes, 

firm size is measured in terms of the total number of employees. 

Further, as firms mature, they are more likely to find it easier to access debt financing 

as asymmetric information problems with lenders are resolved through improvements 

in the firm's private and public reputation (Berger and Udell, 2002; Gumel, 2017). 

Theoretically, there is support for a positive relationship between the age of a firm and 

debt financing. Abor and Biekpe (2007) found evidence of a strong positive 

relationship between firm age and access to bank financing in Ghanaian enterprises. 

Their results suggested that older businesses tend to have good track records and 

better relationships with their lenders than younger firms. In this study, business age 

was measured by the number of years a business had been in existence. In addition, 

the educational level of the family business owner may have an association with a 

firm’s debt financing. Coleman and Cohn (2000) found that businesses whose owners 

are more educated have more debt in their capital structure than their less-educated 

counterparts. Theoretically, the educational level of the family business owner should 

provide banks with a signal as to the quality of the enterprises' human capital and 

improve their ability to access debt financing. Miller (2015) argues that the 141 

entrepreneur’s characteristics which include the educational level have an important 

ramification on the future and success of a business. Therefore, the educational level 

of the family business owner could influence the relationships being examined. Finally, 

the gender of the family business owner was controlled, since there is some 

agreement in the debt financing literature that, banks work better with women than 

men (Chowdhury and Chowdhury, 2011). This is because, in developing countries, 

women are seen to be more responsible for delivering welfare activities to the 

household than men (Guérin, Kumar, and Agier, 2013). Furthermore, women are 

noted to be more creditworthy in terms of paying back their loans than men 

(D’espallier, Guérin, and Mersland, 2011). Therefore, the gender of the family 

business owner could influence the relationships being examined. 
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Figure 5.1- The hypothesised model for the moderating role of SEW  
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5.4 Conclusions  

Debt financing is critical in the entrepreneurial process because firms using debt in 

their capital structure are more likely to survive and grows faster (Cole and Sokolyk, 

2018; Chua et al., 2011). The small but growing body of research on the impact of 

SEW on debt financing shows mixed and sometimes contradictory conclusions. Some 

studies find a positive effect and others report a negative impact of SEW on debt 

financing. Responding to this knowledge gap, this chapter proposes a conceptual 

model and develops hypotheses to guide enquiry into whether SEW has a role in the 

relationships between entrepreneurial orientation dimensions and debt financing. 

Specifically, the chapter hypothesises that entrepreneurial orientation dimensions 

exert their influence on the debt financing of the family business and SEW will play a 

moderating role in the relationship between entrepreneurial orientation and debt 

financing. To test the model and develop an in-depth understanding of the 

phenomena, both quantitative research and qualitative research are required. The 

next chapter emphasises the justification for the adopted explanatory sequential 

triangulation strategy, sampling, and data collection procedures as well as the validity 

and reliability of measurements. 
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CHAPTER 6: RESEARCH METHODOLOGY, DESIGN, AND TECHNIQUES  

 

6.0 Introduction  

The preceding chapter develops the conceptual model of the study. This chapter is 

concerned with the research methodology. In the extant literature, the majority of 

studies investigating the effect of factors that influence debt financing in family firms 

employ quantitative strategies (Mukiri, 2011; Wiklund and Shepherd, 2005) and they 

are conducted in developed countries, therefore limit the generalisability of findings 

elsewhere (Vaznyte and Andries, 2019; Hernández-Linares et al., 2019; Hernández-

Linares and López-Fernández, 2018). Combinations of positivistic research 

(addressing ‘what’ issues) and interpretivistic research (addressing ‘why’ and ‘how’ 

issues) are rare and yet important for model testing and in-depth understanding of 

research problems (Van Burg and Romme, 2014; Gartner, 2010; Stevenson and 

Jarillo, 2007). This chapter includes six sections: justifications for research design 

choice and implementation (6.1); population, sampling, and data collection procedures 

(6.2); validity and reliability analyses of quantitative research measures (6.3, 6.4, and 

6.5); and statistical controls as well as checks for common methods bias (6.6). 

6.1 Research Design Choice, Justifications, and Implementation  

The research design involves the selection of methods, sampling, data collection, and 

interpretation procedures (Blumberg et al., 2008; Bryman and Bell, 2007). Saunders 

et al. (2019) defined a research design as a general plan to answer a research 

question. Similarly, Royer and Zarlowski (2001) defined research design as the link 

between the research question, the literature review, the data analysis, and the results. 

Royer and Zarlowski’s (2001) definition is consistent with Blumberg et al.’s (2008) 

overview of a research design in which they described it as an outline showing the 

overall structure and orientation of a study. Consequently, scholars portray research 

design as the overall plan for undertaking research and it comprises an intersection of 

philosophies, approaches, strategies, and related methods of enquiry (Creswell and 

Creswell, 2018; Creswell, 2014; Creswell, 2009). Whilst definitions differ what is 

common in these is a clear view that research design is core to the entire research 

activity. The central point is that it is a framework for the generation of evidence that 

is suitable for examining research questions (Bryman and Bell, 2015; Bryman and Bell, 
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2011; Denzin and Lincoln, 2011; Blumberg et al., 2008). The research design 

constitutes the blueprint for the collection, measurement, and analysis of data 

(Cooper, 2018). It is a framework for understanding the relationships among the 

study’s variables (Blumberg et al., 2008). It outlines the overall structure and 

orientation of the concerned study, presenting logical proof to draw inferences 

regarding causal relations among variables under investigation (Bryman and Bell, 

2007; Blumberg et al., 2008). In this regard, research design explicitly or implicitly 

involves decisions about research philosophy, which in turn guides the research 

approach chosen. The research approach influences the selection of strategy of 

inquiry which in turn has a bearing on the choice of research methods. Research 

methods are simply a collection of techniques and procedures for collecting and 

analysing data (Saunders et al., 2019; Cooper, 2018; Gill and Johnson, 2002). Figure 

6.1 depicts these interrelationships. 

 
Figure 6.1: The Research Onion  

 

Source: Saunders et al.’s (2019) 

 

This study seeks to assess the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing of family businesses. To be able to 

achieve this aim requires the use of a suitable research design to collect the relevant 
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data for the study, conduct effective data analysis and come out with the appropriate 

findings.  The four areas of research design as indicated above are discussed below. 

 

6.1.1 Research Philosophy  

The term research philosophy refers to a system of beliefs and assumptions about the 

development of knowledge (Saunders et al., 2019). This set of beliefs places strict 

guidelines and principles on how research should be conducted (Burns and Burns, 

2008).  The research philosophy is a way of viewing the social world by the researcher 

as a way of enquiry. It provides the forms and nature of reality (ontology) and ways of 

understanding valid knowledge (epistemology) (Bryman, 2016; Hall and Hall, 1996). 

Consequently, it is an overarching term that refers to how new knowledge is developed 

in a particular field and what the nature of that knowledge is (Saunders et al., 2019).  

Research philosophy is important because it is the basis upon which a researcher 

chooses a specific research approach, strategy, and method in conducting a piece of 

research. In social sciences, philosophy has four constituent elements namely, 

epistemology, axiology, ontology, and the nature of human behaviour (Bryman and 

Bell, 2015; Bryman and Bell, 2011; McAuley et al., 2007; Gill and Johnson, 2002).  

Firstly, epistemology focuses on whether knowledge can, or should be generated 

objectively or subjectively (Bryman, 2016; Hall and Hall, 1996). Put simply, 

epistemology concerns what constitutes acceptable knowledge in research (Saunders 

et al., 2019; Saunders et al., 2009). Secondly, axiology considers judgments of value 

that guide choice among various alternative steps in the process of social enquiry 

(Heron, 1996). Thirdly, ontology considers the nature of knowledge and phenomena 

as to whether they exist objectively or subjectively. Lastly, assumptions about the 

nature of human behaviour focus on how the ontological difference between social 

phenomena and objects of investigation in natural sciences should be considered 

when conducting research (Bryman and Bell, 2011; McAuley et al., 2007). From the 

foregoing discussion, any research philosophy adopted by a researcher reflects an 

intersection of epistemological, ontological, axiological, and nature of human action 

considerations (Creswell, 2014; Denzin et al., 2008).  Despite several variations of the 

terminology, broadly there are four research philosophies usually considered in the 

social sciences i.e., positivism, Interpretivism, realism, and pragmatism (Saunders et 
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al., 2019; 2009). The comparison of all four philosophies is presented in table 6.1 and 

discussed in the following sections. 

Table 6.1: Research Paradigms and Methods 

Paradigm Ontology 

 

Epistemology 

 

Axiology Data collection 

techniques most 

used 

 

Positivism 

 

External, objective 

and independent 

of social actors 

 

Only observable 

phenomena can 

provide credible 

data, facts, focus on 

generalisations, 

reducing 

phenomena to 

simplest elements 

Research is 

undertaken in a 

value-free way, the 

researcher is 

independent of the 

data and maintains 

an objective stance 

Highly structured, 

large sample, 

measurement, 

quantitative, but can 

use qualitative 

Interpretivism Social 

constructed, 

subjective, may 

change, multiple 

Subjective meaning 

and social 

phenomena. Focus 

upon the details of 

the situation, a 

reality behind these 

details. Subjective 

meaning motivating 

actions 

Research in value 

bond, the 

researchers is part of 

what is being 

researched, can’t be 

separated and so will 

be subjective 

Small samples, in-

depth investigations, 

qualitative 

Realism 

 

Is objective: Exists 

independently of 

human thoughts 

and beliefs or 

knowledge of their 

existence 

(Realist), but it 

interpreted 

through social 

conditioning 

(critical realist) 

Observable 

phenomena provide 

credible data, facts, 

and insufficient data 

means inaccuracies 

in sensations that 

are open to 

misinterpretation 

(critical realism).  

 

Research is value-

laden; the researcher 

is biased by world 

views, cultural 

experiences, and 

upbringing. These 

will impact on the 

research 

Methods chosen 

must fit the subject 

matter, quantitative or 

qualitative 

Pragmatism External, multiple, 

view chosen to 

best enable 

answering of a 

research question 

Either or both 

observable 

phenomena and 

subjective 

meanings can 

provide acceptable 

knowledge 

dependent upon the 

research question. 

Focus on practical 

applied research, 

integrating different 

perspectives to help 

interpret the data 

Value plays a large 

role in interpreting 

results that the 

researcher adopting 

both objective and 

subjective points of 

view 

Mixed or multiple 

method designs, 

quantitative and 

qualitative 

(Adopted from Saunders et al. (2019, 2009) 
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6.1.1.1 Positivism 

Positivism is based on the philosophical ideas of the French philosopher August 

Comte who suggested that knowledge of reality can only be obtained by way of 

observation and experiment (Henning et al., 2004; Bourdeau, 2018).  Thus, the 

ultimate aim of the positivist is the generalization of results as well as prediction. Put 

simply, a positivist believes that reality is independent of our views, and knowledge of 

this reality can only be obtained through objective observation and testing. As a result, 

a positivist will generally employ a quantitative strategy. Positivism seeks to explain 

what happens in the social world by searching for causal connections between its 

constituent parts (Burrell and Morgan, 2017). This involves utilizing and extending the 

existing theory to develop hypotheses. The hypotheses developed become the basis 

for fact-gathering (observable reality) that provides the framework for subsequent 

testing. The end result is confirmation, in whole or to a certain extent, or rejection of 

the hypotheses (McAuley et al., 2007; Gill and Johnson, 2002). Additionally, positivism 

embraces highly structured, systematic, and objective methods (nomothetic methods) 

in order to facilitate research replication and generalisability of findings (Burrell and 

Morgan, 2017; Gill and Johnson, 2002). The focus is quantifiable observations that 

lend themselves to statistical analyses (Burrell and Morgan, 2017; Bryman and Bell, 

2011; Remenyi, 1998). The position of positivism in relation to ontology is that positivist 

believes that reality is independent of our views. The epistemological grounding of the 

positivist paradigm is that knowledge of this reality can only be obtained through 

objective observation and testing. The position of positivism in relation to axiology is 

that positivists assume that research is undertaken in a value-free way and the 

researcher is independent of the data and maintains an objective stance. This 

emphasises the positivist focus on strictly scientific empiricist method designed to yield 

pure data and facts uninfluenced by human interpretation or bias (see Table 6.1). 

Positivism has been critiqued by alternative traditions due to its lack of recognition that 

there is an ontological difference between social phenomena and the objects of 

investigation in natural sciences (Gill and Johnson, 2002). Unlike natural sciences, 

social sciences focus on human action which has an internal logic of its own. This 

internal logic should be explored in order to understand why an individual behaves the 

way he or she does (Gill and Johnson, 2002; Laing, 1967). These main criticisms of 

the positivist research paradigm in social sciences have been echoed by 
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contemporary researchers such as Campbell (1978), Gould (1981), Kemeny (1956), 

and McNemar (1960).  Other critics of positivism argue that it is a pretence to distance 

the study of a social phenomenon from its actors; hence a researcher who adopts a 

positivist philosophy cannot be distanced from the phenomenon being investigated 

(Bryman and Bell, 2011). This implies that the actors’ viewpoint is critical in 

understanding any study that concerns them. Therefore, critics conclude that social 

science cannot fully adopt the natural science principles but rather research in the 

social sciences should be explained and interpreted from the contributions as well as 

the meanings attributed to it by the actors themselves. In other words, research in the 

social sciences should be understood in relation to the human behaviour of the 

research participants in the research process. Due to these criticisms, an alternative 

research paradigm to positivists’ methods was proposed. This is the interpretivist 

paradigm. The next section, therefore, discusses interpretivism as a research 

philosophy. 

 

6.1.1.2 Interpretivism  

Interpretivism is the opposite of positivism, in that reality is not external and objective. 

It is the belief that people build their realities based on their perceptions, experiences, 

and beliefs. Interpretivism subscribes to what is called constructivism. Consequently, 

interpretivists believes that reality is always being re-constructed as a person’s 

experiences and perceptions are constantly changing (Bryman and Bell, 2007). 

Interpretivism is a philosophical choice that dictates the focus on the details of a 

research situation and how the situational issues support the interpretation and 

meaning of the results obtained (Bryman, 2012). Interpretivism recognises the 

ontological difference between social phenomena and the research objects in natural 

sciences. Consequently, it encourages social scientists to grasp the subjective 

meaning of social action (Bryman and Bell, 2011). The challenge for research is to 

adopt an empathetic stance i.e., to enter the social world of the research subjects and 

understand the scenario from their point of view (Saunders et al., 2019; 2009). The 

core theme of Interpretivism is that individuals’ interpretation, meaning, and 

understanding of the world around them (i.e., social context) form the basis for their 

actions (Bryman and Bell, 2011). Additionally, Interpretivism holds that not only are 

social situations complex, but they are also unique. They are a function of a particular 
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set of circumstances and individuals involved (Bryman and Bell, 2011; Bogdan and 

Taylor, 1975). The implication is that research that seeks to capture the rich complexity 

of social situations is unlikely to generate findings that are generalisable to the larger 

population. The social world is ever-changing and the circumstances of today may not 

repeat in the future and each social setting is different. Hence, interpretivism leads to 

adopting a flexible research process and methods which flow from the views gathered 

from the subjects of research. The position of interpretivism in relation to ontology is 

that interpretivist believes that reality is socially constructed. Interpretivist also believes 

that reality is multi-layered, and a single phenomenon can have multiple 

interpretations. The epistemological grounding of the interpretivist paradigm is that it 

is necessary to explore the subjective meanings motivating the actions of social actors 

in order for the researcher to be able to understand these actions. The position of 

interpretivism in relation to axiology is that interpretivists assume that a researcher 

cannot be separated from what is being researched and so will inevitably be subjective 

(see Table 6.1). The interpretivist’s approach to research has been criticised for its 

problem of interpretation (Bryman and Bell, 2007) and the problem of data analysis 

(Miles and Huberman, 1994). One main criticism of the interpretivist philosophy is that 

it is unlikely to lead to the generalisation of findings to a larger population since 

contextual meanings and implications cannot be avoided (Bryman and Bell, 2011). 

Moreover, Zikmund et al. (2012) pointed out that researchers in most cases become 

engrossed in the research process and interferes in it in such a way that the research 

findings become that of the researcher rather than that of the participants. Therefore, 

such research evidence becomes researcher-dependent and, as a result, cannot be 

replicated or verified. undoubtedly, interpretivism embraces methods that capture 

subjective accounts generated by getting inside research subjects’ situations to 

understand their perspective (ideographic methods). Put simply, interpretivism entails 

subjectivity as well as participant engagement in the conduct of a piece of research. 

 

6.1.1.3 Realism  

 
Realism as a research philosophy holds that there is a reality whose existence is 

independent of people’s knowledge and description of it. Thus, social scientists should 

direct their attention to examine and understand this reality (Saunders et al., 2019; 

Bryman, 2012; Bryman and Bell, 2011; Saunders et al., 2009). Put simply, realism 
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embraces the fact that, there is a reality of knowledge that is separate and independent 

from the researcher’s knowledge, experience, as well as perception. Realism shares 

two features with positivism. Firstly, both paradigms recommend that the natural and 

social sciences can and should employ the same kinds of approaches and methods 

for collection, analyses, understanding, and interpretation of data (Bryman and Bell, 

2011). Secondly, both paradigms suggest that there is an external and objective reality 

to which scientists should direct their attention. Put simply, there is a reality that is 

separate or independent from researchers (Saunders et al., 2019; Saunders et al., 

2009). There are two major forms of realism, namely empirical and critical realism. 

Firstly, empirical realism simply asserts that reality can be understood through the use 

of appropriate methods. It is a form of realism that fails to recognise that there are 

enduring structures and generative mechanisms underlying and producing observable 

phenomena and events. In other words, it is of the most superficial sort (Bhaskar, 

2010; Bryman and Bell, 2011). Secondly, critical realism is a specific form of realism 

whose manifesto is to recognise the reality of the natural order and the events as well 

as discourses of the social world. However, critical realism holds that we will only be 

able to understand and so change the social world if we identify the structures at work 

that generate those events or discourses. Such structures are irreducible to the 

patterns of events and discourses alike. These structures are not spontaneously clear 

in the observable pattern of events, they can only be identified through the practical 

and theoretical work of the social sciences (Bhaskar, 2010; Bryman and Bell, 2011). 

As a result, the proper job of researchers is to attempt systematically to identify the 

entities responsible for an event and to describe the generative mechanism (Johnston 

and Smith, 2010; Bhaskar, 2010). The position of Realism in relation to ontology is 

that realist believes that the reality of what is being researched exists independently 

of people’s thoughts, beliefs, and knowledge of their existence. The epistemological 

grounding of the realist paradigm is that observable phenomena provide credible data 

and insufficient data means inaccuracies in sensations that are open to 

misinterpretation. A realist’s axiological position follows from the recognition that our 

knowledge of reality is a result of social conditioning and cannot be understood 

independently of the social actors involved.  This means that a realist researcher would 

strive to be aware of how socio-cultural background and experiences might influence 

research and would seek to minimise biases and be as objective as possible (see 

Table 6.1). 
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6.1.1.4 Pragmatism  

Pragmatism as a philosophical choice suggests that sometimes choosing one 

philosophical paradigm (e.g., positivism) rather than the other (e.g., Interpretivism) 

may be unrealistic in practice (Saunders et al., 2019; Saunders et al., 2009). As a 

result, pragmatism suggests that the most important determinant of the choice of 

research philosophy is the nature of the research question(s). Although, one 

philosophical paradigm may sometimes be more appropriate than the other(s) to 

answer particular research questions(s). However, if the nature of the research 

question does not suggest unambiguously that either a positivist or an interpretivist 

philosophy be adopted, this suggests the pragmatist’s view may be a possibility. This 

view derives from the work of Charles Peirce, Williams James, George Herbert Mead, 

and John Dewey (Saunders et al., 2019, Creswell and Creswell, 2018; Cherryholmes, 

1992). Pragmatism is usually concerned with what is applicable (i.e., what works) to 

find a solution for a research problem (Saunders et al., 2019). The central point is that 

researchers should focus on the research problem and then employ the most 

appropriate, relevant, practical, and necessary research paradigms, approaches, and 

methods to comprehensively understand the research problem (Creswell and 

Creswell, 2018; Creswell, 2014). Consequently, pragmatism is usually the 

philosophical underpinning for mixed research strategies and methods (Saunders et 

al., 2019; Tashakkori and Teddlie, 2010; Saunders et al., 2009; Morgan, 2007). The 

position of pragmatism in relation to ontology is that reality matters to pragmatists as 

practical effects of ideas, and knowledge is valued for enabling actions to be carried 

out successfully. Pragmatism argues that multiple methods are often possible, and 

possibly highly appropriate, within one study. The epistemological grounding of the 

pragmatist paradigm is that either or both observable phenomena and subjective 

meanings can provide acceptable knowledge dependent upon the research question. 

The position of pragmatism in relation to axiology is that pragmatist believes that Value 

plays a large role in interpreting results (for detail see Table 6.1). Pragmatists strive to 

reconcile both objectivism and subjectivism, facts and values, accurate and rigorous 

knowledge, and different contextualized experiences (Saunders et al., 2019). 

According to pragmatism research philosophy, the research question is the most 

important determinant of the epistemology, ontology, and axiology used in a study 

(Saunders et al., 2019; Saunders et al., 2009). This implies that the research questions 
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and objectives are the most important factors in research philosophy. As a result, it 

can be argued that mixed methods, both qualitative and quantitative, are possible, and 

possibly highly appropriate within a single study. Pragmatics can combine both, 

positivist and interpretivism positions within the scope of single research according to 

the nature of the research question.  pragmatism research philosophy can integrate 

more than one research approach within the same study (Saunders et al., 2009). It 

has been argued that rather than focusing on methods, researchers should emphasize 

the research problem and use all available approaches to understand the problem 

(Creswell and Creswell, 2018; Creswell, 2014; Creswell, 2009). Therefore, 

pragmatism offers a suitable framework within which to understand the relationship 

being examined. 

  

6.1.1.5 Justification for the Philosophical Choice  

Pragmatism was chosen as the research paradigm underpinning this study based on 

the nature of the research problem. The pragmatic research philosophy is adopted to 

underpin this study because the researcher believes that there should be objectivity in 

research whereby research outcomes are not left for subjective interpretation of 

researchers. On the other hand, the researcher also believes that social science 

research cannot be strictly objective since it is important to understand the social world 

and the people involved with it. This research will recognise both the objective and the 

subjective reality of the research phenomenon being studied (Saunders et al., 2009; 

Gill and Johnson, 2002). This philosophical choice can be justified as follows. Firstly, 

a review of articles in the family business literature clearly indicates that the positivism 

paradigm used to be the norm, with only a few exceptions (e.g., Hall, Melin, and 

Nordqvist, 2001; Nordqvist and Melin, 2010; Parada, Nordqvist, and Gimeno, 2010). 

However, there has been a debate on the need to consider the adoption of an 

alternative research paradigm (Michiels and Molly, 2017; Leppäaho et al., 2016; 

Fletcher, De Massis, and Nordqvist, 2016; Fletcher, 2000; Nordqvist, Hall, and Melin, 

2009). Although there is no unanimous agreement among the scholars on whether a 

particular paradigm is better than the other, the choice of paradigm depends on the 

belief and the perception of the individual researcher; and especially on how to best 

create knowledge in relation to the specific research and the preferred mode of inquiry 
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(research approach). Similarly, there seems to be a consensus among the researchers 

that all paradigms are valuable if applied appropriately and properly managed. The 

concern that overrules the debate about the choice of paradigm should be both 

relevant to the research question and rigour in its operationalisation. Further, only with 

a few exceptions, most studies on family businesses are not only positivistic (Molly et 

al., 2018; Michiels and Molly 2017) but they are also conducted in developed 

countries, limiting the generalisability of prior research findings elsewhere (Vaznyte 

and Andries, 2019). Consequently, scholars call for research on family businesses that 

use multi-methods to address challenges in prior research (Hernández-Linares and 

López-Fernández, 2018).  

 

Secondly, family business research is dominated by quantitative research methods. 

For example, an analysis of the 215 most cited family business studies reveals that 

the majority of empirical studies are quantitative with only a minority of articles relying 

on qualitative methods (Fletcher, De Massis, and Nordqvist, 2016). Also, in a literature 

review by Reay and Zhang (2014), the authors identified 78 articles from a possible 

656 in their sample that used qualitative methods. However, it has been argued that 

these studies do not capture the specific complexity and dynamics unique to family 

businesses (Nordqvist, Hall, and Melin, 2009). Moreover, qualitative studies have also 

been criticised to lack the kind of comprehensiveness which is needed to understand 

deeper insights into the financing nature of these organizations, hence the call for a 

pragmatic approach that considers both the quantitative and qualitative dimensions in 

family businesses (Leppäaho et al., 2016; Fletcher et al., 2016). Therefore, it is 

important to understand from a qualitative point of view how SEW impacts the 

relationship between entrepreneurial orientation and debt financing of family 

businesses in Nigeria taking into consideration the various factors which influence debt 

financing of the family business. It has been argued that factors such as the business 

size, business age, educational background of the family business owner, and gender, 

could also impact family firm debt financing (Mukiri, 2011; Mohammed et al., 2016). 

The use of figures to measure these factors alone may deny the researcher the 

opportunity to understand the subjective interpretation from the respondent’s point of 

view which will shape the outcome and final discussion of this study (Ivankova, 

Creswell, and Stick, 2006). Therefore, interrogating these issues from both dimensions 

will enrich this study since some of these issues can only be best understood through 
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personal experiences and accounts of the situation. Besides, research investigating 

the effect of factors that influence debt financing has yielded mixed and inconsistent 

conclusions. Also, there is a shortage of research examining the possibility that SEW 

moderates the relationships between entrepreneurial orientation and debt financing. 

From the above standpoint, it is adopted that the nature of this research lies between 

the positivist and the interpretivist paradigms which require the process of triangulation 

of methods to fully examine how entrepreneurial orientation influences debt financing 

of family businesses with due consideration to the moderating factor. Therefore, both 

quantitative research and qualitative research were required. With regard to model 

testing, it was planned to employ the positivistic paradigm. This was because highly 

structured and objective methods were able to assess whether the conceptual model 

could be accepted and generalised to the relevant population. On the other hand, 

qualitative research based on the interpretivistic paradigm was required for an in-depth 

understanding of the research problem from the Nigerian context (Gartner, 2010; 

Blundel, 2007). Practically, it is impossible for research to fit exactly with one 

orientation as a result of interrelation and interdependence between ontological and 

epistemological branches of the research paradigms. Apart from the methodology 

which is concerned with how to conduct research, both ontology and epistemology are 

the two ways concerned with how researchers think about the research paradigm. 

Each way of thinking in relation to the objectives and nature of the truth and 

relationship between the researcher and the study presents vital differences that will 

impact the thinking about the research processes. It is a widely held view that choosing 

paradigmatical assumptions will influence the selection of appropriate research 

approaches (Saunders et al., 2009). 

The philosophical paradigm is the building block of the research (Bryman, 2015). 

When selecting a research methodology, one must first consider the philosophical 

paradigm behind the research’s methodology, that is the ontological and 

epistemological stance (Bryman, 2015). Therefore, the philosophical positioning of the 

research must guide the choice of the methodology. The researcher’s ontological 

stance, the starting point of any research, affects the epistemological stance, which in 

turn affects the methodological choice, and the research methods and choice of 

sources of data (Easterby-Smith et al., 2012). Thereby, the core components of 
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research to consider include the ontological and epistemological underpinnings as well 

as the methodology (Grix, 2002). These three components are defined as the research 

paradigm, which guides the research endeavour (Morgan, 2007). In social research, 

ontological underpinnings aim to answer questions on what is the nature of social 

reality that is to be investigated (Hay, 2002). Therefore, ontology is concerned with the 

beliefs and assumptions that are made about the nature of social entities (Bryman, 

2015). Epistemology aims to answer questions on what and how can we know about 

a construct (Easterby-Smith et al., 2012; Holden and Lynch, 2004; Grix, 2002). 

Thereby, epistemology is concerned with the relationship between the researcher and 

what can be known as knowledge (Bryman, 2015). The researcher’s view of reality 

(ontology) and the true meaning the researcher ascribed to knowledge (epistemology) 

and its creation was fundamental to articulating and validating the research design for 

this study. The ‘what to study’ is the ontological question, concerning the social 

phenomenon under investigation, in which it sets the stage for the research. The ‘how 

to obtain knowledge’ is the epistemological question and is associated with the choice 

of the methodology. Therefore, the philosophical paradigm gives rise to the 

methodological choice of this research (Bryman, 2015). The next section will focus on 

a detailed discussion of the chosen research approach. 

 

6.1.2 Research Approaches  

A research approach can be described as the mode of enquiry for conducting research 

studies that relate to the view of the researchers on how to best create knowledge 

(Saunders et al., 2019; Creswell, 2014). The research approach is the process by 

which social science theories are generated, evaluated, and justified (Saunders et al., 

2019, p. 152; Gill and Johnson, 2002). It is a general orientation of the relationship 

between theory and research (Bryman and Bell, 2011, p11). Broadly, there are three 

major approaches to research: induction (for theory building), deduction (for theory 

testing), and Abduction. The induction which is qualitative in nature is used usually for 

theory building. While the deduction that is usually quantitative in nature is used for 

theory testing. These two approaches can be used to complement each other in any 

research and that becomes an abductive approach (Saunders et al., 2019; Bryman 

and Bell, 2011; Gill and Johnson, 2002). These three approaches are discussed 

below. 
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6.1.2.1 Inductive Approach  

An inductive approach is where data is collected, and a theory is developed from the 

data (Gill and Johnson, 2002). If research follows a sequence that starts with specific 

observations (data), followed by description and analysis of data to determine if there 

are patterns emerging as a basis for explaining what is observed (theory), the 

approach is said to be inductive. It is a bottom-up approach that develops theory from 

initial data (Burns and Burns, 2008; Bryman and Bell, 2011) (see Figure 6.2). In this 

sense, induction starts from the specific (observations) and proceeds to the general 

(theory). The inductive approach depends heavily on drawing inferences from 

observed data (Hall and Hall, 1996).  Inductive inference means drawing general 

conclusions based on a limited number of observations. It is assumed that what is 

valid for the observed cases may also be valid for the general population in that context 

(Bryman and Bell, 2011). However, since inference is not dependent on any premises, 

the discovery of new knowledge is unlimited. On the other hand, the weakness of 

induction is that it is difficult to state to what extent the findings can be generalized 

because of limitations in sample size. 

Fig 6.2: The Inductive Process  

 

 

 

 

 

 

 

 

 

 
 

Source: Burns and Burns (2008) 
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6.1.2.2 Deductive Approach  

A deductive approach is one where theory is developed and then tested using data. 

Unlike the inductive approach, the deductive approach reverses the sequence of the 

research process. This approach starts with using existing theory, developing 

hypotheses, collecting, and analysing data (observations) to test, refute or confirm the 

hypotheses (Saunders et al., 2019; Burns and Burns, 2008).  Thus, the deductive 

approach is a top-down strategy, working from the general (theory) to the specific 

(observation) (see Figure 6.3). Deductive inference means using formal logic to 

deduce conclusions from given premises (Bryman and Bell, 2011; Popper, 1959). The 

strength of deductive inference is that it helps researchers to determine whether their 

conclusions are valid or not. However, the weakness is that the deductive approach 

may not be able to provide an in-depth understanding of human behaviour, for 

instance, it may be not able to adequately answer the how and why questions of social 

phenomena.  

Fig 6.3: The Deductive Process  

 

 

 

 

 

 

 

 

 

 
 

Source: Burns and Burns (2008) 

 

 

6.1.2.3 The Abductive Approach  

The abductive approach is the combination of both the inductive and deductive 
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collecting data to explore a phenomenon, identify themes and explain patterns, to 

generate a new or modify an existing theory which subsequently is tested through 

additional data collection, the approach is said to be abductive (Saunders et al., 2019) 

(for detail see Table 6.1). Put simply, the abductive approach involves both theory 

building through the identification of patterns in an observed data using an exploratory 

study as well as confirming or rejecting a hypothesis through the process of testing. 

Scholars indicate that instead of moving from theory to data (in particular a deductive 

approach) or from data to theory (in particular, an inductive approach), the abductive 

approach moves back and forth in combining both approaches in a single study 

(Saunders et al., 2019). Further, Dubois and Gadde (2002) contend that both the 

inductive and the deductive approaches could be combined in research to compensate 

for the weaknesses identified in each other.  

 

Table 6.2 Deduction, Induction, and Abduction: from reason to research 

 Induction Deduction 
 

Abduction 

Logic In inductive inference, 
known premises are 
used to generate 
untested conclusions 

In deductive inference, 
when the premises are 
true, the conclusion 
must also be true.  
 

In an abductive inference, 
known premises are used 
to generate testable 
conclusions.  

 
Generalisability Generalising from the 

specific to the general  
 

Generalising from the 
general to the specific  
 

Generalising from the 
interactions between the 
specific and the general  

 
Use of Data Data collection is used 

to explore a 
phenomenon, identify 
themes and patterns 
and create a 
conceptual framework.  
 

Data collection is used 
to evaluate 
propositions or 
hypotheses related to 
an existing theory  

Data collection is used to 
explore a phenomenon, 
identify themes and 
patterns, locate these in a 
conceptual framework 
and test this through 
subsequent data 
collection, and so forth.  

 
Theory Theory generation and 

building 
Theory falsification or 
verification  

Theory generation or 
modification; incorporating 
existing theory where 
appropriate, to build new 
theory or modify existing 
theory.  

 

Source: Saunders et al. (2019) 
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6.1.2.4 Justification for Research Approach  

A deduction is generally associated more with positivism and induction with 

Interpretivism. However, some scholars contend that this classification is potentially 

misleading and of no real practical value (Saunders et al., 2019). Besides, pragmatic 

perspectives suggest that it is possible for a research cycle to emerge where 

conclusions of an inductive approach (theory building) can be further evaluated to 

confirm the findings using the deductive approach (theory testing). On the other hand, 

it is also possible that a deductive study may discover some unexpected and hard-to-

explain results which could then be explored by employing an inductive approach 

(Creswell and Creswell, 2018; Burns and Burns, 2008). Creswell (2014) suggests 

criteria to determine whether a research problem should be tackled inductively or 

deductively or both. Firstly, for subjects that are new and on which there is scant 

literature, it may be more appropriate to work inductively by generating data, analysing 

it, and reflecting on the theoretical themes the data suggests. However, a topic in 

which there is a lot of literature from which one can define a theoretical framework and 

hypotheses lends itself more to a deduction.  Secondly, the time available may also 

be an issue. Inductive research can be more protracted while deductive research can 

be quicker. Finally, the needs, interests, preferences, and practicalities for 

stakeholders should be another guide for the decisions (Saunders et al., 2019; 

Buchanan and Bryman, 2009).  

For the current research, after conceptualizing a model based on extant literature, a 

deductive quantitative approach was necessary for model testing. At the same time, it 

was necessary to have an in-depth understanding of the research issues since the 

Nigerian context is under-researched. Based on the research philosophy adopted 

above, the deductive and inductive approach was used for this study. As pointed out 

by Saunders et al., (2019) these approaches could strengthen the research process 

through the adoption of both theory generation and theory testing approaches. This is 

because the two are known to be complementary to each other. Through these 

approaches, the various qualitative issues regarding the impact of SEW on the 

relationship between entrepreneurial orientation and debt financing of family 

businesses have also been explored. 



125 | 337 

 

6.1.3 Research Strategies   

There seems to be no single approved method or strategy for exploring a research 

question. There are many factors that determine which method to be used for a study. 

The reality of knowledge itself and what can be known about it (ontology); the type of 

knowledge being sought and how it can be acquired (epistemology); the purposes and 

goals of the study; the characteristics and the contextual environment of the study 

area; the researcher’s own philosophy (whether positivism, Interpretivism, realism, 

and pragmatism), resources available for the study; and the academic background of 

the researcher are some of the factors to be considered (Creswell, 2014). Research 

strategy involves numerous assumptions of skills and practices which researchers 

intend to use to move from paradigm to the empirical world and specific research 

methods. The strategy of inquiry links researchers with specific approaches and 

methods for collecting and analysing empirical data (Denzin and Lincoln, 2011). 

Bryman and Bell (2011, p.26) define research strategy as a general orientation to the 

conduct of social research and it can either be a qualitative or quantitative strategy or 

both. While some scholars argue that qualitative/quantitative research classification is 

ambiguous, not useful, or even false (Layder, 1993), others insist that the classification 

is very informative (Saunders et al., 2019:2009). Thus, any strategy chosen provides 

a specific direction for the methods and techniques to be used in data collection and 

analyses (Saunders et al., 2019; Creswell, 2014). The various strategies are briefly 

explained below. 

 

6.1.3.1 Quantitative and Qualitative Strategies   

The quantitative research strategy emphasises quantification (numbers) in the 

measurement, collection, and analysis of empirical data. This may require a deductive 

approach where the focus is theory testing (Bryman 2016; Saunders et al., 2019, 

p.176). As a research strategy, it is deductivist and objectivist and incorporates a 

natural science model of the research process (in particular, one influence by 

positivism). This strategy not only incorporates the practices and norms of the natural 

scientific model but also embodies a view of social reality as an external, objective 

reality. According to Punch (2013), one major advantage of the quantitative strategy 

is that the findings of the research which is based on a sample could be generalized 

to a larger population. This implies that the knowledge gained from the sample of a 
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study can benefit the larger population. Conversely, qualitative research is a strategy 

that emphasises narrative words rather than quantification in the collection and 

analysis of data (Bryman 2016, p.31). This predominantly relies on an inductive 

approach where the focus is on theory generation/building. This strategy rejects the 

practices and norms of the natural scientific model. Instead, the strategy emphasises 

how individuals interpret their social world. This strategy incorporates a view of social 

reality as a constantly shifting emergent property of individuals’ creation (Bryman and 

Bell, 2011). Hence, it stresses the importance of understanding social phenomena 

through gathering subjective viewpoints or meanings held by relevant individuals. 

 

6.1.3.2 Mixed Methods Strategies   

A mixed-method strategy is a situation where both the qualitative and quantitative are 

combined in a single study (Bryman and Bell, 2011). Mixed methods strategies 

emerged in the 1950s’ when scholars used multimethod to validate psychological traits 

(Creswell, 2014; Jick, 1979; Campbell and Fiske, 1959). The recognition that 

qualitative and quantitative strategies should be viewed as complementary rather than 

rival camps led to the preference for mixed methods, given the strengths and 

weaknesses inherent in every single method (Denzin and Lincoln, 2011; Tashakkori 

and Teddlie, 2010; Webb et al., 1966; Jick, 1979, p.602). Mixed methods strategies 

can be employed for illustration, convergent validation, or the development of analytic 

density or richness (Fielding, 2012; Fielding, 2010; Fielding and Fielding, 2008). This 

form of the research strategy is usually described as one of convergent methodology, 

multimethod/multitrait (Campbell and Fiske, 1959), convergent validation or, what has 

been called "triangulation" (Webb et al., 1966). Triangulation is broadly defined by 

Denzin (1978, p.291) as "the combination of methodologies in the study of the same 

phenomenon." While triangulation is initially understood as a validation strategy, 

broadly, four different forms are available. 

• Data triangulation: gathering and comparing different types of data from 

different sources e.g., data about the same phenomenon from different 

stakeholder groups may be collected at different times and social situations.  

• Investigator triangulation: the use of more than one researcher to gather and 

interpret data so as to balance out the subjective influences of individuals.  
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• Theoretical triangulation: the use of more than one theoretical position in 

interpreting data; and,  

• Methodological triangulation: the use of more than one method for data 

collection. 

Amongst these forms of triangulation, methodological triangulation best describes the 

term ‘triangulation’ (Hussein, 2009). This is so because method triangulation occurs 

during the research design and data collection stage (Hussein, 2009). However, the 

type of triangulation applied is dependent on the type of research. Broadly, there are 

two uses of methodological triangulation. Firstly, triangulation can be the combination 

of two different methodologies in a study of research objects. As Webb et al. (1966) 

argued, once a proposition has been confirmed by two or more independent 

processes, the uncertainty of its interpretation is greatly reduced. Convergence or 

agreement between two methods enhances researchers’ belief that the results are 

valid and not a methodological artifact (Bouchard, 1976, p.268). However, if the results 

between the two methods are divergent, this raises additional research issues to be 

investigated. This kind of triangulation is labeled by Denzin (1978, p.302) as the 

"between (or cross) methods" type and represents the most popular use of 

triangulation (Jick, 1979, p.602). Secondly, another use of methodological 

triangulation is "within-method” (Denzin, 1978, p.301). This entails the use of multiple 

techniques within a given method to collect and interpret data. For instance, for 

quantitative methods such as survey research, this can take the form of multiple scales 

or indices focused on the same construct. For qualitative methods such as participant 

observation, this may entail observing multiple groups whose results can be 

compared. This helps the researcher to develop more confidence in the emergent 

theory (Glaser and Strauss, 1965). In short, "within-method" triangulation essentially 

involves cross-checking for internal consistency or reliability while "between-methods" 

triangulation tests the degree of external validity (Jick, 1979, p.603). To implement 

“between-methods” triangulation, Creswell (2009, 2014) proposes three core 

alternative strategies: 

Convergent/Concurrent Triangulation Strategy  

The concurrent triangulation strategy is viewed as the most common of the major 

mixed methods paradigms. This strategy involves collecting both quantitative and 
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qualitative data simultaneously and then comparing the results to determine if there is 

convergence or difference (see Figure 6.4). This comparison is also known as 

confirmation, disconfirmation, cross-validation, or corroboration (Creswell and 

Creswell, 2018; Creswell, 2014: 2009; Morgan, 2007). The overall purpose is to 

provide comprehensive analyses of the research problem by comparing integrated 

information during the interpretation of the overall results. The concurrent triangulation 

approach has the potential to result in well-validated and substantiated findings 

(Creswell and Creswell, 2018). However, this strategy has limitations. First, to 

adequately study two separate methods great effort and expertise are required. 

Second, comparing results derived from two analyses using data of different forms 

can be complex. Finally, there may be problems in resolving any discrepancies that 

occur in comparing results (Creswell and Creswell, 2018). 

 

Figure 6.4 Convergent/Concurrent Triangulation Strategy 

 

 

 

 

 

 

Source: Creswell and Creswell (2018) 
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sequential explanatory design uses the collection and analysis of qualitative data to 

explain and interpret quantitative results. The main weakness of this design is the 

length of time involved in data collection, with the two separate phases. This is 

especially a drawback if the two phases are given equal priority (Creswell, 2009).  

Figure 6.5 Explanatory Sequential Triangulation Strategy 
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Source: Creswell and Creswell (2018) 

 

Exploratory Sequential Triangulation Strategy 

The sequential exploratory strategy uses a similar two-phase approach to the research 
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instance, the qualitative data and analysis preceded the quantitative data and analysis 

(See Figure 6.6). The main aim of this strategy is to first explore a phenomenon, then 

quantitatively test elements of an emergent theory resulting from the qualitative phase 

so that qualitative findings can be generalized (Creswell and Creswell, 2018; Morgan 

2007). According to Creswell (2009), the exploratory sequential strategy has many of 
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Figure 6.6 Exploratory Sequential Triangulation Strategy 
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Source: Creswell and Creswell (2018) 

 

6.1.4 Justification for the Triangulation Strategy  

Based on the underlying pragmatic philosophical assumption for this study, the mixed 

strategy based on explanatory sequential triangulation strategy was used to examine 

the impact of SEW on the relationship between entrepreneurial orientation and debt 

financing of family businesses in Nigeria (Creswell, 2014; Morgan, 2007). Thus, the 

study adopts both quantitative and qualitative strategies in this study. The strategy 

was intended for model testing and an in-depth understanding of phenomena 

(Creswell and Creswell, 2018; Creswell, 2014). In the extant literature exploring debt 

financing in family businesses such as Koropp, Grichnik, and Kellermanns (2013); 

Molly, Laveren, and Jorissen (2012); Molly, Laveren, and Deloof (2010); Schulze et al. 

(2003); Santos et al. (2014); psillaki and Eleftheriou (2015); Schmid (2013), most 

studies were conducted using experimental, quasi-experimental research and survey 

designs which are all quantitative in nature using either cross-sectional or longitudinal 

data. On the other hand, other studies such as Kotlar and De Massis (2013); De 

Massis et al. (2015); Hall and Nordqvist (2008); and Salvato (2010) were observed to 

adopt the qualitative strategy in conducting such studies.  

A review of the methodological approaches of the above studies reveals that the 

researchers have adopted either the quantitative or qualitative analysis even though 

different statistical methods or data analysis were used. However, most debt financing 

research which employed mainly quantitative methods including econometrics 

analysis has been criticised for not capturing the context and dynamics involved in 

debt financing (Michiels and Molly, 2017; Nordqvist, Hall, and Melin, 2009). Also, when 

qualitative methods are used, these studies tend to examine only segments that lack 
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the kind of comprehensiveness which is needed to understand deeper insights into 

the debt financing nature (Leppäaho et al., 2016). A mixed strategy is therefore 

preferred in undertaking a study of this nature where both quantitative and qualitative 

dimensions are effectively explored to address the research problem (Creswell, 2014). 

It is preferred because debt financing can be a critical part of a firm's growth. 

Furthermore, since the contribution of family businesses to poverty reduction, income 

redistribution, and employment can be multidimensional, mixed method is best suited 

to understand the factors that influence debt financing of the family business 

particularly in a less developed environment like Nigeria. Therefore, this study adopts 

the mixed methods based on an explanatory sequential triangulation strategy to 

examine the impact of SEW on the relationship between entrepreneurial orientation 

and debt financing of family businesses in the Southwest and Northcentral geopolitical 

zones of Nigeria. 

Fielding (2012) argues that the mixed strategy should be adopted for the purposes of 

illustration, convergent validation, or for ‘richness' of a study. Considering the 

complexities of debt financing research of this nature, the mixed strategy is more 

appropriate to answer the research questions of this study. Thus, the quantitative data 

was collected in the first instance and the qualitative data collection followed after the 

quantitative data collection. Ethnography, case study, phenomenology, and grounded 

theory are the common qualitative research designs, which may be suitable for the 

qualitative components of the mixed methods study (Creswell and Poth, 2016). 

However, to have a rich and in-depth understanding of the impact of SEW on the 

relationship between entrepreneurial orientation and debt financing of the family 

business a qualitative case study research paradigm was used. Moreover, 

phenomena within their context are better examined and understood using qualitative 

data (De Massis and Kotlar, 2014; Yin, 2009; Yin, 2018). In addition, De Massis and 

Kotlar (2014) encourage family business scholars to use case studies in family 

business research. Gerring (2016) highlighted the strength of a case study as a 

helpfully suitable research design for the exploration of the phenomenon in real-life 

situations. A case study could provide complementary confirmation to clarify the 

outcome of the quantitative study. The case study design is popular in business 

research and allows the researcher to preserve meaningful features of life in the 

natural setting. Further, Yin (2009) suggested that a case study could provide a 
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foundation for noteworthy enlightenments and generalizations. The idiosyncratic 

necessity for the use of case studies becomes pertinent as a result of the aspirations 

to comprehend multifaceted phenomena (Yin, 2009; De Massis and Kotlar, 2014). The 

two processes are explained in detail below. 

Firstly, because there was existing literature from which a conceptual model and 

hypotheses could be developed, the quantitative study was deemed appropriate for 

testing the model underpinning this study. The self-administered questionnaire was 

used to collect data from the family businesses (Appendix 6.2). The assumption being 

hypothesised for this study, which requires the use of quantitative strategy, is that 

SEW has an impact on the relationship between entrepreneurial orientation 

dimensions and debt financing of family businesses. With the quantitative study, the 

study was able to establish the role of SEW as a possible moderator on the 

relationships between the five individual entrepreneurial orientation dimensions and 

debt financing of family businesses. Thus, the proposed model was tested using the 

quantitative strategy. The use of the quantitative strategy is therefore justified to be 

appropriate for this study. In effect, the quantitative strategy helped in providing 

answers to the question “what is the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing of family businesses?” 

Secondly, qualitative data collection was required to provide an in-depth 

understanding of the research issues from the under-researched Nigeria context 

(Creswell, 2018). To facilitate qualitative data collection, insights based on the 

knowledge and experiences of selected family business owners were sought through 

face-to-face interviews, as a research method. The interviews were facilitated by a 

semi-structured questionnaire as a data collection instrument (Appendix 6.3). One 

advantage of interviews is the likelihood of collecting ample information, as well as 

allowing the interviewer to clarify any responses. However, one disadvantage is the 

limited number of interviews one can have due to various resource constraints 

(Creswell and Creswell, 2018; Creswell, 2014). The qualitative data helped the 

researcher to have a rich and in-depth description of the influence of entrepreneurial 

orientation on the debt financing of family businesses. Apart from finding out the 

influence of entrepreneurial orientation on debt financing of family businesses, the 

study also wanted to find out the views of the owners of the family business on the 

impact of SEW on the relationship between entrepreneurial orientation and debt 
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financing of the family business. The quantitative strategy was unable to explain why 

and how SEW impacts the relationship between entrepreneurial orientation and debt 

financing of family businesses. This, therefore, demands the use of the qualitative 

approach to provide further explanation of the outcome of the quantitative study. In 

effect, the qualitative approach helped in addressing the “how” of the research 

question. Specifically, how SEW impacts the relationship between entrepreneurial 

orientation and debt financing of family businesses. In summary, the research design 

of this study is pragmatism which uses both deductive and inductive approaches 

through a survey and face-to-face interviews. it was believed that through the 

explanatory sequential triangulation strategy, the combined research results may 

provide a deeper and broader understanding of debt financing and the associated 

factors (Fielding, 2012; Fielding and Fielding, 2008; Stevenson and Jarillo, 2007; Van 

Burg and Romme, 2014).  

The sequential explanatory triangulation strategy provided an opportunity to address 

the confirmatory and explanatory research question. The sequential explanatory 

triangulation strategy was suitable for understanding the research problem because 

the study requires the collection of numeric and non-numeric data to examine and 

answer the research questions. The sequential explanatory triangulation strategy 

emphasizes the quantitative segment (Creswell and Clark, 2017). The quantitative 

segment of this study defined the focus of the qualitative phase. The goal of the study 

is to emphasize the quantitative segment and use the qualitative component to deepen 

understanding of the findings.  On the contrary, a sequential exploratory triangulation 

strategy emphasizes the qualitative segment of a study. This approach would not 

adequately address the research questions. A sequential exploratory triangulation 

strategy was not selected because the sequential explanatory triangulation strategy 

best addressed the research questions, guided the research, and was suitable for 

testing the hypotheses. Figure 6.7 below summarises the research procedure. 
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Part 1: Problem Discovery and Problem Definition (Statement 

of research aims and objectives 

 (Chapter 1,2,3, and 4) 

 

❖ Statement of research objectives (Chapter 1) 

❖ Research context and justification (Chapter 2) 

❖ A Detailed review of existing literature on family 

business definition, SEW, EO, and debt financing 

(Chapter 3 and 4) 

Part 2: Theoretical perspective and Research procedure of the 

study (Chapter 5 and 6) 

❖ Review of theories of the family business  

❖ Development of conceptual model hypothesising the 

role of SEW on the relationship between EO and debt 

financing 

❖ Selection of basic research method 

Part 3: Data Analysis (Chapter 7-8) 

Quantitative analysis (chapter 

7) Hierarchical regression 

analysis 

 Qualitative analysis (Chapter 

8) 10 in-depth semi-structured 

interview 

  

Part 4: Conclusion and recommendation (Chapter 9) 

❖ Summary of the significant findings 

❖ Contribution to knowledge 

❖ Limitation and recommendation for future research 
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6.2 The Research Setting and the justification  

This study is designed to assess the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing of family businesses in Lagos State, 

Southwest and Kwara State, Northcentral geopolitical zones of Nigeria which are part 

of the six geopolitical zones of Nigeria. Two main reasons justify the choice of the 

geopolitical as the location for this study. Firstly, the focus on the two geo-political 

zones was predicated upon the fact that it is the commercial center of Nigeria 

(SMEDAN, 2017), hence, it houses businesses owned and managed by families that 

have emigrated from around the nation. Furthermore, the most recent nationwide 

survey jointly conducted by NBS and SMEDAN confirms that family businesses in 

Nigeria are dominant in the two geo-political zones of Nigeria which serves as the 

market centre for many businesses (SMEDAN 2017). These businesses ranging from 

trading, hospitality services, transport, and distribution services, as well as the sale of 

building materials, are located in these two geo-political zones.  Although there are six 

geo-political zones, data could only be collected in two geo-political zones because of 

the conflict and violence across the other geopolitical zones of Nigeria (Abdul, Emily, 

and Heidi, 2018). These regions could not be accessed for the purpose of data 

collection. This also provides a justification for the choice of this region. Therefore, 

looking at the reasons provided above, this study finds it justifiable and worthy of 

investigating the impact of SEW on the relation between entrepreneurial orientation 

and debt financing of family businesses in these two states in Nigeria. 

6.2.1 Population and Samples  

 
The principal purpose of this study was to investigate the effect of SEW on the 

relationships between entrepreneurial orientation and debt financing of family 

businesses. As discussed in Chapter 2 debt financing is a major problem for Nigerian 

family businesses and there is a need to explore factors that influence debt financing 

in order to understand how to promote the creation of new family businesses as well 

as to reduce the failure rate of family businesses in Nigeria. The high failure rate of the 

family business in Nigeria is an impediment to the sustainability of economic growth 

necessary to create wealth and reduce poverty and unemployment. However, in the 

absence of a database of family businesses in Nigeria, the family business owners 

operating in Lagos States, Southwest and Kwara State, Northcentral geopolitical 
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zones of Nigeria were the proxy population. The absence of databases is 

understandable, considering the nature of the sector which is characterised by 

informal business processes that are generally devoid of public records and scrutiny.  

According to Denzin and Lincoln (2011), a research population refers to the totality of 

all subjects with similar characteristics that conform to the specifications of a study. 

Alternatively, Fowler (2013) defines a research population as the total elements from 

which data is drawn regarding a study and this can include individuals and 

organizations. Burns and Grove (2001) take a broad perspective by defining a 

research population as all the elements that meet the eligibility criteria to be included 

in a piece of study.  Therefore, the population for this study refers to the family 

businesses operating in Lagos States, Southwest and Kwara State, Northcentral 

geopolitical zones of Nigeria. 

 

6.2.2 Unit of Analysis  

A unit of analysis in this research refers to the level of combined data collection during 

the subsequent data analysis stage (Sekaran, 2003). A unit of analysis is an important 

element from which data is obtained for a study. Also, a unit of analysis is the main 

group of elements that are selected from the sample for a research study (Kumar, 

2019). The unit of analysis for this study, therefore, is family business and the various 

aspects which are being studied. This is a study of family business defined as a 

business in which more than 50 percent of the voting shares are controlled by one 

family, and/or a single-family group effectively controls the business, and/or a 

significant proportion of the senior management is members from the same family 

(Wang, 2016; Miller et al., 2008). Therefore, the unit of analysis will be at the 

organisation or firm level, the family business itself. This is in line with previous 

research on family business survival in terms of entrepreneurship (e.g., Naldi et al., 

2007; Craig and Moores, 2006; Daily and Dollinger, 1992; Donckels and Frohlich, 

1991). Furthermore, this current research involves multiple cases of family 

businesses, so using firm-level as the unit of analysis seems as appropriate as it did 

to the earlier researchers such as Naldi et al. (2007), Craig and Moores (2006), and 

Daily and Dollinger (1992). Therefore, this study used the family business as the unit 

of analysis, as the concept of entrepreneurial orientation and its dimensions operate 

at the firm level. 
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6.2.3 Sampling Criteria   

The sampling criteria state the specific characteristics that must be possessed by the 

elements in the population to be included in the study (Denzin and Lincoln, 2011). 

According to Burns and Grove (2007), the characteristics for inclusion delimit the 

research population of interest. Therefore, to meet the aims and objectives of this 

study, the family business must have specific characteristics. For a family business to 

be included in this study, they must have met all the following features:  

1) The business selected must be a family business 

2) Must be operating in the Southwest or North Central geopolitical zone of 

Nigeria 

3) Must have been in business operation for not less than two years 

4) Must have either registered with the District/Municipal Council or with the 

business membership organisations (MBOs) such as SMEDAN.  

 

6.2.4 Sampling Technique  

 
Sampling is defined as the process by which a suitably reasonable number of 

individuals or research elements are selected and studied to establish a research 

outcome regarding the entire population under consideration for a study (Frey et al., 

2000). Sampling allows researchers to draw conclusions about the population by 

selecting units that are representative of the population (Maylor and Blackmon, 2005).  

Put simply, sampling is the method by which the sample of the population is selected 

to be a true representative of the entire population for a study.  There are two principal 

types of sampling: probability and non-probability sampling (Saunders et al., 2019; 

2009; Blumberg et al, 2008; Maylor and Blackmon, 2005). Probability sampling means 

that all the elements in the population have the same probability or chance of being 

included in the sample (Saunders et al., 2019; Blumberg et al., 2008). Typical 

techniques that have been applied in previous research are simple random, stratified 

random, systematic, and cluster. Non-probability sampling has no assurance that 

every element has some chance of being included in the sample. In other words, the 

elements do not have a known or predetermined chance to be selected in the sample. 

Typical techniques that have been applied in previous research are purposive 

sampling, quota sampling, convenience sampling, and snowball sampling (Saunders 

et al., 2019; Blumberg et al., 2008; Bryman and Bell, 2007). Figure 6.4 shows the 
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various techniques associated with the two sampling methods (i.e., probability 

sampling and non-probability sampling). Considering the different types of sampling 

and their techniques, this research adopts the non-probability sampling method. The 

purposive sampling and snowball sampling methods were adopted due to the lack of 

a representative sample frame. 

 

 

Figure 6.8 Types of Sampling and Sampling Techniques 

 

Source: Saunders et al. (2019, p. 297) 

 

 

6.2.5 Research Sample Selection   

The sample for the preliminary study was selected from the family businesses 

operating in Lagos State, Southwest and Kwara State, Northcentral geopolitical zones 

of Nigeria. Purposive sampling and Snowball sampling were adopted to obtain 

valuable information relevant to this study. Purposive sampling means the researcher 

aims to seek out businesses in the nature of study, locating certain predefined type of 

business e.g., family business owners in Lagos states and Kwara States. The concept 

of purposive sampling means that the researcher selects participants for the study 

because they can purposefully inform an understanding of the research problem and 

central phenomenon in this study (Creswell and Poth, 2016). A snowball sampling 

technique was also used by asking participants to make suggestions about and 

introduce the researcher to potential participants. A maximum variation strategy was 
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employed (business sectors, business size, and business age) as a supplement to the 

snowball approach (Creswell and Creswell, 2018). Patton (2015, p.298) describes 

snowball sampling as a strategy for “locating information rich key informants or critical 

cases” using knowledgeable or influential individuals to nominate potential 

interviewees. Furthermore, Patton (2015) highlights that the first task is to ask eligible 

individuals who are knowledgeable about the subject being investigated for referrals 

to the potential participants who can participate in the study. Farquharson (2005, 

p.347) articulates the logic of snowball sampling in the following terms: This technique 

assumes that groups of influential in a given field are interconnected, that members 

know each other, either personally or by reputation so that if you ask them who the 

key people in the field are, they will know. According to Bryman and Bell (2007), a 

snowball sample is used to contact potential participant(s) for whom there is no 

sampling frame. The snowballing approach was used to generate a list of participants 

from family businesses and other stakeholders of the informal sectors such as officials 

of agencies that have oversight over and also interface with family businesses. 

The choice of snowball sampling was based on the challenge of access to potential 

participants which is attributable to the absence of databases about family businesses 

in Nigeria. The absence of databases is understandable, considering the nature of the 

family business which is characterised by informal business processes. Employing the 

snowball sampling strategy helps to mitigate the challenge of access to potential study 

participants which is a critical issue that significantly impacts the trustworthiness of 

qualitative studies. In each location, a key informant was contacted with whom the 

referral process was initiated and developed into a snowball of participants. 500 self-

administered questionnaires were sent out in August 2019, 405 fully completed 

questionnaires were retrieved generating a response rate of 81%. Overall, for the 

quantitative study, 405 family businesses were engaged in this study mainly through 

referrals from members of Business Membership Organisations (MBOs), the business 

community generally and, government agencies. This is in line with previous studies 

as the average sample size of quantitative studies using primary data published in the 

Journal of Business Venturing (JBV) was 351 between 2001 and 2006 (Mullen et al., 

2009). For the qualitative part of the research, 10 family business owners were also 

interviewed. 
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6.2.6 Sources and Type of Data  

Both the quantitative and qualitative data used in this study were from primary sources. 

The primary data for the quantitative study was sourced from the 405 family 

businesses in the Lagos State, Southwest, and Kwara State, Northcentral geopolitical 

zones of Nigeria using a self-administered questionnaire. For the qualitative study, 10 

family business owners in the two regions were also interviewed using a face-to-face 

interview. Primary data are usually used to investigate a new research problem. In 

other words, primary data helps to investigate a new research phenomenon with a 

new approach. According to Saunders et al. (2019), primary sources are the records 

or events where original data are obtained for a study. 

 

6.2.7 Internal and External Validity in Quantitative and Qualitative Research  

With the explanatory sequential triangulation strategy adopted for this research, both 

internal and external validity was checked. According to LeCompte and Goetz (1982), 

internal validity considers whether there is a good match between the researcher’s 

observations (data) and the theoretical ideas they develop. Internal validity is a 

particular strength of qualitative research because transcripts of interviews, especially 

if they are confirmed by the participants, provide a basis for checking the level of 

congruence between concepts and observations. On the other hand, external validity 

refers to the degree to which the findings can be generalised across a social setting 

(Guba and Lincoln, 1994; LeCompte and Goetz, 1982). LeCompte and Goetz (1982) 

contend that, unlike internal validity, external validity presents a problem in qualitative 

research because of the tendency to employ small samples. In this study, the sample 

for qualitative research represented a diverse range of family businesses in the social 

setting. A sample of 10 participants family businesses still presents an external validity 

problem. However, this problem is addressed through the quantitative study which had 

a large sample of 405 for the survey. Therefore, the current study achieves internal 

validity through qualitative research and external validity through quantitative 

research. 

 

 



141 | 337 

 

6.3 Measurements and Scales – Quantitative Study  

Items comprising the constructs for the quantitative study were believed to have 

content validity based on three reasons. Firstly, construct items were adopted or 

adapted from prior studies such as Berrone et al. (2012), Covin and Slevin (1989), 

Hughes and Morgan (2007), Chua et al. (2011), and Zampetakis et al. (2011). 

Secondly, the construct items were further filtered through extensive discussions with 

researchers in the field and where necessary rephrased. Finally, following survey data 

collection, the constructs were further assessed for validity through principal 

component analyses using SPSS (Saunders et al., 2019; 2009). There are two major 

advantages of adopting measures from prior studies. Firstly, the questions have 

already been tested for reliability and validity. Secondly, findings in subsequent 

research employing the same constructs can be compared to prior studies (Gartner, 

1989; Mullen et al., 2009). 

 

6.3.1 Perspectives on Measurement of debt financing and its Determinants  

To begin with, debt financing is one of the most important sources of external financing 

for family businesses in most countries (Romano et al. 2001). When family businesses 

consider using external sources of financing, debt financing remains by far the most 

preferred funding option for family firms (Michiels and Molly, 2017; Burgstaller and 

Wagner, 2015; Koropp et al., 2013; Croci et al., 2011; Poutziouris, 2001; Romano et 

al., 2001). Besides, several studies have shown that debt financing influences the 

growth of family businesses (Moreno and Casillas, 2008; Wiklund and Shepherd, 

2005). The current study used perceptual measures in line with the proposition that an 

effective entrepreneurial orientation may be a good predictor of business access to 

debt financing (Zampetakis et al., 2011; Wiklund and Shepherd, 2005). This also 

resonates with the proposition that businesses using debt in their capital structure are 

more likely to survive and grows faster (Cole and Sokolyk, 2018; Molly et al., 2018; 

Chua et al., 2011). Furthermore, scale measures were used because the amount of 

debt financing might vary from business to business. Perhaps, it might even vary for 

the same business at different points of time depending on circumstances (Chua et 

al., 2011; Scherr et al., 1993). Based on the foregoing considerations, Likert scales 

were adopted for the dependent variable debt financing, the entrepreneurial 
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orientation dimensions, and the SEW. Tables 6.3 to 6.7 report the measures 

adopted/adapted. Each of the scales comprised a set of items depicting the construct 

from different angles. For the debt financing, a 7-point Likert scale was used, ranging 

from 1 (you strongly disagree with the item in relation to your business) to 7 (you 

strongly agree with the item in relation to your business). For the SEW, a 5-point Likert 

scale was used, ranging from 1 (you strongly disagree with the item concerning your 

business) to 5 (you strongly agree with the item in relation to your business). For the 

entrepreneurial orientation item, the current study followed the practice in prior 

research by using a 7-point Likert scale ranging from 1 (complete agreement with the 

statement on the left side of the scale) to 7 (complete agreement with the statement 

on the right side of the scale). In summary, the items used in the survey questionnaire 

were meant to measure the following: 

 

Dependent Variables (Table 6.3) 

 • Bank Loan.  

Independent Variables – entrepreneurial orientation dimensions (Table 6.4)  

• Risktaking.  

• Innovativeness 

• Proactiveness.  

• Competitive aggressiveness; and  

• Autonomy.  

Moderating Variables – Socioemotional Wealth (Table 6.5) 

Control Variables  

• Business size 

• Business age.  

• Gender (male/female); and  

• Level of education 
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Table 6.3- Items on debt financing  

Bank loan                                                                                               Chua et al., 2011 

Amount of debt capital compared to major Competitors in the Industry (bank_loan) 

 

Table 6.4- Items on Entrepreneurial Orientation dimensions 

Risk-taking (Covin and Slevin, 1989; Lumpkin and Dess,1996; Hughes and Morgan, 2007) 

In general, the top managers of my firm believe that due to the nature of the environment, it is best 

to explore it carefully and gradually to achieve the firm’s objectives as opposed to using bold, wide-

ranging acts to achieve the firm’s objectives (RiskQ1) 

In general, the top managers of my firm have a strong proclivity for low-risk projects (with normal and 

certain rates of return) as opposed to a strong proclivity for high-risk projects (with chances of very 

high returns. (RiskQ2) 

When confronted with decision-making situations involving uncertainty, my firm typically adopts a 

cautious, ‘wait-and-see’ posture to minimise the probability of making costly decisions as opposed to 

typically adopts a bold, aggressive posture (RiskQ3) 

 

Innovativeness 

In general, the top managers of my firm favour a strong emphasis on the marketing of tried-and-true 

products or services as opposed to a strong emphasis on R&D, technological leadership, and 

innovations (InnoVQ1) 

No new products or services have been marketed in the past five years as opposed to very many 

new lines of products or services having been marketed in the past five years (InnoVQ2) 

In my firm, changes in products or services have been mostly minor as opposed to changes in 

products or services having usually been quite dramatic (InnoVQ3) 

 

Proactiveness 

In dealing with its competitors, my firm typically responds to actions which competitors initiate as 

opposed to initiating actions which competitors then respond (ProActQ1) 

In dealing with its competitors, my firm is very seldom the first business to introduce new 

products/services, administrative techniques, operating technologies, etc. as opposed to often being 

the first business to introduce new products/ services (ProActQ2) 

In dealing with its competitors, my firm typically seeks to avoid competitive preferring a “live-and-let-

live” posture as opposed to adopting a very competitive, “undo-the-competitors” posture (ProActQ3) 

 

Competitive Aggressiveness 

Our business is very aggressive and intensely competitive to take business from the competition as 

opposed to our business makes no special effort to take business from the competition (CAQ1) 
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In general, our business takes a bold or aggressive approach when competing as opposed to taking 

a cautious approach when competing (CAQ2) 

Our business tries to undo and out-maneuver the competition as best as we can as opposed to 

making no effort to out-maneuver the competition (CAQ3) 

 

Autonomy 

The top manager plays a major role in identifying and selecting the entrepreneurial opportunities our 

business pursues as opposed to employee initiatives and inputs playing a major role in identifying 

and selecting the entrepreneurial opportunities (AtnmyQ1) 

Individual and/or teams pursuing business opportunities make decisions on their own without 

constantly referring to their supervisors as opposed to individual and/or teams pursuing business 

opportunities have to obtain approval from their supervisors before making decisions (AtnmyQ2) 

There is support for the effort of individuals and/or teams that work autonomously as opposed to 

there is support for the idea of requiring individual and/or teams to rely on senior managers to guide 

their work (AtnmyQ3) 

 

Table 6.5- Items on Socioemotional wealth 

Family Control and Influence                                           Berrone et al. (2012) 

The majority of the shares in my family business are owned by family members (F1Q1) 

In my family business, family members exert control over the company’s strategic decisions(F2Q2) 

In my family business, most executive positions are occupied by family members(F3Q3) 

In my family business, nonfamily managers and directors are appointed by family members (F4Q4) 

The board of directors is mainly composed of family members(F5Q5) 

Preservation of family control and independence are important goals for my family business (F6Q6) 

 

Identification of Family Members with the Firm 

Family members have a strong sense of belonging to my family business (I1QI) 

Family members feel that the family business’s success is their own success (I2Q2) 

My family business has a great deal of personal meaning for family members (I3Q3) 

Being a member of the family business helps define who we are (I4Q4) 

Family members are proud to tell others that we are part of the family business (I5Q5) 

Customers often associate the family name with the family business’s products and services (I6Q6) 

 

Binding Social Ties 

My family business is very active in promoting social activities at the community level (B1Q1) 

In my family business, nonfamily employees are treated as part of the family (B2Q2) 

In my family business, contractual relationships are mainly based on trust and norms of reciprocity 

(B3Q3) 
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In my family business, contractual relationships are mainly based on trust and norms of reciprocity 

(B3Q3) 

Building strong relationships with other institutions (i.e., other companies, professional associations, 

government agents, etc.) is important for my family business (B4Q4) 

Customers often associate the family name with the family business’s products and services (B5Q5) 

 

Emotional Attachment of Family Members 

Emotions and sentiments often affect decision-making processes in my family business (E1Q1) 

Protecting the welfare of family members is critical to us, apart from personal contributions to the 

business(E2Q2) 

In my family business, the emotional bonds between family members are very strong (E3Q3) 

In my family business, affective considerations are often as important as economic considerations 

(E4Q4) 

Strong emotional ties among family members help us maintain a positive self-concept (E5Q5) 

In my family business, family members feel warmth for each other(E6Q6) 

 

Renewal of Family Bonds to firm Through Dynastic Succession 

Continuing the family legacy and tradition is an important goal for my family business (R1Q1) 

Family owners are less likely to evaluate their investment on a short-term basis (R2Q2) 

Family members would be unlikely to consider selling the family business (R3Q3) 

Successful business transfer to the next generation is an important goal for family members(R4Q4) 

 

6.3.2 Quantitative Data Analysis Techniques 

Data collected through questionnaires were coded and transformed into matrix form 

in excel software. This allowed the data to be analysed using statistical software 

packages, such as SPSS (Statistical Package for Social Science) and AMOS 

(Analysis of Moment Structures). Data analysis for the quantitative methods was 

undertaken in five principal stages: data preparation and screening, descriptive 

statistics, exploratory factor analysis (EFA), confirmatory factor analysis (CFA), and 

regression analysis. SPSS version 26.0 was used in this study in preparing and 

screening the data, conducting descriptive statistics, performing EFA as well as 

regression analysis. Whilst AMOS version 26.0 was used in this study to carry out 

CFA.  EFA is intended to explore the constructs’ validity of the data if the links between 

the observed and latent variables are unknown or uncertain (Hair et al., 2010; Byrne 

2013). The extent of relationships among all measured variables to every factor is 

represented by factor loadings. A set of highly inter-correlated measured variables will 
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be grouped into distinct factors. EFA provides the research with information about the 

number of factors that best represent the data. This means that in EFA, the factors are 

derived from statistical results rather than theory (Byrne 2013; Hair et al., 2010). CFA 

technique was used to assess the factor loadings and to test the fitness of the model. 

Accordingly, EFA has been applied in the first phase to explore the most effective 

factors, and in a later stage, CFA is applied to test the fitness of the model identified 

by EFA. The sections below discuss the EFA and CFA for the constructs. 

 

6.4 Construct Validity Analyses Results- Quantitative Study 

To assess internal validity, exploratory factor analyses were conducted to evaluate 

construct validity i.e., assess the extent to which items in a scale measure the same 

construct theme (Saunders et al., 2019; 2009). The procedures were based on 

guidelines in the extant literature (Pallant, 2010; Burns and Burns, 2008). After 

recoding the reversed items, principal component analyses (PCA) were executed to 

obtain an empirical summary of the data set (Pallant, 2010). Since both, the orthogonal 

(Varimax) and oblique (Oblimin) factor rotation methods yielded the same results, only 

Varimax results are reported. 

 

6.4.1. Construct Validity for Entrepreneurial Orientation dimensions  

As indicated earlier, the independent variables in this research are the dimensions of 

entrepreneurial orientation. The construct in the current study was developed based 

on Covin and Slevin (1989) and Hughes and Morgan (2007). A principal component 

analysis with varimax rotation was executed to examine the structure of 

entrepreneurial orientation dimensions. PCA is the most frequently used factoring 

method in scale construction (Hinkin, 1995). These variables were measured using 

the 15-items that represent the entrepreneurial orientation dimensions (Covin and 

Slevin, 1989; Hughes and Morgan, 2007). Prior to PCA, the suitability of data and 

sample for factor analysis was assessed. The correlation matrix shows that all 

variables have at least one correlation above r=0.3. The Kaiser-Meyer-Olkin (KMO) 

measure of sampling adequacy, which is used as an index of whether there are linear 

relationships between the variables and thus the data is adequate to conduct PCA, is 
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0.739 indicating the usefulness of PCA (Kaiser, 1974). Bartlett’s test of sphericity is 

highly significant (sig=0.000, df=78) confirming the multivariate normality of the data 

(Bartlett, 1954). PCA revealed a 5-component solution with a cumulative total variance 

explained of 77.311%. In addition, the PCA also shows the scree plot which visibly 

reveals the number of factors to be included in the analysis (Weaver and Maxwell, 

2014). Based on Cattel’s scree plot and Varimax rotated solution, the 5-factor structure 

was clear. Interpretation of the five factors was consistent with prior research 

(Hernández-Linares et al., 2019; Wiklund and Shepherd, 2005) that risk-taking, 

innovativeness, proactiveness, competitive aggressiveness, and Autonomy be 

regarded as separate constructs for assessing entrepreneurial orientation influence 

on debt financing. A total of 13 items were retained after conducting EFA for 

entrepreneurial orientation factors. Tables 6.6 and 6.7 below show the items of the 

entrepreneurial orientation dimensions, loadings, and cross-loadings for each item on 

factors as well as the total variance explained. 

Table 6.6 Summary of Factor Rotation for EO dimensions 

Rotated Component Matrixa 

 Component 

Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 

RiskQ1 .026 .814 .292 .061 .090 

RiskQ2 .187 .803 .031 .182 .068 

RiskQ3 .176 .754 .000 .195 .010 

InnoVQ1 .847 .054 -.035 .060 -.007 

InnoVQ2 .838 .142 .010 .048 -.031 

InnoVQ3 .886 .186 -.095 .154 .013 

ProActQ2 .025 .038 .261 .832 -.006 

ProActQ3 .138 .346 .080 .745 .265 

CAQ2 -.032 .074 .858 .136 .255 

CAQ3 -.083 .128 .896 .085 .143 

AtnmyQ1 -.031 .032 .253 .013 .926 

AtnmyQ2 .000 .217 .575 .128 .659 

AtnmyQ3 .609 -.012   -.131 -.161 .716 

Eigenvalues 4.011 2.727 1.408 1.191 .713 

% of Variance Explained 30.857 20.978 10.832 9.163 5.481 

Extraction Method: Principal Component Analysis.  

 Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 5 iterations. 
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KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .739 

Bartlett's Test of Sphericity Approx. Chi-Square 2429.450 

df 78 

Sig. .000 

 

Table 6.7 Factor Extraction for EO dimensions 

Total Variance Explained 

Componen

t 

Initial Eigenvalues Extraction Sums of Squared 

Loadings 

Rotation Sums of Squared 

Loadings 

Total % of 

Variance 

Cumulative 

% 

Total % of 

Variance 

Cumulative 

% 

Total % of 

Variance 

Cumulativ

e % 

1 4.011 30.857 30.857 4.011 30.857 30.857 2.315 17.811 17.811 

2 2.727 20.978 51.835 2.727 20.978 51.835 2.151 16.542 34.353 

3 1.408 10.832 62.667 1.408 10.832 62.667 2.105 16.195 50.549 

4 1.191 9.163 71.830 1.191 9.163 71.830 2.014 15.489 66.038 

5 .713 5.481 77.311 .713 5.481 77.311 1.466 11.274 77.311 

6 .620 4.768 82.079 
      

7 .490 3.766 85.845 
      

8 .470 3.618 89.463 
      

9 .426 3.275 92.738 
      

10 .312 2.396 95.135 
      

11 .244 1.878 97.013 
      

12 .211 1.620 98.633 
      

13 .178 1.367 100.000 
      

Extraction Method: Principal Component Analysis. 

 

 

 

 

 

 

 

 

Figure 6.9: Scree Plot of EO dimensions 
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6.4.2 Construct Validity for SEW 

A principal component analysis with varimax rotation was executed to examine the 

dimensions of SEW. These variables were measured using the 27 items that represent 

the five proposed FIBER dimensions of SEW (Berrone et al., 2012). These five FIBER 

dimensions of SEW are (1) Family control and influence; (2) Identification of family 

members with the firm; (3) Binding social ties; (4) Emotional attachment of family 

members; and (5) Renewal of family bonds to the firm through dynastic succession. 

The first PCA resulted in five components, however, on interrogation the six items 

related to the identification of family members with the firm (I1Q1, I2Q2, I3Q3, I4Q4, 

I5Q5, I6Q6) are loading onto different components. Interpretability is considered the 

most important issue in PCA, but this result produces an unclear and contradictory 

formation of the five SEW dimensions. The screen plot also suggests that four 

components should be retained, and parallel analysis (eigenvalue Monte Carlo 

simulation) further supports this conclusion (Horn, 1965). As a result, the six items for 

identification of family members with the firm were excluded from the second round of 

analysis. A number of other items in the second PCA were loading on two components, 

therefore leading to unclear factor structure, and indicating a discriminant validity 

problem. To ensure the stability of the constructs, all items exhibiting cross-loading 

(B1 and B2) and scoring below 0.5 (F4 and E5) were excluded from the analysis. The 

correlation matrix shows the coefficients of 0.30 and above. The Kaiser-Meyer-Olkin 

(KMO) measure of sampling adequacy, which is used as an index of whether there 

are linear relationships between the variables and thus the data is adequate to conduct 

PCA, is 0.861 indicating the usefulness of PCA (Kaiser, 1974). Bartlett’s test of 

sphericity is highly significant (sig=0.000, df=153) confirming the multivariate normality 

of the data (Bartlett, 1954). PCA revealed a 4-component solution with a cumulative 

total variance explained of 66.497%. In addition, the PCA also shows the scree plot 

which visibly reveals the number of factors to be included in the analysis (Weaver and 

Maxwell, 2014). Based on Cattel’s scree test (Cattell, 1966) and Varimax rotated 

solution, a simple and clear structure of 4 factors emerged (Burns and Burns, 2008; 

Kaiser, 1974).  Interpretation of the 4 factors was consistent with prior research 

(Berrone et al., 2012; Gomez-Mejia et al., 2007) that family control and influence, 

binding social ties, emotional attachment of family member, and renewal of family 

bonds to the firm through dynastic succession be regarded as separate constructs for 
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assessing SEW impact on the relationship between entrepreneurial orientation and 

debt financing. A total of 17 items were retained after conducting EFA for SEW factors. 

Table 6.8 and 6.9 below shows the items of the SEW construct, loadings for each item 

on factors as well as the total variance explained 

 

Table 6.8 Summary of Factor Rotation for SEW dimensions 

Rotated Component Matrixa 

 Component 

1 2 3 4 

F1Q1 .768 .298 .248 -.024 

F2Q2 .769 .264 .389 .050 

F3Q3 .833 .261 .267 .029 

F5Q5 .848 .106 .056 .006 

F6Q6 .803 .360 .126 -.051 

B3Q3 .241 .072 .781 .069 

B4Q4 .266 .303 .723 .055 

B5Q5 .144 .216 .802 .092 

E1Q1 .055 .548 -.007 .069 

E2Q2 .367 .662 .360 .018 

E3Q3 .346 .760 .196 .035 

E4Q4 .160 .722 .118 .046 

E6Q6 .193 .613 .172 .096 

R1Q1 .181 .146 .038 .654 

R2Q2 -.008 -.045 -.028 .868 

R3Q3 -.062 -.018 .127 .723 

R4Q4 -.085 .130 .043 .676 

Eigenvalues 7.088 2.230 1.269 1.203 

% of Variance Explained 39.379 12.388 7.051 6.682 

Extraction Method: Principal Component Analysis.  

 Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 5 iterations. 

 

 

 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .861 

Bartlett's Test of Sphericity Approx. Chi-Square 4216.496 

df 153 

Sig. .000 
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Table 6.9 Factor Extraction for SEW dimensions 

Total Variance Explained 

Component Initial Eigenvalues Extraction Sums of Squared 

Loadings 

Rotation Sums of Squared Loadings 

Total % of 

Variance 

Cumulative 

% 

Total % of 

Variance 

Cumulative 

% 

Total % of 

Variance 

Cumulative 

% 

1 7.088 39.376 39.376 7.088 39.376 39.376 3.957 21.985 21.985 

2 2.230 12.388 51.765 2.230 12.388 51.765 3.202 17.791 39.776 

3 1.269 7.051 58.815 1.269 7.051 58.815 2.429 13.493 53.269 

4 1.203 6.682 65.497 1.203 6.682 65.497 2.201 12.229 65.497 

5 .952 5.288 70.785 
      

6 .857 4.762 75.548 
      

7 .728 4.045 79.592 
      

8 .585 3.251 82.843 
      

9 .557 3.097 85.940 
      

10 .476 2.644 88.584 
      

11 .407 2.262 90.846 
      

12 .346 1.924 92.770 
      

13 .313 1.739 94.509 
      

14 .288 1.603 96.112 
      

15 .231 1.283 97.395 
      

16 .181 1.008 98.403 
      

17 .148 .820 99.223 
      

18 .140 .777 100.000 
      

Extraction Method: Principal Component Analysis. 

 

 

 

 

 

 

 

 

 

Figure 6.10: Scree Plot of SEW dimensions 
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6.5 Confirmatory Factory Analysis 

EFA, which was carried out as explained above, generated five factors of 

entrepreneurial orientation and four factors of SEW. In order to assess the factor 

loadings, construct correlations, and model fit indices, CFA was conducted. CFA was 

conducted to provide a confirmatory test for each of the constructs that represent the 

entrepreneurial orientation dimensions, SEW, and debt financing. The five 

entrepreneurial orientation dimensions (risk-taking, innovativeness, proactiveness, 

autonomy, and competitive aggressiveness) and SEW are exogenous constructs, 

while debt financing is an endogenous construct. Each construct is measured by 

observed variables or indicators. As can be shown in Figure 6.11, all the variables are 

linked together, and the construct items (observed variables for each exogenous 

construct) are represented in rectangular shapes. The covariance is usually 

represented by two-headed arrows, whereas a causal relationship from a construct to 

an indicator is represented by one-headed arrow.  

 

Figure 6.11: Hypothesised CFA model derived from preliminary analysis 
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6.5.1 Goodness of fit indices 

The statistical estimation method applied in this present study to estimate the model’s 

parameters was maximum likelihood estimation (MLE). According to Hair et al. (2010), 

estimation is the most widely used approach, as it is considered more efficient. There 

are some fit indices that should be considered in order to assess the model goodness-

of-fit (Hair et al., 2010). First, the ratio of the χ² statistic to its degree of freedom (χ²/df) 

was used, with a value of less than 3 indicating acceptable fit (Cheung and Rensvold, 

2002; Hair et al., 2010). Hair (2010) suggested the following indices to indicate 

acceptable fit “Goodness of Fit Index (GFI); Comparative Fit Index (CFI); Normed Fit 

Index (NFI); Tucker–Lewis Index (TLI); the Root Mean Square Error of Approximation 

(RMSEA)”. The first run of the CFA revealed the following results [ χ²/df= 3.003; GFI 

=.906; CFI=.938; NFI=.919; TLI=.920; RMSEA=.070]. These results indicated further 

room for improvement to indicate a good measurement model fit of the data. Table 

6.10 shows the level of acceptance fit obtained with the survey data. The complete 

results are shown in Appendix 6.4. 

Table 6.10: Model fit summary for the Measurement Model 

Model Fit Indices Values 

Chi-Square 308.029, p= .000 

CMIN/DF 3.003 

GFI .906 

CFI .938 

NFI .919 

TLI .916 

RMSEA .070 

Note. GFI= goodness-of-fit index; CFI = comparative fit index; NFI = Normed Fit Index; TLI = Tucker–

Lewis Index; RMSEA = root mean squared error of approximation. 

The modification indices in AMOS provide information on the improvement in model 

fit. These modification indices suggest getting rid of some indicators on some 

parameters of the model, to improve its overall fit. Modification indices (MI) that reveal 

a very high covariance and also demonstrate high regression weights should be 

deleted (Byrne, 2006; Hair et al., 2010). Therefore, to ensure a good fit model, some 

indicators (F4, B1, B2, E5, I1Q1, I2Q2, I3Q3, I4Q4, I5Q5, I6Q6, ProActQ1, and CAQ1) 

have to be deleted from the initial measurement model since they were demonstrating 
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high covariance and also had high regression weight (Byrne 2013; Hair et al., 2010). 

The process was to delete one indicator at a time and then re-estimate the model. The 

final run of the CFA revealed the following results [ χ² statistic = 222.953; CMIN/df = 

2.596; GFI =.932; CFI=.943; NFI=.923; TLI=.920; RMSEA=.059]. Table 6.11 shows 

the level of acceptance fit and the fit indices after the improvement in model fit. The 

complete results are shown in Appendix 6.5. 

Table 6.11: Final Model fit summary for the Measurement Model 

Model Fit Indices Values 

Chi-Square 222.953, p= .000 

CMIN/DF 2.596 

GFI .932 

CFI .943 

NFI .923 

TLI .920 

RMSEA .059 

Note. GFI= goodness-of-fit index; CFI = comparative fit index; NFI = Normed Fit Index; TLI = Tucker–

Lewis Index; RMSEA = root mean squared error of approximation. 

 

Therefore, after checking the goodness of fit indices, the final refined model showed 

an acceptable model fit considering the number of items and the interrelationships of 

the entrepreneurial orientation constructs. The final measurement model is depicted 

in Figure 6.12.  The fit indices indicated that the model provided an acceptable fit for 

the data. The relative χ² statistic of 222.953 showed a good fit. A good fit was also 

demonstrated by a root-mean-square error of approximation (RMSEA) value of 0.059 

(with below 0.080 normally considered as acceptable fit) and a comparative fit index 

(CFI) of 0.943 (Hair et al., 2010). Other fit indices, such as goodness-of-fit index 

(GFI=0.932) and normed fit index (NFI=0.923), were also within acceptable ranges 

(Cheung and Rensvold, 2002; Hair et al., 2010). Based on the results obtained from 

the factor analysis, only items that had significant loadings were finally used in the 

regression analysis in testing the hypotheses of the study (Field, 2013).  

 

 



155 | 337 

 

Figure 6.12: The refined CFA model 

 

 

 

 

 

 

 

 

 

 

 

 

 

6.6 Measurement Reliability Analyses Results-Quantitative Study  

The consistency and stability of measures that allow for replication of research are 

referred to as reliability (Tabachnick and Fidell, 2012; Burns and Burns, 2008). It is an 

assessment of the degree of consistency between multiple measurements of a 

variable (Hair et al., 2006). A commonly used measure of reliability is internal 

consistency. It assesses the consistency of variables (items) within a construct. Its 

underlying principle is that the indicators of the scale or individual items should all be 

measuring the same construct and, as a result, be highly inter-correlated (Nunnally 

and Bernstein, 1978; Field, 2013). The most commonly used indicator of internal 

consistency is Cronbach’s alpha (α) coefficient (i.e., reliability coefficient) (Field, 2013). 

It is also widely used by entrepreneurship and family business studies (e.g., Eddleston 

et al., 2008; Berrone et al., 2010; Kellermanns et al., 2012).  Cronbach’s alpha (α) 

assesses the consistency of the entire scale (Field, 2013; Hair et al., 2006; Cronbach, 

1951). This alpha (α) varies from 0 to 1, and a value of 0.6 or less generally indicates 
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unsatisfactory internal consistency reliability (Malhotra, Nunan, and Birks, 2017, 

p.360). The generally preferred Cronbach’s alpha (α) value is 0.70 (Cronbach, 1951; 

Pallant, 2010; Field, 2013). Since the reliability of a scale can vary depending on the 

sample, it is necessary to ensure that each of the scales used is reliable. In addition, 

it is necessary to reverse any negatively worded items before reliability analyses 

(Pallant, 2010; Burns and Burns, 2008). In the current study, all the internal reliability 

tests yielded coefficients above and above the threshold the Cronbach’s α > 0.7 

(Cronbach, 1951; Field, 2013). 

 

6.6.1 Reliability Analyses for Entrepreneurial Orientation Constructs 

Table 6.12 shows the results of reliability analyses. Clearly, all the reliability 

coefficients for risk-taking, innovativeness, proactiveness, competitive 

aggressiveness, and autonomy were above the threshold the Cronbach’s α > 0.7 

indicating higher reliability (Cronbach, 1951; Hair et al., 2010; Field, 2013). 

 

Table 6.12: Reliability Analyses for Entrepreneurial Orientation Constructs 

 

Items Cronbach’s 

Alpha 

Cronbach’s Alpha Based 

on Standardized Items 

Cronbach’s Alpha if 

Item Deleted 

Risk-Taking 

RiskQ1 

RiskQ2 

RiskQ3 

.755 .766  

.658 

.645 

.714 

Innovativeness 

InnoVQ1 

InnoVQ2  

InnoVQ3 

.839 .843  

.827 

.815 

.687 

Proactiveness 

ProActQ2 

ProAcrQ3 

.763 .766  

                 .749 

.668 

Competitive Aggressiveness 

CAQ2 

CAQ3 

.838 .838  

.722 

.636 

Autonomy 

AtnmyQ1 

AtnmyQ2 

AtnmyQ3 

.804 .806  

.713 

.804 

.802 
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6.6.2 Reliability Analyses for Socioemotional Wealth Constructs 

Table 6.13 shows the results of reliability analyses. Clearly, all the reliability 

coefficients for family control and influence, binding social ties, emotional attachment 

of family members, and renewal of family bonds were above the threshold the 

Cronbach’s α > 0.7 (Cronbach, 1951; Hair et al., 2010; Field, 2013). 

 

Table 6.13: Reliability Analyses for Socioemotional Wealth Constructs 

 

Items Cronbach’s 

Alpha 

Cronbach’s Alpha 

Based on 

Standardized Items 

Cronbach’s 

Alpha if Item 

Deleted 

Family Control and Influence 

F1Q1 

F2Q2 

F3Q3 

F5Q5 

F6Q6 

.924 .924  

.908 

.900 

.897 

.921 

.905 

Binding Social Ties 

B3Q3 

B4Q4 

B5Q5 

.775 .780  

.746 

.668 

.675 

Emotional Attachment of Family Members 

E2Q2 

E3Q3 

E5Q5 

.865 .857  

.798 

.830 

.836 

Renewal of Family Bonds  

R1Q1 

R2Q2 

R3Q3 

R4Q4 

.713 .717  

.705 

.538 

.674 

.670 

 

6.7 Statistical Controls and Common Methods Bias –Quantitative Study 

Statistical checks were conducted to ensure that the data met various requirements 

necessary to conduct further bivariate and multivariate analyses (Pallant, 2015; Hair 

et al., 2010; Field, 2009). Specifically, checks for missing data, outliers, normality, and 

common method bias were conducted. 
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6.7.1 Common Methods Bias  

Common method bias manifests when variance in the variables is partially attributable 

to the measurement method rather than to the constructs the measures represent 

(Podsakoff et al., 2003). Common method bias is a type of bias peculiar to a survey 

study which is the measure of error that could potentially threaten the validity of the 

conclusions that will be drawn upon the statistical result of this research (Podsakoff, 

Mackenzie, and Podsakoff, 2012). This bias is investigated by observing the 

systematic percentage variance that could make the conclusions of a statistical result 

unsound (Doty and Glick, 1998; Bagozzi and Yi, 1990). To carry out a test for common 

method bias, either a statistical or a procedural measure can be used. The procedural 

measures are used to examine the approach of data collection and the instrument 

design, while the statistical method is used to test and control the influences of 

common method bias (Podsakoff et al., 2003).  

As identified by Podsakoff et al., (2003), the measures for testing common method 

bias using the procedural method include: (1) Adopting the measures of the predictors 

and criterion variables from different sources; (2) Using temporal, proximal, 

psychological, or methodological separation of measurement; (3) Protect respondent 

anonymity and reduce evaluation apprehension; (4) Counterbalance question order 

and (5) Improve scale for the items. This research has adopted two of the procedural 

methods (i.e., protecting respondents’ anonymity and improving the scale items) to 

test for common method bias. To protect respondents’ anonymity, the cover letter 

attached to the questionnaire assured participants of the confidentiality of their 

responses. That there will also be no disclosure of respondent identities in any other 

academic endeavour such as in a publication.  As for ensuring an improved scale for 

the items being measured, a pilot test was carried out on the survey instrument. This 

is to make sure that the questions are explicit, succinct, and concise. The statistical 

methods for testing for common method bias include (1) Harman’s single factor test; 

(2) Partial correlation procedures; (3) Control the effects of a directly measured latent 

method factor; (4) Control the effects of an unmeasured latent method factor and (5) 

Multiple methods factors (multi-traits multi-method, i.e., confirmatory factor analysis 

model, correlated uniqueness model, and direct product model). Harman’s single 

factor test is the most widely used technique in the literature to test for common 

method bias (Carr and Sequeira, 2007; Podsakoff et al., 2003). This study adopted 



159 | 337 

 

Harman’s single factor as a statistical method for testing for common method bias. 

Therefore, all the measures of the variables considered in this research were loaded 

onto an exploratory factor analysis on SPSS to determine whether the majority of the 

variance could be accounted for by one general factor. The rationale is that if a 

substantial amount of common method bias is present, either (a) a single factor will 

emerge from the factor analysis or (b) one general factor will account for the majority 

of the covariance among the measures (Meade et al., 2007; Podsakoff et al., 2003). 

In this study, factor analysis of all items revealed a 9-factor solution (in line with the 

number of constructs in this research). Therefore, common method bias was not a 

problem in this research. 

 

6.8 Ethical Considerations  

Ethical considerations in research recommend the understanding that all stakeholders 

engaged in a piece of research should be dealt with using the utmost care 

(Denscombe, 2010). These stakeholders usually include the research participants, the 

researcher, and the funding institution. According to Gregory (2003), when humans 

are used in research as participants, utmost care must be observed to protect the 

rights and dignities of those participants. Research has provided empirical evidence 

that family businesses care about their reputation and place a greater value on the 

preservation of their socioemotional wealth (Gómez-Mejía et al., 2007). Therefore, 

conducting quantitative research base on a survey and qualitative research via face-

to-face interviews with family business owner-managers requires taking care of any 

likely ethical issues that may arise before, during, and after the research. Therefore, 

in observing and ensuring ethical issues the following factors were considered:  

i. Immune from harm– There was no physical or psychological harm 

experienced during the study. The respondents and interviewees 

participated in the study at their place of convenience and safety. The 

questions were asked in simple words to ensure understanding and the 

respondents and interviewees were made to express themselves freely 

without any compulsion from the researcher.  

ii. Freedom to participate – The research participants were given the free will 

to participate in the study. Although access to participants was initiated 
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through the referral process involved in a snowball sampling strategy, 

potential participants were not compelled to participate in the study. Their 

consents were sought, and they were given the right to exclude themselves 

from the study.  

iii. Confidentiality – The research participants were assured that all information 

provided for this study shall be treated with the highest confidentiality and 

that it shall be used purely for an academic endeavour and not for any 

financial gain. Therefore, they were not made to give their names either 

orally or in writing. With the interviewees, codes or acronyms were used in 

referring to them in the study. 

iv. Academic credibility – Where ideas, knowledge, or materials of other 

researchers were used, appropriate acknowledgments were given 

accordingly in the form of references. 

Ethical research considerations such as seeking consent, and collecting sensitive 

information, maintaining confidentiality, avoiding bias, avoiding incorrect reporting, the 

use of appropriate research methodology, and the appropriate use of the research 

information were observed during the study and will be maintained thereafter 

(Denscombe, 2010). This research was done using the highest form of ethical 

considerations and standards bearing in mind that, participant information and data 

are asset and gives a competitive urge to family firms and such information would not 

be divulged to third parties without their consent. There will also be no disclosure of 

respondent identities in any other academic endeavour, for instance in a publication. 

Finally, ethical approval was also obtained from the University of Wolverhampton 

Faculty of Social Sciences Ethical Committee before the fieldwork in Nigeria. 

 

6.9 Conclusion 

This chapter has discussed research design choices comprising the philosophy, 

approach, strategies, and data collection techniques and procedures. To avoid bias 

from utilising one particular methodology, this research purposely employed an 

explanatory sequential triangulation strategy. The strategy was intended for model 

testing and an in-depth understanding of the research problems from the Nigerian 

context. The quantitative research was based on a survey and the qualitative research 
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was undertaken based on face-to-face interviews. It was believed that the triangulation 

research strategy would determine whether there is convergence or divergence of 

findings on the social phenomenon. Furthermore, the chapter discusses the population 

and sampling procedures for both quantitative and qualitative research. The sources 

of data and the design of the data collection instrument have also been addressed in 

this chapter. The chapter also highlights the measurement imperatives with regard to 

validity and reliability. Both exploratory factor analysis and confirmatory factor analysis 

were conducted. Finally, the ethical considerations that were observed during the 

study were also explained. Having provided an in-depth understanding of the research 

design and the methods used in conducting this study, the next chapter deals with the 

systematic presentation and discussion of the quantitative research findings. 
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CHAPTER 7: QUANTITATIVE RESEARCH FINDINGS 

7.0 Introduction  

The preceding chapter discussed the research design and methodology. This chapter 

reports and discusses the results of the quantitative testing of the conceptual model. 

The results are based on the survey data from 405 family businesses in Nigeria. The 

chapter also presents and discusses the regression results concerning the proposed 

conceptual model. Additionally, the results are interpreted and discussed within the 

extant family business literature. The main goal of this chapter is to provide an in-depth 

discussion on the impact of SEW on the relationship between entrepreneurial 

orientation and debt financing of family businesses. Tables, pie charts, and bar charts 

were used to aid the analysis of the data because they are effective illustrations of 

depicting relations and trends. 

Section 7.1 highlights the demographic analysis of respondents. Section 7.2 discusses 

the descriptive statistics of the variables in the model. Section 7.3 highlights inter-

correlations among all the variables. Section 7.4 discusses multiple regression tests 

of the model. Section 7.5. highlights regression-based moderation analyses guidelines 

in the extant literature.  Section 7.6 discusses the tests of SEW moderating the effects 

of entrepreneurial orientation dimensions on the debt financing of family businesses. 

The overall conclusion is that indeed SEW has a moderating role. Specifically, it 

moderates the effects of entrepreneurial orientation dimensions on the debt financing 

of family businesses.  

 

7.1 Demographic Analysis of Respondents   

This section analyses the demographic characteristics of the respondents. The 

demographic characteristics include gender distribution, the age of respondents, the 

role played in business, educational status. Also, the family businesses were analysed 

in terms of their sectoral distribution, age, size (using the number of employees), legal 

form, and sources of invested capital at the start-up stage. The following table 7.1 

presents the analysis of the demographic characteristics of the respondents and the 

business profile.  
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Table 7.1: Descriptive statistics for the demographics of the respondents  

Demographic Variables  Items Frequency 

(N=405) 

percentage (%) 

Gender Male 

Female 

160 

245 

39.5 

60.5 

Age Distribution 26-35 

36-45 

46-55 

56+ 

48 

215 

80 

62 

11.9 

53.1 

19.8 

15.3 

Role in Business Owner/ Manger 

Owner 

Manager 

272 

90 

43 

67.2 

22.2 

10.6 

Level of Education No formal qualification 

Secondary School 

Undergraduate degree 

Postgraduate degree 

30 

30 

167 

178 

7.4 

7.4 

41.2 

44.0 

Age of Business (years) <10 

10-19 

20-29 

30+ 

214 

154 

33 

4 

52.8 

38.0 

8.1 

1.0 

Size of Business (Number 

of employees) 

<10 

10-49 

50-199 

180 

201 

24 

44.4 

49.6 

5.9 

Legal Form Sole Proprietorship 

Partnership 

Limited Company 

264 

86 

55 

65.2 

21.2 

13.6 

Sectoral Distribution Agriculture 

Manufacturing 

Construction 

Trade and commerce 

Hotels and restaurants 

Transport and distribution 

Professional services 

43 

10 

12 

253 

17 

12 

58 

10.6 

2.5 

3.0 

62.5 

4.2 

3.0 

14.3 

Source of invested capital 

at the start-up stage 

Personal savings 

Family and friends 

Micro credits 

Financial institutions 

Government loans 

289 

48 

22 

27 

19 

71.4 

11.9 

5.4 

6.7 

4.7 

 

Table 7.1 presents the profile of the sample companies. With respect to the gender 

distribution, females constituted the highest proportion of the family business owners 

engaged in this study. 60.56 percent were females while 39.56 percent were males. 

This can be attributed to the government’s targeted support which focuses on women, 

that is, the gender dimension, aimed at encouraging the growth of the family business 

sector (Oseni et al., 2013). The majority of respondents were between the ages of 36 
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– 45 years representing 53.1 percent. With regards to the role in business, the majority 

of the respondents in this study were owner/manager (67.2 percent). This finding is 

consistent with a related study of Fatoki (2011) where it was found that family 

businesses by nature in Africa double as owners as well as managers of their 

enterprises. Further, it is recognised that majority of the respondents have either a 

postgraduate degree (44.0 percent) or undergraduate degree (41.2 percent).  In terms 

of sectoral distribution, the companies involved are more prolific in traditional trade 

and commerce, agriculture, and professional service, and less prolific in transport and 

distribution, manufacturing, construction, as well as hotels and restaurant domains. 

The majority of the responded businesses are relatively young and do not have a long 

history (52.8 percent younger than ten years and 38.0 percent between ten and 19 

years). With respect to business size, the firm size was measured by the total number 

of employees. These measures are in harmony with the factors or feature the National 

Bureau of Statistics and SMEDAN (2010) in Nigeria uses to classify micro, small and 

medium-sized enterprises. In Nigeria, businesses with between one and nine 

employees are classified as ‘micro’ businesses, those with between ten and 49 

employees are classified as ‘small’, and those with between 50 and 199 employees 

are called ‘medium-sized’ enterprises. Evidence in this study suggests the responded 

businesses distribute around micro and small enterprises (44.4% less than ten 

employees and 49.6% between ten and 49 employees). In terms of the legal form, the 

majority (65.2 percent) of the responded businesses were a sole proprietorship. 

Finally, in terms of sources of capital invested at start-up, the majority (71.4 percent) 

of the firms in this study have used personal savings.  

 

7.2 Descriptive Statistics  

The use of descriptive statistics involves quantitatively describing the distribution of 

variables or the main features of the data collected during the survey. Some measures 

that are commonly used to describe a data set are measures of central tendency (the 

mean, median, and mode), measures of variability or dispersion (minimum and 

maximum values of the variables, range, standard deviation, variance, and 

interquartile range) and measures of the shape of the distribution (i.e., kurtosis and 

skewness) (Pallant, 2010; Field, 2009). The descriptive statistics in terms of the mean, 
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standard deviations, minimum and maximum values, skewness, and kurtosis of the 

variables in the model are presented in Table 7.2 below.  An overview of the mean 

values of the dependent variables shows that debt finance ranged from 1.00 to 7.00 

with a mean average of 3.9383. The values for skewness for all the variables indicate 

that both the independent and dependent variables are not negatively or positively 

skewed. This implies that the data is normally distributed. Moreover, the mean values 

of all the independent variables show that they have contributed to determining the 

dependent variables. For instance, risk-taking has the highest mean (5.4091) whiles 

the lowest mean is competitive aggressiveness (4.5988).  
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Table 7.2 Descriptive Statistics for Variables 

Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation Skewness Kurtosis 

Statistic Statistic Statistic Statistic Statistic Statistic Std. Error Statistic Std. Error 

Debt finance 405 1.00 7.00 3.9383 1.98475 -.088 .121 -.899 .242 

Age of business (years) 405 1 4 1.57 .684 .970 .121 .462 .242 

Business Size 405 1 3 1.61 .597 .391 .121 -.676 .242 

Gender 405 1 2 1.60 .489 -.431 .121 -1.823 .242 

Level of education 405 1 5 4.14 1.078 -1.716 .121 2.694 .242 

Risk-taking 405 1.00 7.00 5.4091 1.38980 -1.275 .121 1.329 .242 

Innovativeness 405 1.00 7.00 5.0658 1.59467 -1.108 .121 .459 .242 

Proactiveness 405 1.00 7.00 5.3885 1.36371 -1.507 .121 2.175 .242 

Competitive aggressiveness 405 1.00 7.00 4.5988 1.90333 -.385 .121 -.858 .242 

Autonomy 405 1.00 7.00 4.9765 2.19953 -.517 .121 -1.183 .242 

SEW 405 1.89 4.83 3.8861 .51262 -1.080 .121 1.804 .242 

Valid N (listwise) 405         
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7.3 Correlation Analyses among all Variables   

The correlation analysis as shown in Table 7.3 was carried out to determine the 

relationship which exists between the variables. This analysis also indicates significant 

correlations and those that are insignificant. Another purpose of this analysis is to 

check for multicollinearity. Relatively low inter-correlations among variables indicate 

that multicollinearity should not be a concern (Wang and Ahmed, 2009; Burns and 

Burns, 2008; Hair et al., 2010; Pallant, 2010). Multicollinearity is a situation whereby 

two or more predictor variables in a multiple regression model are highly correlated (α 

≥0.80) (Field, 2013).  This means that one variable can be linearly predicted by more 

than one variable with a non-trivial degree of accuracy (Yu, Jiang, and Land, 2015). 

This would lead to the conclusion that some variables are measuring the same thing 

and only one of them may be necessary. Multicollinearity can also be investigated by 

performing a variance inflation factors (VIF) analysis. A VIF of 10 or greater indicates 

a problem of multicollinearity between the examined independent variables (Cohen et 

al., 2013, p.424). 

In this study, the correlation coefficients and variance inflation factor (VIF) scores 

demonstrate that there is no indication that the results reported are distorted by 

multicollinearity. Observing the variance inflation factors (VIF) as shown in Table 7.4 

indicates that, the VIF ranges from 1.002 and 2.719 and is therefore below the cut-off 

value which shows that multicollinearity is not a major concern in this study (Wang and 

Ahmed, 2009; Cohen et al., 2013). Secondly, the results also indicate that the predictor 

variables (entrepreneurial orientation) and control variables (business age, business 

size, gender, and level of education) are not highly correlated with the dependent 

variables (debt finance) hence there is no concern for multicollinearity. This implies 

that two predictor variables cannot substantially predict the same dependent variable 

with a high degree of accuracy (Burns and Burns, 2008). The emphasis in this regard 

is placed on the degree to which the linear regression model can measure the 

relationships being examined. Therefore, it is important to establish the 

interrelationship between the variables used in the conceptual model. Thus, the 

correlation coefficient is used to measure the strength and direction of the relationships 

among the variables (Cohen et al., 2013). Correlations between variables range from 

-1.00 to +1.00, with -1.00 indicating a perfect negative correlation, +1.00 indicating a 

perfect positive correlation, and 0.00 indicating no relationship (Cohen et al., 2013).  
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From the result in table 7.3, the dependent variable (debt finance) correlates positively 

with all the independent variables.  For instance, bank loan has a correlation coefficient 

of r = .308** with risk-taking, r = .238**with proactiveness; r = .274**with competitive 

advantage; and r = .255**with autonomy. Concerning the control variables, the results 

indicate a positive correlation of r = .161**, at p=0.001 significance between a debt 

finance and level of education. Also, a significant but negative correlation coefficient 

(r = -.143**) exists between the dependent variable (debt finance) and business size. 

The correlation matrix below which contains 11 variables provides the platform and 

justification for employing multiple regression analysis to predict the value of the 

dependent variables based on the relationships that exist between the dependent and 

independent variable. 
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Table 7.3 Correlations among all Variables 

    1 2 3 4 5 6 7 8 9 10 11 

1 Debt Finance 1 

          
2 Business Age  -0.056 1 

         
3 Business Size -.143** .184** 1 

        
4 Gender 0.036 -0.017 0.037 1 

       
5 Level of education .161** -.135** 0.036 0.009 1 

      
6 Risk-taking .308** 0.019 -0.035 -0.027 0.049 1 

     
7 Innovativeness 0.024 0.032 0.011 0.043 .164** .278** 1 

    
8 Proactiveness .238** 0.002 0.065 -0.03 -0.036 .488** .203** 1 

   
9 Competitive aggressiveness .274** 0.021 -0.095 -0.03 -.134** .345** -.201** .345** 1 

  
10 Autonomy .255** 0.04 -0.032 -0.035 -0.013 .260** -0.086 .284** .619** 1 

 
11 SEW .282** -0.086 -.236** -0.021 0.059 .430** .194** .431** .223** .298** 1 

 ** Correlation is significant at the 0.01 level (2-tailed).         
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7.3.1 Statistical Analyses - Rationale and Implication for Employing Multiple 

Regression 

In view of the conceptual model underpinning this study, multiple regression analysis 

is the most appropriate measurement method for measuring the multiple independent 

variables in the proposed model.  This is because multiple regression analysis allows 

for the examination of how multiple independent variables affect a dependent variable 

(Aiken et al. 1991). The use of SEW and entrepreneurial orientation variables as well 

as the control variables (owner and business characteristics), justifies the use of 

multiple regression analysis to test this relationship. When the relationship between 

the independent and the dependent variables are known through multiple regression 

analysis, it is possible to predict any future effect of the independent variable on the 

dependent variables. Besides multiple regression helps to quantify the impact each 

independent variable has on the dependent variable (based on regression coefficients, 

‘ß’, and their significance).  Additionally, multiple regression analysis helps to show the 

degree to which the combined influence of the independent variables account for the 

variation of the dependent variable (based on multiple correlation coefficient, R, and 

coefficient of multiple determination, R²). 

Rationale for Control Variables for the Current Study  

Prior empirical research in developed countries indicates that demographic variables 

such as business age, business size, gender, and educational level influence debt 

financing because they are likely to improve a business enterprise access to debt 

financing (Sonfield and Lussier, 2009; Coleman, 2000; Verheul and Thurik, 2001; 

Coleman and Carsky, 1999; Coleman, 2002b; Romano et al., 2001). Although this 

study considers SEW as an important factor in ensuring a significant effect on the 

relationship between entrepreneurial orientation and debt financing, owner and firm 

characteristics also play role in the impact (Ying and Dawei, 2019; Zarook et al., 2013; 

Coleman, 2002a). As a result, these variables were considered in the current study as 

control variables when the effects of the hypothesised model were assessed. 

7.4 Regression Tests for the Model  

This section reports regression analysis results for tests of the model. Debt financing 

is an important source of capital for family businesses (Molly et al., 2018; Chua et al., 

2011; Cassar, 2004; Romano et al., 2001; Bates, 1997) and critical to their success 
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(Holtz-Eakin et al., 1994; Evans and Jovanovic, 1989). In all the simple and multiple 

regression analyses performed in the current study, low variance inflation factors 

(VIF<5) further confirm that multicollinearity is not a concern (Wang and Ahmed, 2009; 

Burns and Burns, 2008; Pallant, 2010; Hair et al., 2010; Cohen et al., 2013). This 

entails that estimates of coefficients of regression, correlation, and determination are 

neither biased nor over-inflated. The discussion and interpretation of regression 

results in the next subsections suggest that the influence of control and independent 

variables on the dependent variables is in line with what has been hypothesised. 

Subsection 7.4.1 reports the results of independent and control variables’ effects on 

debt financing.   

7.4.1 Regression Analysis and Hypotheses Testing 

In this research, hierarchical multiple regression analysis is the principal statistical 

technique used for data analyses and for subsequently testing the study’s hypotheses. 

A hierarchical multiple regression is a special form of a multiple linear regression 

analysis used in analysing the relationship between a single dependent variable and 

several independent variables (Aiken, West, and Reno, 1991). Specifically, it is an 

extension of simple linear regression analysis, and it is used to assess the relationship 

between two or more independent variables and a single continuous dependent 

variable. The generic multiple linear regression equation is as follows: 

Ŷ = b0 + b1 X1 + b2 X2 + …+ bp Xp,  

Where Ŷ is the predicted or expected value of the dependent variable, X1 through Xp 

are p distinct independent or predictor variables, b0 is the value of Y when all of the 

independent variables (X1 through Xp) are equal to zero, and b1 through bp are the 

estimated regression coefficients (LaMorte, 2016). Table 7.4 reports the results of 

hierarchical multiple regression analyses executed to determine the single and 

combined effects of all variables on the debt financing of family businesses.  All the 

assumptions that are required to be met before carrying out a hierarchical multiple 

regression were checked. The assumptions of linearity, homoscedasticity, unusual 

points, absence of multicollinearity, and normality of residuals were all met (Cohen et 

al., 2013). All the regression coefficients for independent, moderating, and control 

variables are in the expected direction. 
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Table 7.4-Result of lineal regression analysis four models              
Variables     Models                           

      

Model 

1       

Model 

2       

Model 

3       

Model 

4   

  ß st.Err sig VIF ß st.Err sig. VIF ß st.Err sig. VIF ß st.Err sig. VIF 

Controls:                                 

Business Size ─0.150** 0.165 0.003 1.041 ─0.135** 0.156 0.004 1.075 ─0.151** 0.161 0.001 1.158 ─0.141** 0.163 0.001 1.227 

Business age ─0.130** 0.153 0.005 1.058 0.196** 0.083 0.000 1.069 0.180** 0.081 0.000 1.076 0.165** 0.155 0.003 1.089 

Gender 0.040 0.198 0.413 1.002 0.056 0.185 0.220 1.006 0.053 0.183 0.239 1.007 0.051 0.182 0.258 1.013 

Level of Education 0.166** 0.091 0.001 1.023 0.192** 0.087 0.000 1.088 0.189** 0.087 0.000 1.088 0.168** 0.087 0.000 1.119 

Independent Variables                                 

Risk taking     0.196** 0.080 0.000 1.508 0.155** 0.082 0.008 1.635 0.165** 0.096 0.014 2.256 

Innovativeness     ─0.052 0.064 0.309 1.270 ─0.061 0.063 0.230 1.276 ─0.100 0.067 0.064 1.458 

Proactiveness     0.117** 0.079 0.031 1.417 0.168** 0.081 0.038 1.592 0.157** 0.099 0.022 2.326 

Competitive aggressiveness     0.195** 0.080 0.005 2.313 0.211** 0.079 0.002 2.344 0.175** 0.081 0.003 2.471 

Autonomy     0.113** 0.078 0.036 1.994 0.139** 0.095 0.025 2.030 0.183** 0.095 0.016 2.450 

Moderator:                                 

SEW         0.147** 0.007 0.005 1.580 0.266** 0.009 0.000 2.403 

Interaction effects:                                 

Risk taking × SEW             0.217** 0.098 0.001 2.719 

Innovativeness × SEW             ─0.088 0.121 0.170 2.067 

Proactiveness × SEW             0.207** 0.083 0.005 2.631 

Competitive aggressiveness × SEW            0.225** 0.097 0.001 1.983 

Autonomy × SEW             0.180** 0.128 0.012 2.012 

                                  

R 0.224    0.431    0.447    0.472    
R² 0.050    0.186    0.200    0.223    
Adj.R² 0.040    0.167    0.179    0.193    
R² Change 0.050    0.136    0.014    0.024    
ANOVA F 5.262    10.022    9.824    7.453    

sig. F .000b    .000c    .000d    .000e    
N 405       405       405       405       

Note: The table shows the unstandardized coefficients (ß), the value of the adjusted R², The significance levels and F change. The levels of significance are: *p<0.05, **p<0.01. 
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The regression analysis was carried out in four stages. The extent to which the 

particular variables in each model explain the variance in the extent of debt financing 

was indicated by the change in the value of R². Firstly, Model 1 reports the base model 

only with 4 control variables (Business age, Business size, Gender, and educational 

level). The control variables have a combined marginal but significant effect on debt 

financing with an adjusted R² of 0.040 (4%). However, only business size, business 

age, and level of education have a significant effect (p<0.05). Gender does not have 

a significant unique effect.  

From Table 7.11 (Model 1), the regression results indicate that while business size (p 

= 0.003, ß = -0.150), business age (p = 0.005, ß = -0.130), and level of education (p= 

0.001, ß = 0.166) are statistically significant at 5% level, while gender (p= 0.413, ß = 

0.040) is statistically insignificant. The coefficients of determination indicate that while 

business size determines debt financing by 15%, business age determines debt 

financing by 13%, and the level of education determines debt financing by 16.6%. 

From Table 7.11 (Model 1), the R² is 0.050 and its adjusted R² is 0.040. Inferring from 

the adjusted R², demographic characteristics can explain the variance in debt 

financing of the family business by 4%. The F-change for the regression model is 

5.262, and it is statistically significant at the 1% level (p=0.000). The control variables’ 

overall combined effect is small but significant (R =0.224; p≤0.05). This implies that 

the regression model can significantly predict debt financing among family businesses 

in Nigeria. Zarook et al (2013) in a study of the impact of the demographic factors on 

accessing finance, found that business size has a positive and significant impact on 

the debt financing of the family business. Thus, drawing a conclusion from family 

businesses in developing countries, the researchers indicate that a firm’s demographic 

factors, in particular its size, influence debt financing. Other demographic 

characteristics such as business age and the educational level of the family business 

owner have an impact on the debt financing of the family business (Coleman, 2002a; 

Coleman,2004). 

Secondly, when the five independent variables (risk-taking, innovativeness, 

proactiveness, competitive aggressiveness, and autonomy) are introduced in the 

regression (Model 2), a significant additional overall effect on debt financing occurs 

(from 0.040 (4%) to 0.167 (16.7%) i.e., R² Change = 13.6%). This implies that 

entrepreneurial orientation can explain the variance in debt financing by 16.7%. The 
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combined effect for predictor variables has increased exponentially to 0.431 (43.1%) 

(R). Also, the F-change value is 10.022 which is significant at the 1% level (p=0.000). 

The results support the hypothesis that there is a positive relationship between 

entrepreneurial orientation and debt financing. The findings are consistent with the 

results of previous empirical studies (e.g., Mukiri., 2011; Zampetakis et al. 2011; 

Mohammed et al., 2016). Thirdly, when the combined measure SEW variables are 

introduced in the regression (Model 3), a significant additional overall effect on debt 

financing occurs (from 0.167(16.7%) to 0.179 (17.9%) i.e., R² Change = 0.014 (1.4%). 

The combined effect for predictor variables has increased from 0.431 (43.1%) to 0.447 

(44.7%) (R). Lastly, the interaction effects (EO*SEW) are introduced in the regression 

(Model 4), a significant additional overall effect on debt financing occurs (from 0.179 

(17.9%) to 0.193 (19.3%) i.e., R² Change = 0.024 (2.4%). 

From the regression result, the R² and its adjusted values, P-values, F-values, and the 

β -values are of importance. The R² indicates the overall fitness of the regression 

model. The adjusted R² values also explain the variances in the dependent variables 

(debt financing) as a result of the other variables. The F-value is used to assess if the 

dependent variable is significantly explained by the independent variables. To assess 

the overall fitness of the model, ANOVA F-values of the full regression model were 

inspected. The F-value is 7.453, which is significant at 1% level (p=0.000). The level 

of significance is determined by the p-values of the F-statistic. Similarly, a variable is 

significant if the p-value is less than 0.05 or 0.01. The value of the unstandardized 

coefficients (β) of the regression model determines the strength and the impact of the 

independent variables on the dependent variable. The β-values could be positive or 

negative indicating the direction of impact. The following sections report the findings 

of the regression analysis of the various models as indicated above. 

7.4.1.1 Effects of Entrepreneurial Orientation on Debt financing   

This section examines the effect of entrepreneurial orientation on family business debt 

financing in Lagos State, Southwest, and Kwara State, Northcentral geopolitical zones 

of Nigeria. In line with the hypothesis, the study proposed that entrepreneurial 

orientation has a positive relationship with debt financing of the family business. 

Therefore, in this section, the study will test this hypothesis and assess the effect of 

entrepreneurial orientation on the debt financing of the family business.  
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The results of this study, controlling for demographic characteristics, show that there 

exists a positive correlation between the entrepreneurial orientation dimensions and 

debt financing except for Innovativeness. As shown in Table 7.3, all the 

entrepreneurial orientation variables correlate positively with debt financing except 

Innovativeness. Also, from Table 7.4 (Model 2), the results indicate that whiles 

Innovativeness (β=-0.052, p=0.309) is statistically insignificant in explaining the debt 

financing of family businesses, proactiveness (β=0.117, p=0.031), competitive 

aggressiveness (β=0.195, p=0.005), and autonomy (β=0.113, p=0.036) are 

statistically significant at 5% level. However, risktaking (ß = 0.196, p=0.000) is 

statistically significant at 1 % level.  

From the results, whiles H1b is rejected, H1a, H1c, H1d, and H1e are accepted. Firstly, 

even though innovativeness was hypothesized to be positively associated with family 

firm debt financing, it is statistically insignificant in explaining the debt financing of 

family businesses in Nigeria. The non-significant relationship with firm debt financing 

is in line with Kallmuenzer et al.’s (2018) findings but contrasts with most extant 

literature (Stenholm et al., 2016; Kellermanns et al., 2012, Casillas and Moreno, 2010, 

Casillas et al., 2010). This difference could be explained by the fact that 

innovativeness may be required (as a necessary condition for surviving) in the context 

of a long economic crisis but may not be a sufficient condition for growth. 

Secondly, proactiveness is statistically significant at the 5% level and correlates 

positively with debt financing. From the result, a unit increase in proactiveness 

increases debt financing by 11.7%. Proactiveness was hypothesized to be positively 

associated with family business debt financing. The results suggest that, in the family 

business context, a proactive tendency gives firms the ability to anticipate change or 

needs in the marketplace and to capitalize on opportunities offered by their 

environment (Hughes and Morgan, 2007, Wiklund and Shepherd, 2005; Covin and 

Slevin, 1989,). This confirms the positive impact of proactiveness on firm debt 

financing and thus family businesses need to take the initiative in staying ahead of 

competitors by introducing novel ideas, products, or services (Casillas and Moreno, 

2010, Casillas et al., 2010, Kallmuenzer et al., 2018, Stenholm et al., 2016). 

Regarding the relationship between competitive aggressiveness and debt financing, 

the result indicates that competitive aggressiveness is positively correlated with debt 
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financing, and it is also statistically significant at a 5% level. From the result, a unit 

increase in competitive aggressiveness increases debt financing by 19.5%. 

Competitive aggressiveness was hypothesized to be positively associated with family 

business debt financing. This result also confirms that, in the unique family business 

context, firms that tend to act frequently and speedily in their marketplace also tend to 

capture business opportunities and secure first-mover advantages (Hughes and 

Morgan, 2007). This finding provides another original contribution, as this dimension 

has been omitted by most of the family business research, and studies that have 

considered it (Casillas and Moreno, 2010, Kallmuenzer et al., 2018) have found no 

significant association with firm debt financing. This may be due to the survey period 

examined. An economic crisis hit the Nigerian economies hard in mid-2016 due to an 

unexpected decline in the oil price which led to a sharp drop in oil revenue which 

severely affected Nigeria’s foreign reserve (Adeniran and Sidiq, 2018). As a result, 

family businesses emerged as a focus of major strategic importance, due to their role 

in revitalizing the economy and reducing unemployment. As identified by prior 

research (e.g., Gómez-Mejía et al., 2007), family businesses are ready to temporarily 

put aside concerns about reputational losses due to aggressive competitiveness in 

urgent situations. The results also indicate that risk-taking is statistically significant at 

1% and correlates positively with debt financing among family businesses in Nigeria. 

From the result, a unit increase in risk-taking increases debt financing by 19.6%. The 

general assumption is that risk-taking will have a stronger influence on family firm debt 

financing when the concern to maintain SEW is higher (Gómez-Mejía et al., 2007). 

Finally, a positive and significant association between autonomy and family business 

debt financing was found, confirming the view that the strong preference for survival 

characterizing family business is related to autonomy (Dess et al., 2011). A unit 

increase in autonomy increases debt financing by 11.3%. The ability of employees 

and teams to act autonomously enables the family business to improve its debt 

financing (Kallmuenzer et al., 2018, Zellweger and Sieger, 2012). In summary, whiles 

H1b is rejected, H1a, H1c, H1d, and H1e are accepted. From the results, the highest 

predictor of debt financing is risk-taking (19.6%) while the lowest predictor of debt 

financing is autonomy (11.3%). The results of the statistical analysis and hypotheses 

testing are presented in Table 7.5 below. 
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Table 7.5: Results of Hypotheses Testing        

H1: Entrepreneurial orientation (EO) dimensions are positively 
associated with debt financing of family businesses 

  

H1a: Risk taking is positively associated with debt financing of family 
businesses 

Supported 0.165** 

H1b: Innovativeness is positively associated debt financing of family 
businesses   

Not supported    -0.100 

H1c: Proactiveness is positively associated with debt financing of family 
businesses 

Supported 0.157** 

H1d: Competitive aggressiveness is positively associated with debt financing 
of family businesses 

Supported 0.175** 

H1e: Autonomy is positively associated with debt financing of family 
businesses 

Supported 0.183** 

    

H2: Socioemotional wealth Moderate the effects of the Entrepreneurial 
Orientation (EO) dimensions on debt financing of family 
businesses   

  

H2a: Socioemotional wealth Moderate the effect of Risk-taking on debt 
financing of family businesses   

Supported 0.217** 

H2b: Socioemotional wealth Moderate the effect of Innovativeness on debt 
financing of family businesses   

Not supported   -0.088 

H2c: Socioemotional wealth Moderate the effect of Proactiveness on debt 
financing of family businesses   

Supported 0.207** 

H2d: Socioemotional wealth Moderate the effect of Competitive 
aggressiveness on debt financing of family businesses   

Supported 0.225** 

H2e: Socioemotional wealth Moderate the effect of Autonomy on debt 
financing of family businesses   

Supported 0.180** 
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7.5. Statistical Moderation Analyses 

The empirical evidence in the preceding section supports the debt financing model. 

This section discusses contemporary procedures for examining the moderating role of 

SEW on the effects of entrepreneurial orientation dimensions on debt financing of the 

family businesses. The choice of moderating analysis is based on the general 

hypothesis developed in the conceptual framework in Chapter 5 that entrepreneurial 

orientation dimensions influence debt financing. The outcome of empirical research is 

more helpful to stakeholders’ understanding of the research problem if it establishes 

not only whether X affects Y but also how and when that relationship holds (Dawson, 

2014; Baron and Kenny, 1986). Statistical moderation analysis helps researchers to 

understand the mechanisms through which a variable affects the direction and/or 

strength of the relationship between an independent variable and a dependent variable 

(Hayes, 2017; Dawson, 2014; Baron and Kenny, 1986). Therefore, this section 

discusses the tests of SEW moderating the effects of entrepreneurial orientation on 

debt financing of family businesses. 

 

7.6 The Moderating Role of Socioemotional wealth 

Financing theories posit that an effective entrepreneurial orientation may be a good 

predictor of firm access to debt financing (Vaznyte and Andries, 2019; Zampetakis et 

al., 2011; Wiklund and Shepherd, 2005). Based on empirical data from the current 

study, these claims are supported as reported in section 7.4. This section reports the 

results of analyses examining the moderating role of SEW on the effects of 

entrepreneurial orientation dimensions on debt financing. 

 

7.6.1 SEW Moderating the Effects of Entrepreneurial Orientation on debt 

financing 

This subsection examines the moderating role of SEW on the effects of 

entrepreneurial orientation dimensions on the debt financing of family businesses. In 

the moderation analyses, the dependent variable is debt financing. The independent 

variables are risk-taking, innovativeness, proactiveness, competitive aggressiveness, 

and autonomy. To test the hypothesised moderation effects, the moderator variable 
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SEW was entered in Model 3 and then the five interaction terms in Model 4. Table 7.4 

reports the detailed analysis executes. 

As indicated by Schepers et al., (2014), in a moderation analysis, the effect of any 

independent variable X on the dependent variable Y is not any single constant. The 

effect of an independent variable (X) on the dependent variable (Y) depends on the 

coefficients (betas) of X and the interaction term XZ, as well as on the value of the 

moderating variable (Z). In Table 7.4, debt financing is the dependent variable (Y), and 

entrepreneurial orientation is the independent variable (X). Accordingly, Model 3 and 

Model 4 have debt financing as the dependent variable.  

Hypotheses 2 which predicted the moderating effect of SEW on the relationship 

between entrepreneurial orientation and debt financing was tested by introducing an 

interaction term between the independent variables and the particular moderating 

variable. Thus, moderating variables: SEW, was introduced in Model 3, whereas 5 

interaction terms between each of the entrepreneurial orientation dimensions and the 

moderating variable were included in Model 4 of the regression analysis. Following the 

recommendation of Aiken and West (1991), the values of the predictor variables and 

the moderator variables used in the interaction terms were standardized using their 

respective means and standard deviations. In Model 3, with the moderator variables 

in the model, the effect of risk-taking (β=.0.155**, p< .001), ‘proactiveness (β=.0.168**, 

p< .001), competitive aggressiveness (β=.0.211**, p< .001), and autonomy 

(β=.0.139**, p< .001) remained significant and positive. While the effect of 

innovativeness is not statistically significant. This result shows that SEW increases the 

intensity of the influence of risk-taking, proactiveness, competitive aggressiveness, 

and autonomy on debt financing, thereby supporting the idea that initiating and 

implementing these dimensions are related to the level of SEW in the family firm. In 

this way, H2a, H2c, H2d, and H2e were confirmed and lends support to the idea that 

SEW has an extraordinary boosting effect that enables better access to debt financing 

when the business demonstrates clear proactiveness, competitive aggressiveness, 

autonomy, and when the business uses their capability to take risks and fully exploit 

business opportunities. This result confirms Hypothesis 2 that socioemotional wealth 

moderates the effects of the entrepreneurial orientation dimensions on debt financing 

of family businesses. Hypotheses H2a, H2c, H2d, and H2e, proposing that SEW 

moderates the relationships between family firm debt financing and risk-taking, 
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proactiveness, competitive aggressiveness, and autonomy, were all supported. 

Hypotheses H2b was not supported. Previous research offers some possible 

explanations for this effect. Mukiri (2011) suggested that several dimensions of 

organizational culture influence the positive effect of entrepreneurial orientation on 

debt financing, as the long-term orientation. Taking this argument further, Mukiri (2011) 

contended that the long-term nature of family firms’ ownership allows them to dedicate 

the resources required to exploit business opportunities. Another important reason of 

this result is that the higher the level of SEW in a family business, the higher would be 

the expected speed of the decision-making process (Zahra et al., 2004; Kellermanns 

et al. 2008), accelerating the impact of entrepreneurial orientation on debt financing. 

Lastly, the actual interaction effects between the 5 dimensions of entrepreneurial 

orientation and SEW were introduced into the regression in Model 4 and the interaction 

terms display significant contributions over and above the main effects (R² Change = 

0.024 (2.4%), p < 0.01).  All variables included in the calculation of the interaction 

scores were z-scored, following the recommendation of Aiken and West (1991). The 

analysis revealed that the effect of the interaction term between SEW and risk-taking 

(β=0.217**, p< .001), proactiveness (β=0.207**, p< .001), competitive aggressiveness 

(β= 0.225**, p< .001), and autonomy (β= 0.186**, p< .001), were all significant and 

positive. While the effect of the interaction term between SEW and innovativeness was 

non-significant. 

 

7.7 Chapter Conclusion 

This chapter provides a discussion of the quantitative research findings which focused 

on assessing the impact of SEW on the relationship between entrepreneurial 

orientation and debt financing of the family businesses. In summary, this chapter has 

reported the correlation, regression, and moderation analyses of the results of the 

quantitative research. The results are discussed and interpreted based on findings 

from quantitative research and prior research. The discussion began with an analysis 

of the demographic and characteristics of the family businesses. This was to provide 

an in-depth understanding of the nature and characteristics of the family businesses 

operating in the southwest and northcentral geopolitical zone of Nigeria. This analysis 

has been very insightful especially with regards to how these characteristics influence 
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the debt financing of the family businesses. The first part of the discussion was to 

subject these demographic factors (business age, business size, gender, and level of 

education) to an examination through regression analysis. The discussion provided 

evidence to the fact that these demographic factors influence the debt financing of the 

family business significantly. 

Secondly, the results have shown that entrepreneurial orientation dimensions are 

positively associated with debt financing. Entrepreneurial orientation dimensions 

include risk-taking, innovativeness, proactiveness, competitive aggressiveness, and 

autonomy. Until the current study, the influence of entrepreneurial orientation 

dimensions on debt financing of the family business has not been empirically 

investigated. Thirdly, the findings show that SEW moderates the effects of 

entrepreneurial orientation dimensions on debt financing of the family business. Until 

the current study, the possibility that SEW may have a moderating role has not been 

empirically examined. Scholars indicate the need for using SEW as a moderator in 

research models (Hernández-Linares and López-Fernández, 2018; Nordqvist et 

al.2015). Finally, based on the regression models and the findings in the literature, 

four regression equations have been generated to satisfy the hypothesis indicated in 

chapter 5. The findings and its subsequent discussion also revealed that the 

independent variables have a significant influence on the debt financing of the family 

business. 

In conclusion, the analysis of the quantitative results in this chapter supports the 

proposed conceptual framework in chapter 5 for the impact of SEW on the relationship 

between entrepreneurial orientation and debt financing of family businesses. Based 

on the results, therefore, H1a, H1c, H1d, H1e, H2a, H2c, H2d, and H2e, are accepted 

whiles H1b, and H2b, are rejected. However, this chapter cannot be conclusive on the 

impact of SEW on the relationship between entrepreneurial orientation and debt 

financing of family business without recourse to the discussion of the qualitative 

results. The next chapter, therefore, discusses the qualitative findings of this study. 
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CHAPTER 8: QUALITATIVE RESEARCH FINDINGS 

8.0 Introduction  

This study employed a mixed-methods approach using an explanatory sequential 

triangulation strategy. The purpose of a triangulated study is for convergent validation 

and the richness of a study (Fielding, 2012). Thus, it can blend two methods of inquiry 

for the purpose of external validity (Creswell, 2014). The preceding chapter discusses 

the quantitative research findings regarding the impact of SEW on the relationship 

between entrepreneurial orientation and debt financing. This was done by using the 

quantitative data obtained from the 405 family businesses that were engaged in the 

quantitative study. This chapter discusses the findings of the qualitative research 

which was undertaken to provide an in-depth understanding of the conceptual model. 

The qualitative portion of the mixed methods study involved a case study design based 

on interviews with 10 owner-managers of the family businesses. The chapter 

synthesises the results of 10 face-to-face, semi-structured interviews conducted with 

the family business owner-mangers in Nigeria. This chapter includes five sections: 

First, Section 8.1 discusses the case study area. Second, section 8.2 discusses the 

background of the case studies Firms. Third, section 8.3 demonstrates the effects of 

entrepreneurial orientation dimensions on debt financing. Fourth, section 8.4 focuses 

on the moderating role of socioemotional wealth (SEW) in the relationships between 

entrepreneurial orientation dimensions and debt financing. Fifth, section 8.5 explains 

the implications of the evidence from the interviews on the conceptual model. Finally, 

section 8.6 draws the overall conclusion that indeed SEW has a role; specifically, it 

moderates the effects of entrepreneurial orientation dimensions on debt financing. 

8.1. Case study area 

The interviews were conducted in 2 locations (cities) in Nigeria. These were Lagos 

and Kwara State. Employing purposive sampling and snowball sampling, 10 owner-

managers selected from family businesses located in Lagos and Kwara states of 

Nigeria participated in the case study aimed at in-depth exploration of the quantitative 

results. Lagos is the commercial hub of Nigeria as 60% to 70% of businesses and 

industrial transactions are executed in Lagos (SMEDAN, 2017; Ogbechie and Anetor, 

2015; Lucky et al., 2011). Lagos is the most economically viable city in the country 

(SMEDAN, 2017). As the former capital city of the country, it is home to all categories 
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of businesses. The population of the city is also another positive factor that promotes 

business. In this city, business thrives because of the population and consequently a 

large market for virtually everything that is sold (Jumah et al., 2008). Kwara was the 

residential base of the researcher while the process of data collection lasted. 

Consequently, it was the starting point for data collection. From this state, the 

researcher travelled to the other location following the planned schedule of visits to 

the other location. The state did not automatically qualify as one of the data collection 

locations because it was the researcher’s residential base. Rather, it is because Kwara 

state is one of the prominent entrepreneurial states in the middle belt of Nigeria. 

Moreover, it is one of the states in the North-central geopolitical zones of the country 

where family businesses dominate the workforce carrying about 50% (Oladele and 

Oladele, 2016). Fig. 8.1 shows the states in Nigeria including Lagos and Kwara State 

Figure 8.1:  Map of Nigeria  

 

 

 

 

 

 

 

 

 

 

 

 

Source: Adapted from NIMC (2018)  
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8.2 The Background of Case Studies Firms 

Table 8.1 shows the studied cases and demography of the respondents. The 

comprehensive information regarding the scope and type of business activities carried 

out in the sampled firms is reported in Appendix 8.1. Each interview which was audio-

taped with their permission lasted between twenty minutes and one hour and most of 

the interviews were conducted on the interviewee’s owner premises since most of 

them found it difficult to be away from their premises during the business hour. All 

recordings were transcribed and processed by the researcher (see Appendix 8.2). As 

discussed previously, 10 interviews were conducted: 6 with female family business 

owner-mangers and 4 male family business owner-mangers. Using a sequence of 

semi-structured questions, the interviewees were asked to share their views on their 

respective organisations’ EO, SEW, and debt financing in order to provide a richer and 

more in-depth insight into the financing process amongst Nigeria family businesses. 

Except for two, all interviewees had at least a bachelor’s degree. 3 of the 10 

interviewees were from the retail sector. The service sector has two (2) participants; 

agriculture has two (2), hotels and restaurants have one (1), transport and distribution 

have one (1), and catering also has one (1). Regarding business size, the 

interviewee’s businesses distribute around the central size band of between 10 and 

49 employees. The common business age group was the 10-19 age group, followed 

closely by the 20-29 age group. Sole proprietorships were the most represented 

business type with partnership and the limited company making up the rest of the legal 

form of the business. 
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Table 8. 2: The Studied Cases and Demography of the Respondents 

Company 

Family 

Business 

Business Size 

(No. of 

Employees) 

Business age 

range (years) Sectoral distribution Legal form 

Geographical 

Location Interviewees Level of education Gender 

Firm A Yes 12 20-29 Retail and Wholesale Sole trader North Central Owner Secondary School Female 

Firm B Yes 101 30+ Catering Partnership North Central Owner No formal qualification Male 

Firm C Yes 26 20-29 Agriculture Partnership North Central Owner Undergraduate degree Male 

Firm D Yes 15 10-19 Retail Sole trader South West Owner Postgraduate degree Female 

Firm E Yes 41 20-29 Transport and distribution Sole trader South West Owner Postgraduate degree Female 

Firm F Yes 21 10-19 Hotels and restaurants Sole trader North Central Owner Postgraduate degree Female 

Firm G Yes 75 10-19 Agriculture Partnership North Central Owner Undergraduate degree Male 

Firm H  Yes 5 0-9 Professional services Partnership South West Owner Postgraduate degree Female 

Firm I Yes 9 10-19 Professional services Limited Company Southwest Owner Postgraduate degree Male 

Firm J Yes 17 0-9 Retail Sole trader South West Owner Undergraduate degree Female 
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8.3 Findings on Entrepreneurial Orientation dimensions Influencing Debt 

Financing 

An in-depth discussion of the results derived from the 10 interviews is provided in 

subsection 8.3.1 for entrepreneurial orientation dimensions’ Influence on debt 

financing. 

 

8.3.1 Entrepreneurial Orientation dimensions’ Influence on Debt financing 

According to Mukiri’s (2011) study on the effect of the entrepreneurial environment on 

debt financing, entrepreneurial orientation refers to a firm’s degree of entrepreneurship 

which includes a propensity to act autonomously, a willingness to innovate and take 

risks, and a tendency to be aggressive toward competitors and proactive relative to 

marketplace opportunities (Lumpkin and Dess, 2001; Lumpkin and Dess,1996; Covin 

and Slevin, 1989, 1991; Miller 1983).  Risk-taking involves taking bold action by 

venturing into the unknown, and/or committing significant resources to venture into 

unknown environments. Innovativeness is the predisposition to engage in creativity 

and experimentation through the introduction of new products/services as well as 

technological leadership via research and development. Proactiveness is an 

opportunity-seeking, forward-looking perspective characterized by the introduction of 

new products and services ahead of the competition and acting in anticipation of future 

demand. Autonomy is a tendency towards independent action of an individual or a 

team in bringing forth an idea or a vision and carrying it through to completion. 

Competitive aggressiveness involves a firm’s propensity to directly and intensely 

challenge its competitors to achieve entry or improve position, that is, outperform 

industry rivals in the marketplace (Lumpkin and Dess, 2001; Lumpkin and Dess,1996). 

Consistent with the theoretical perspectives above, the interviews with the family 

business owner-managers in this study revealed the way they implemented each 

entrepreneurial orientation dimension. One of the interviewees demonstrated 

practicing entrepreneurial orientation in terms of risk-taking, of obtaining loans, of 

using proactive ideas to get a loan in the early stage even though they had been 

rejected by a commercial bank, of being aggressive to achieve what they had intended 

and, more importantly, of showing how the absolute power of being a founder or owner 
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of the business entity gave them autonomy to speed up decision making, as the 

following comment shows: 

“It was hard to gain any financial support when we were at the early stage of 

the business, in my case the textile business, because we did not have any 

previous track record even though I had established my shop for such a long 

period. These were the things that made it hard for financial institutions to give 

me a loan. But since banks have different requirements, sometimes a 

guarantee from friends is sufficient. So, I asked my friend to guarantee me to 

get a loan from the bank.” (Firm A) 

As described here, in Firm A’s view, entrepreneurial orientation is considered the main 

factor that influences debt financing. The requirement for a personal guarantee by the 

lender shifts the risk away from them. However, at the same time, businesses need to 

show improvement in managing their businesses to enhance debt financing, maintain 

a good credit record and improve their financial transaction recording to the banks. In 

another perspective, the fundamental importance of entrepreneurial orientation was 

supported by a business owner-manager who clarified that: 

“Choosing the right strategy to obtain funding is important for us. Without having 

enough financial resources, we cannot survive. Any business needs funding to 

start or expand its business operations. Thus, entrepreneurs, that wish to obtain 

loans from banks, need to adopt an entrepreneurial orientation. In other words, 

such entrepreneurs need to provide autonomy in the marketplace and adopt 

innovative, risk-taking, proactive, and aggressive strategies.” (Firm C) 

The above excerpts from the interview indicate that entrepreneurial orientation is an 

important determinant of obtaining debt financing (Mohammed et al., 2016; Mukiri, 

2011). Family firms tend to emphasize long-term growth (Lumpkin and Brigham, 2011; 

Berrone, Cruz, and Gomez-Mejia, 2012). Nigerian family firm focuses on strategic 

planning to sustain its legacy (Onuoha, 2012). Entrepreneurial orientation is a strategy 

that the company can use to improve its debt financing. Adequate external financial 

access needs to be combined with the internal elements in the business organization 

itself. As identified by Zampetakis et al (2011), entrepreneurial orientation may be a 

significant element in representing the architecture of firm management. Similarly, 

entrepreneurial orientation can be an accelerated channel for the business to gain 
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financial resources through better chances for them to access debt financing (Wiklund 

and Shepherd, 2005; Covin and Lumpkin, 2011). Specifically, the 10 interviews 

identified major entrepreneurial orientation dimensions relevant to debt financing. 

These dimensions include risk-taking, innovativeness, proactiveness, autonomy, and 

competitive aggressiveness.   

 

8.3.1.1 Risk-taking Influence on debt financing 

The interviews indicate that the interviewees undertake risk as they lead their 

respective family businesses. The interviewees indicated that taking risks and being 

exposed to risk is prevalent in their operations. These risks seemingly begin right from 

the start-up of the family business to the everyday running of the operations. Most of 

the owner-manager agreed that risk-taking strategies in firms are important for the 

growth and profitability of the firm. Generally, banks and other financial providers will 

give a loan to a profitable or potentially viable business. Also, the interviewees indicate 

adopting different risks at different stages of their business growth. Bold risks are 

seemingly taken during the early stages of starting up the business while risk-taking 

becomes more averse as the business becomes more developed. Below are quotes 

from owner-managers of “Firm D, H, G, and B” who observe that generally, businesses 

that are open to new ideas and are comfortable dealing with risk and situations of 

uncertainty are likely to have a high growth rate that may influence a firm’s ability to 

access debt financing. 

“Last month I got an order to supply wedding and bridesmaid dresses. It was a 

very complicated design and I have never supplied it before. Yet I accepted the 

order because the price is good and to help my firm achieves high growth. And 

as you know profitability and growth potential are important factors when 

accessing debt finance. Usually, under normal circumstances, banks will grant 

loans to a profitable or potentially viable business.” (Firm D) 

 

“Suppose an order comes from a new buyer and I haven’t known the buyer 

before, I will take this order as long as I know the product requirements, type of 

office equipment that he wants et cetera. I will do my best to take the opportunity 

and serve the buyer as much as I can, to enhance my firm’s productivity and 
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growth. Because generally, a high growth rate may influence a firm’s ability to 

access finance from banks and other financial institutions. Banks and other 

financial providers are probably more willing to fund businesses that have high 

potential growth in the market with a good cash flow position.” (Firm H) 

One respondent acknowledged that he had gone to a commercial bank when he 

needed capital right away, even though the interest rate was very high. Below are 

quotes from the interview. 

“I would say for example we got an order from a new buyer, and we needed 

capital to fulfill the order, we couldn’t ask for an advance payment from him 

because he did not know our firm very well yet. So, we went to First Bank who 

could lend the business money in a shorter time even though they charged us 

with a high interest rate, about 3% to 5% per month. We would take this risk 

because the firm doesn’t want to lose a business opportunity.” (Firm B) 

One owner-manager reported taking opportunity-seeking risks. The company 

conducted a bold strategy by chosen to export directly to their buyers and final 

customers in foreign markets. Even though this is risky, they expect higher returns 

than those from selling through local middlemen or agents. 

“We export directly to our buyers overseas. Though we are aware that this is 

very risky because of distance and language, but if they are satisfied with our 

products, we can get a higher profit than we can if I send it using agents or 

middlemen. The most important thing is how to establish good communication 

and develop trust with our buyers in a foreign market. As long as we do 

business correctly, and do not deceive, our clients overseas will continue to buy 

from us at the same time enhance our firm’s productivity and growth. And 

besides, firms capable of taking on higher risk projects will tend to reap a larger 

reward in the form of greater growth and strong access to finance.” (Firm G) 

The interviews indicate that extent of financing and the choice of capital sources are 

both driven by a multitude of firm strategic abilities. Therefore, risk-taking was found 

to have a positive influence on family business debt financing. This finding resonates 

with prior research that firms that have risk-taking strategies are more prone to focus 

attention and effort toward emerging opportunities (Mukiri, 2011; Wiklund and 

Shepherd 2003). Debt financing can be seen as an emerging opportunity for the family 
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business since a majority of them do not utilize it. In this respect, risk-taking should be 

expected to influence debt financing (Mohammed et al., 2016; Mukiri, 2011). 

 

8.3.1.2 Innovativeness Influence on debt financing 

The interviews indicate that entrepreneurs adopt high levels of innovativeness to be 

competitive and to differentiate themselves from their competitors. In other words, their 

perception of innovativeness was not necessarily related to newness or novelty as 

suggested by some scholars (e.g., Lumpkin and Dess, 2001; Lumpkin and 

Dess,1996). Innovativeness appears to be displayed by producing some changes, 

which are perceived to be new to the business. These changes, however, might not 

be new to the industry. Furthermore, innovativeness does not appear to refer to the 

commitment of resources to invest and develop novel products, services, and 

technology processes. Instead, most interviewees appear to be innovative by adapting 

and customising existing or novel creations of their competitors. Below are quotes from 

the interviews. 

“Concentrate mango juice brands have been produced since 2005. I have a 

specific attitude towards the products that I launched myself, and a different 

attitude towards the ones produced before it, as these communicate something 

very important to us. I integrate current knowledge and experience in the new 

product and the introduction of the brand boosts up the company sales. And as 

you know, the trading and business experience of the owner-managers can 

exert important influences on the firm's ability to secure external finance. The 

banks would prefer to deal with people who know what they are going to do and 

are aware of the environment of their business and any challenges involved. 

Besides, people with experiences are more likely to experience future growth 

and success which is good for the business in the long run.” (Owner-Manager, 

Firm C) 

“Our firm is determined to preserve the traditional unique handmade dress while 

also bringing a contemporary feel to the brand. For example, in 2014, during 

the Fashion Design Week, our firm presented a collection of shoes, dresses, 

bags, and accessories made with LED fibre optics that emit light, a combination 
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of innovation and tradition that one fashion writer called genius. These sets of 

collections are the key components that increased our sales.” (Firm D) 

“In our company, we have adopted specific products and services to 

accommodate Islamic guests. In fact, the services include the provision of a 

prayer room for devout Muslims, offering halal food choices on their restaurant’s 

menus, and the provision of an all-female swimming pool section for Muslim 

women. And been in the hospitality industry the process adopted is a simple 

marketing strategy that optimizes efforts in promoting Muslim friendly tourism 

and attracting this large section of potential consumers. And you that a firm's 

growth opportunities play an important role in influencing the debt finance of 

businesses as banks tend to lend to firms with healthy sales growth records.” 

(Firm F) 

In another perspective, firm B acknowledges that the company follows the integration 

approach to innovation. The interviewee has this to say: 

“In our bakery, we integrate current knowledge and experience in new product 

development. we developed many variations of bread by reinterpreting the 

current offer while combining it with new ideas, including flour with whole wheat 

grains, different pastries made from the same dough, and gluten-free bread for 

people with celiac disease.” (Firm B). 

The interviews indicate that innovative strategies are relevant when access debt 

finance. The findings of the qualitative interviews resonate with most extant literature 

that innovativeness is an important determinant of obtaining debt finance (Casillas and 

Moreno, 2010; Mukiri, 2011; Mohammed et al., 2016).  

8.3.1.3 Proactiveness Influence on debt financing 

The interviews indicate that proactive businesspeople operating as entrepreneurs and 

the companies are more likely to have a good indication of the eligibility for accessing 

debt finance. Below are quotes from entrepreneurs who explain the decisions they 

had to make in businesses to be proactive. 

"In this firm, what we always wanted to do was find a better way of doing 

something. We do not want to do it in the traditional way so in 2010 the firm 

was eager and fast in getting into the retail market by adopting the POS (point 
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of sale) terminals where our consumer makes a payment for a particular 

product. The electronic payment device enables our customers to make 

purchases with electronic cards and this has assisted us to increase the volume 

of sales This act has been an outcome of proactive thinking in the sense that 

the efforts have aimed to satisfy the current needs of the customers and the 

local retailers would have otherwise lost their customer portfolio to us. 

Moreover, banks and other financial providers are probably more willing to fund 

companies that have high potential growth in the market.” (Firm J) 

“Getting proactive in planning our business is crucial to us. A business plan is 

a key to better understand our business. A business plan incorporating financial 

forecasts and growth intentions is a crucial element in a loan application. And 

of course, external agencies such as banks, that provide debt finance for start-

up or expansion of the business, require business plans before any loan 

application could be approved. Presenting a detailed business plan is a good 

indication of the eligibility for accessing bank finance. Generally, businesses 

that get proactive to plan their business have a big advantage.” (Firm I) 

“By proactively planning our business and sharing the business analysis and 

scenarios with a commercial bank the firm was able to use a business plan in 

obtaining a loan from the bank. As you know, the bank needs to know the 

viability of the project and its potential for market success. It was easy for our 

company to get approval as the availability of our business plan boosts the 

confidence of interested parties, i.e., in our case is a bank, to finance the cost 

of the venture.” (Firm E) 

One respondent acknowledges that business expansion provides significant 

opportunities for generating additional financial resources. Below is a quote from the 

interview with Firm D. 

“Well, the business has seen some of the opportunities. As the owner of this 

business, the firm participates in trade fairs not only in this town but also in other 

regions. So, the firm can see the product trend, particularly for the global 

market. Then we will apply the design to the firm’s products that the company 

will offer to its customers.” (Firm D) 
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Some of these proactive respondents have sought information from local government 

offices and other institutions whose authority relates to the development of the family 

business sector. Below is a quote from the interview with firm B. 

“I know that in our business we cannot do everything by ourselves. The 

business needs support if it wants to be successful. So, the firm contacted the 

local government industry and trade office to get information about foreign 

buyers listed in their booklet. The firm also contacted the cooperative’s office to 

seek information about whether the office can provide any support for our 

company such as financial assistance. I know that if I only wait for them, the 

government will not come to help us. By visiting their offices, our company also 

developed networking with government representatives. Although our company 

was able to get assistance from them, but the loan process took a long time.” 

(Firm B) 

From the above findings, it is evident that proactive strategy is focused on 

accomplishment, but particularly on the accomplishment with real impact (Bateman 

and Crant, 1999; Fatoki, 2014). For example, having heard that one of the financial 

institutions had won the trust of the ministry of cooperatives to distribute loans to 

businesses in the manufacturing industry in Kwara state, the owner-manager of Firm 

B visited the financial institution, asking whether he could be eligible to get debt 

finance. Thus, his effort in actively seeking information to acquire financial resources 

reflected his proactiveness proclivity. 

8.3.1.4 Autonomy Influence on debt financing 

The interviewees were of the uniform opinion that autonomy is essential for a firm to 

be entrepreneurial. Innovation, risk-taking, and proactiveness all depend on how much 

the employees are given the freedom to make decisions. Citing an example as a textile 

retailer she commented: 

“Entrepreneurial action in a company is not only the right or privilege exclusive 

to the owner, but it must also come from the employees. We do give a lot of 

freedom to our employees to find opportunities, take risks, experiment, and 

innovate.” She cited an example: “Recently when one of our employees came 

up with an idea of involving customers in clothing design, we gave her the 

freedom to implement her innovative idea. She created a section in our store 
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which is now called customer designs and showcases designs suggested by 

customers. It went very well with our customers, and we received not only 

appreciation but also an increase in our sales and influence on our access to 

bank credit.” (Firm J) 

In another instance, an excerpt from firm D confirms the importance of autonomy when 

accessing debt finance. 

“It is possible that my employees propose ideas in product design. As you know, 

not all orders (wedding and bridesmaid dresses) we receive come with 

samples. Instead, some use pictures. But if it turns out that all the features on 

the picture cannot be implemented for making the product. We advise the 

customer; it has to be like this…. like that. Most of the ideas for changes come 

from employees, particularly from the design department. The need for growth 

Opportunities is one of the reasons for this move.” (Firm D) 

The interview indicates that the respondents acknowledged providing autonomy for 

their employees by giving them opportunities to be involved and participate actively in 

some business activities, such as proposing ideas, and some autonomy in matters 

such as deciding their work methods. Overall, autonomy is an important measure of 

entrepreneurial orientation, and this measure works well along with other EO 

measures. The discussions revolved around the empowerment and support of 

employees, and the creation of organizational structures that are independent and 

support innovation and other EO measures. From the findings, it is evident that 

providing autonomy in the marketplace could assist the family business in gaining 

access to debt finance. The findings of the qualitative interviews resonate with prior 

research confirming the view that the strong preference for survival characterizing 

family firms is related to autonomy (Dess et al., 2011). The ability of employees and 

teams to act autonomously enables family firms to improve their financial resources 

(Wiklund and Shepherd 2003; Kallmuenzer et al., 2018; Zellweger and Sieger, 2012). 

 

8.3.1.5 Competitive aggressiveness Influence on debt financing 

The interview indicates that owner-managers were of the view that competitive 

aggressiveness largely depends on the market structure in which the firm operates 
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and is critical in deciding how much a firm can aggressively challenge the competitors. 

One of the interviewees was of the view that competitive aggressiveness is a posture, 

which a firm adopts, and the business should decide which strategic posture to adopt 

and accordingly develop capabilities to beat the competition. One of the interviewees 

commented that: 

“I am aware that there is competition in this industry and competition entails 

some degree of aggressiveness, so I maintain quality. I may decrease the price, 

but I still emphasise quality. So, with good quality, buyers will get satisfaction 

and they will repeat their orders. Otherwise, buyers will not come to us, and you 

know, firm reputation is extremely important by banks when deciding whether 

or not to grant credit.” (Firm G) 

Another interviewee commented that, 

“If the buyer asked for concentrated mango juice it must be 100% pure mango 

Juice. We cannot mix it with other types of fruit. The juice must be processed 

properly. The measurement must be correct according to the specifications. We 

cannot reduce the size of the to get more profit. The finishing process must be 

smooth, clean et cetera. Because you know product quality is the most 

important product value for our firm and product quality could be achieved if a 

business fulfils buyers’ requirement. We ensure the product quality to increase 

turnover. And you know the personality characteristics of a borrower such as 

trustworthiness, reputation, honesty, and integrity are significant factors that 

influence debt finance when seeking a loan from financial institutions.” (Firm C) 

In another perspective, firm E confirmed competitive aggressiveness ensures that you 

always lead in the market and your employees are also competitive and strive for 

market leadership. The interviewee has this to say. 

 

“In our industry, the basis for competition is the price and this largely depends 

on costs. If we are unable to reduce our costs, we are unable to pass this as a 

benefit to customers to improve customer loyalty and market share. However, 

having said that reduction of cost is not easy, especially if you want to be a cost 

leader in the market. It requires strong collaboration with suppliers and 

retailers.” (Firm E) 
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Overall, the measures of competitive aggressiveness were found to be relevant by the 

interviewee. The findings from the qualitative interview suggest that competitive 

aggressiveness is determined by how firms can increase revenue flows by tapping 

into new opportunities. For example, the interviewees appear to monitor the actions of 

their competitors, but this is not done to outdo the competition. Instead, it is done to 

guide their actions to develop appropriate strategies for their businesses. This result 

also confirms that, in the unique family firm context, firms that tend to act frequently 

and speedily in their marketplace also tend to capture opportunities from the supply of 

capital (Mukiri, 2011; Casillas and Moreno, 2010). 

 

8.4. The Moderating Role of SEW on Effects of EO Influencing debt financing. 

The preceding section has discussed the evidence on what, how, and why 

entrepreneurial orientation dimensions influence debt finance. This section discusses 

how socioemotional wealth affects the relationships between entrepreneurial 

orientation dimensions and debt finance. 

8.4.1 SEW Moderating in the Effects of EO on debt financing. 

The interviews indicate that family firms are an important and prevalent type of firm 

that is often characterized by the family’s large undiversified equity position and its 

control of leadership. As found in the case studies and literature analysis (Schepers 

et al., 2014; Zahra et al., 2004; Habbershon and Pistrui, 2002) SEW has a greater 

influence on the entrepreneurial orientation and debt financing of family firms. The 

entrepreneurial orientation is highly relevant in the context of family firms (Nordqvist 

et al., 2008), and seems to grow with the increase in SEW level (Schepers et al., 2014; 

Habbershon and Pistrui, 2002) due to several reasons. One of these relates to a 

venture's ability to borrow family social capital to obtain debt financing. Below are 

quotes from the interviews. 

" In 2010, we asked for a loan of 2 million (Naira). At that time, they (the bank) 

did not know much about us and refused to lend, even though the amount was 

not large. Later we managed to secure the loan through Borrowed family social 

capital.” (Firm D) 
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As described here, in Firm D’s view, it is also evidenced that the alignment of interests 

between owners and management (Schepers et al., 2014; Habbershon and Pistrui, 

2002), that characterizes the family businesses, also influence the relationship 

between the entrepreneurial orientation and debt financing, as there is a greater long-

term orientation (Casillas and Moreno, 2010; James, 1999; Donckels and Fröhlich, 

1991; Covin and Slevin, 1989). 

“We had built a very successful chain of a retail large department store, starting 

with a small, high-quality retail store in 2012. Although, the retail market is 

considered a good business in terms of working capital requirements, with 

customers paying cash and suppliers’ payments being on favourable terms. But 

the development of a new store, however, could be costly to fund. In the early 

days, expansion had been supported by my husband’s inheritance, his parents 

had given him a plot of land and property that we pledged as security when 

borrowing from the bank.” (Firm J) 

The preceding perspectives are consistent with extant literature that the specific 

configuration of resources in family businesses (Eddleston, Kellermanns, and Sarathy 

2008), risk-taking (Hernández-Linares and López-Fernández, 2018), orientation 

towards survival, long-term investment (Casillas and Moreno, 2010), etc., suggest that 

SEW has a moderator influence on the relationship between EO and debt finance. 

Accessibility to financial resources is very important in a country because, as argued 

(Chua et al., 2011) debt finance is an important source of capital but difficult to obtain 

for family businesses owing to agency problems caused by the conflicts of interest and 

asymmetric information between borrowers and lenders. However, the result as 

evidenced above indicate that SEW intensifies the influence of entrepreneurial 

orientation on company access to debt financing. The excerpt from “firm D” confirmed 

that the impact of SEW could occur when borrowed family social capital is used to 

reduce the perceived agency costs of lenders and, consequently, improve access to 

debt financing. Similarly, the excerpt from “firm J” also confirmed that the impact of 

SEW could occur, when family social capital is borrowed to improve access to debt 

capital by enhancing the venture's ability to implement mechanisms that reduce 

borrower lender agency costs. The results are consistent with prior observations that 

when the firm is seen to be strongly oriented towards entrepreneurial orientation, the 
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involvement of the owners in the company management team will intensify their 

influence on debt financing (Casillas and Moreno, 2010; Wu et al., 2007). 

  

8.4.1.1 SEW Moderating in the Effect of Risk-Taking on debt financing. 

An inherently unique aspect of the family business is the close identification of family 

members with their firm (Gómez-Mejía et al., 2007; Berrone et al., 2012), which is 

often considered as an extension of the family itself. Family members desire to proudly 

represent a successful business. Usually, they are well-considered and engaged 

about the image formed by their decisions and the consequential entrepreneurial 

actions (Berrone et al., 2010), for instance, the scope and direction of their business. 

Therefore, it is very likely that such desire strengthens the relationship between a 

business’s capabilities to regularly reflect the success factors and the consequential 

entrepreneurial actions (Schepers et al., 2014). In addition, emotions play an important 

role in a family business motivation and decision to translate their capabilities into 

effect (Gómez-Mejía et al., 2007; Berrone et al., 2012). Due to long history and shared 

experiences the borders between family and business are blurred (Naldi et al., 2007) 

and such close overlap can lead to an emotional attachment by the owning family 

(Berrone et al., 2012). Just as with the identification, these feelings of relatedness and 

attachment result in family members’ desire to protect their welfare and positive self-

concept as firm B reports: 

“The initial financing where a loan from my father to facilitate the business 

because I would never have been able to put up that money when I started the 

company. If I would have gone to the bank and said that I want to borrow 6 

million (Naira) to establish the company, they would have said no way, not for 

starting that company. But as of today, the company is self-sufficient regarding 

financing and solely relies on retained earnings generated by the cash flow to 

finance investments. In the beginning, the bank would not lend us money, so I 

had to depend on my father, when we moved forward, they saw that the 

company was worth doing business with, so by then we solved all financing via 

the bank.” (Firm B) 
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The discussion with firm B shows that the respondent, who was the business founder, 

demonstrated a proclivity for new-venture risks, i.e., the risk that a new business will 

fail to achieve a satisfactory outcome. Also, the discussion with the participants 

revealed how family commitment as a socially based, family-specific resource can 

facilitate the initiation of entrepreneurial activities that spur opportunity-seeking risks 

and improved firm debt financing. The discussion with firm B revealed that whilst the 

type of business activity would be favourably considered when accessing debt 

financing, SEW could enhance the relationship between risk-taking and debt financing. 

In family businesses, the commitment to hand a successful business over to the next 

generation may motivate the owning family to focus on risk-taking for business growth 

(Eddleston et al. 2008). Hereby, they try to preserve the maintenance of family values 

through the business and a higher level of SEW would offer confidence to financiers 

and when family businesses undergo a higher risk for pursuing business opportunities. 

A risk-taking firm would take bold acts according to the nature of the environment and 

a adopt bold aggressive posture to maximize the probability of exploiting potential 

opportunities. The participant acknowledged that after the business was established, 

the company dared to undergo a higher risk for pursuing business opportunities. 

Respondents reported taking opportunity-seeking risks. The evidence shows that 

family firms deeply concerned with preserving their SEW endowment will seek to 

minimize the damage to financial resources. The concern for preserving 

socioemotional wealth endowments could strengthen the transformation of risk-taking 

into access to debt financing among family businesses. Aversion to any loss of 

socioemotional wealth stock seems to be family businesses’ main reference point 

(Gómez Mejia et al., 2007). However, the result of the interview provides a clue that 

suggests that the decisions of family businesses tend to consider both the current 

SEW endowment and future financial wealth (Gómez-Mejía et al., 2018). Moreover, a 

minimum level of financial resources is needed for business survival as well as critical 

to their success, and the alternative result in the total loss of the firm’s socioemotional 

wealth (Gomez Mejia et al., 2018). Thus, as firm B emphasised, higher levels of SEW 

will strongly motivate a family to mitigate potential downsides (Jiang et al., 2018). Such 

a motivational focus will likely lead a family business to focus on higher-quality risks 

and better opportunities, as their time horizon is relatively long term. Additionally, the 

desire to maintain SEW will lead to a long-term orientation which could intensify the 

influence of risk-taking on debt financing (Yang et al., 2020). 



200 |337 

 

8.4.1.2 SEW Moderating in the Effect of Innovativeness on debt financing. 

Previous studies (Martínez-Romero et al., 2019) agree that family businesses present 

a set of idiosyncratic characteristics, such as long-term orientation (Berrone et al., 

2012; Brigham et al., 2014), tacit knowledge (Patel and Fiet, 2011), social capital 

(Sanchez-Famoso et al., 2017) and outstanding commitment to firm survival (Revilla 

et al., 2016) which encourage innovative practices and thus, debt financing (Chua et 

al., 2011). These features are more pronounced as the integration among family and 

business becomes stronger (Martínez-Romero et al., 2019). Specifically, family 

businesses are endowed with superior tacit knowledge (Nieto et al., 2015), which is 

generated through the singular, deep and long-term family business owner 

interactions with employees and other stakeholders, such as suppliers of capital. 

Furthermore, the transmission of tacit knowledge through the businesses’ members, 

departments, and networks is an important source of sustainable competitive 

advantages for innovation, and therefore, could improve greater access to external 

financing such as debt finance (Patel and Fiet, 2011; Cabrera‐Suárez et al., 2001). On 

the other hand, family businesses may also possess greater social capital, which 

promotes the cultivation, nurturing, and development of quality and long-term 

relationships across generations with internal and external stakeholders (Miller and Le 

Breton-Miller, 2005) and makes it possible to strengthen the relationship between 

innovativeness and debt finance. The results of the interviews provide a clue to how 

SEW intensify a business's ability to borrow family social capital to obtain debt 

financing as the firm I states: 

“Our company created and introduced new juices product design to the market 

and started to run out of fund. An online platform that connects lenders and 

borrowers across the globe, owned by my relatives, intensify the link between 

my business and the bank to reduce lenders' agency concerns. Our company 

was able to use the online platform social capital to help resolve agency issues 

with lenders and obtain debt finance.” (Firm C) 

The discussion with firm C shows that Innovativeness is seen as an important part of 

a family business's resource portfolio (De Massis et al., 2016). However, to pursue 

and capture new opportunities via innovativeness that can help family businesses gain 

competitive advantages and improve firm debt financing (Wiklund and Shepherd, 



201 |337 

 

2003; Yu, 2013; Mukiri, 2011), it is not sufficient to simply possess this firm-specific, 

technically based (McGrath, 2001) resource. Instead, the resource must be 

appropriately managed by combining it with other critical resources in order to secure 

debt financing (Carnes and Ireland, 2013; Sirmon et al., 2007). Thus, in the case of 

firm C, SEW as a family-specific resource can facilitate the initiation of entrepreneurial 

activities that spur innovation and improved firm debt financing. The result of the 

interview was helpful to explain the inconclusive result of H2b in the quantitative 

analysis. However, there is a need for more investigation into the issue. One of the 

main goals of owning families is to preserve their firm’s heritage. They develop a long-

term strategy that aims at renewing family bonds by dynastic successions (Berrone 

et al. 2012). The SEW consideration to pursue the aim for renewing family bonds in 

family firms could strengthen the positive effect of innovativeness on debt financing 

(Gómez-Mejía et al., 2007). A higher level of SEW would offer confidence to financiers 

and when family businesses is innovative. The discussion with the participants 

revealed how the company created and introduced new juices product design to the 

market and started to run out of money. The juices produced in the founding period 

were imbued with a special message for the family that has endured to the current 

generation. The “firm C” case is innovative in terms of new product development, yet 

their classic juices are kept intact alongside innovative products. An online platform 

owned by relatives strengthen the link between the company and the bank. The 

evidence clearly shows that family businesses are distinguished by their long-term 

orientation and their extraordinary commitment to firm survival (Diéguez-Soto et al., 

2019), which also contributes to the more effective development of different innovation 

forms and thus, improves debt financing. Concisely, family businesses will take full 

advantage of their idiosyncratic characteristics for innovation (e.g., SEW) with the goal 

of achieving long-term business growth and survival. Specifically, SEW may 

strengthen the innovation and debt financing nexus by reinforcing the positive effect 

of product and process innovations on debt financing, leading to long-term business 

growth and survival. Therefore, the evidence clarifies that SEW moderates the 

relationships between Innovativeness and debt financing. Specifically, the positive 

relationships between Innovativeness and debt financing are strengthened at higher 

levels of SEW. 
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8.4.1.3 SEW Moderating in the Effect of Proactiveness on debt financing. 

The need to retain control over the business is a core aspect of SEW (Berrone et al., 

2012), and a significant amount of emotional wealth is derived from retaining control 

of the business in family hands (Gómez-Mejía et al., 2007; Berrone et al., 2012). 

Recent studies (e.g., Martin and Gómez‐Mejia, 2016; Martínez‐Romero and Rojo‐

Ramírez, 2016) highlight the existence of certain positive relationships between 

financial and emotional objectives when family businesses pursue financial goals 

through the increase of SEW. Thus, when there is an alignment between financial and 

emotional objectives, SEW could strengthen the relationship between proactiveness 

and debt financing. Accordingly, some elements of socioemotional wealth, such as 

social ties, emotional attachment of family members, and greater commitment to the 

firm (Sirmon and Hitt, 2003) foster the achievement of financial objectives and thus 

debt finance. That is, family businesses with higher socioemotional wealth are 

endowed with superior tacit knowledge due to the unique capabilities they have 

developed relating to the various routines, the know‐how, and the resources of their 

businesses. Moreover, businesses with higher SEW are also characterized by their 

long‐term orientation (Davis et al., 1997; Miller and Le Breton-Miller, 2005), which also 

contribute to improving debt finance (Anderson et al., 2003). Below are some excerpts 

from the comments of firm B: 

“When our internal sources of capital become inadequate and our business 

needed financing for growth, we sought external funding from a bank that is 

were well known to a family member to provide financing. I think everybody is 

proud of what our father was able to achieve within the community. I'm having 

the last name and I do like to keep that last name. And in this community where 

the company is situated, everybody knows the business, and it's actually only 

our close family that has this last name, it is not a very popular last name. So, I 

mean, it's a little bit about this last name thing that you identify with the firm.” 

(Firm B) 

The discussion with firm B revealed that a higher level of SEW would offer confidence 

to financiers and when family businesses are proactive, and financiers are more likely 

to offer support. The preceding perspectives are consistent with extant literature that, 

the matter of identification can intensify the relationship between proactiveness and 
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debt financing in general since the family desires are to maintain a good reputation in 

the local market and see the business grow which reflects upon the findings of Berrone 

et al. (2012) and Vardaman and Gondo (2014) in regards of preserving external SEW 

values. The family businesses will consider both emotional and financial factors to 

achieve an alignment between economic and non-economic goals. Thus, operating, 

financing and investment decisions are reached considering the abovementioned 

elements with the ultimate intention of improving access to debt financing. Therefore, 

the evidence clarifies that SEW moderates the relationships between proactiveness 

and debt financing. Specifically, the positive relationships between proactiveness and 

debt financing are strengthened at higher levels of SEW. 

8.4.1.4 SEW Moderating in the Effect of Autonomy on debt financing. 

One of the main goals of owning families is to preserve their business heritage. They 

develop a long-term strategy that aims at renewing family bonds by dynastic 

successions (Berrone et al., 2012). The socioemotional wealth consideration to pursue 

the aim for renewing family bonds in family businesses may strengthen the positive 

effect of autonomy and debt financing nexus.  Family firms internally establish strong 

relationships with their employees who usually reside very long within the company 

(Bammens et al., 2015; Berrone et al., 2012). Thus, the employees derive a special, 

externally oriented tacit knowledge and know for example about best practices in the 

market and competitor’s projects. If family managers are motivated to focus on the 

long-term establishment of these relationships and bind such social ties, they can 

make better use of their abilities because the employees’ tacit knowledge allows them 

to recognize more quickly what information they need and utilize it accordingly. 

Subsequently, the effect of autonomy on debt financing might be strengthened. Below 

are some excerpts from the comments of firm F: 

" This company is very well-known by its name and for allowing autonomy and 

flexibility to non-family managers and employees on less strategic operational 

matters. The company focus on the long-term establishment of these 

relationships and bind such social tie. As you know, a loan application has to 

be supported by a written business plan which should explain some business 

aspects such as predictions of cash flow, sales forecasts et cetera. To prepare 

a cash flow forecast requires a good background in accounting and some 
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experience. The employees or the bookkeeper are more expert than I am. They 

know the techniques better.” (Firm F) 

The discussion with firm F shows that autonomy is seen as an important part of family 

business because entrepreneurial action leads to departing from existing knowledge 

and routines which can turn into organizational constraints (Kallmuenzer et al., 2018; 

Habbershon and Pistrui 2002; Zellweger and Sieger 2012). The discussion with the 

participants revealed that a family commitment can intensify the process of translating 

autonomy to secure debt financing. This finding is in line with a recent study carried 

out by Kallmuenzer et al. (2018). They found that family goals have positive effects on 

the relationship between autonomy and financial resources. The discussion with firm 

F revealed that a family highly committed to the business can create an affective 

response among non-family employees. According to Zahra et al. (2008, p. 1038), 

“among the strongest influencers of employee affect are the organization’s leaders, 

i.e., the founders and owners in family businesses,” Thus, a strong affective 

commitment to the business on the part of the family makes it more likely that 

nonfamily employees will also develop a commitment to the family business 

(Kallmuenzer et al., 2018). More specifically, family commitment can foster not only a 

long-term orientation but also a sense of independence and responsibility among 

nonfamily employees by promoting affective commitment (Zahra et al., 2008), thereby 

creating conditions under which nonfamily employees contribute to determining how 

the family business's current resources can be combined to extend critical abilities 

(Kallmuenzer et al., 2018). Put simply, strong family commitment can foster 

commitment among non-family employees that can contribute to the process of the 

independent action of an individual or a team in bringing forth an idea or a vision and 

carrying it through to completion. A key factor in securing debt financing. The evidence 

clearly shows that a high level of market expertise (Baden-Fuller and Morgan, 2010) 

and the ability to recognize momentous trends (Hernández-Perlines et al., 2019), 

which can only come into effect upon the family’s willingness to engage in strong 

relationships with the typically long-term employed workforce may improve greater 

access to external financing such as long-term debt. Nevertheless, this unique family 

business attribute of binding social ties can also be extended to external factors, e.g., 

by cultivating and nurturing strong relationships with long-time suppliers, vendors, or 

clients (Berrone et al., 2012). These result in feelings of relational trust (Fitz‐Koch and 
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Nordqvist, 2017) that ultimately lead to special access to important networks featuring 

insider information and knowledge (Cennamo et al., 2012), and higher awareness of 

demands in the business environment. The relationship between autonomy and debt 

financing is therefore very likely to be strengthened by this family specific SEW 

dimension. 

 

8.4.1.5 SEW Moderating in the Effect of Competitive aggressiveness on debt 

financing. 

The relationship between competitive aggressiveness and firm debt financing and 

consequently its possible moderators have been given scant attention in the family 

business context (Hernández-Linares et al., 2018) However, the competitive 

aggressiveness and debt financing link seem to depend on the emphasis placed on 

SEW preservation. SEW has a strong impact on the families (Jiang et al., 2018), but 

the way they are perceived in the market will also likely guide their behavior. The 

interviews indicate that SEW will moderate the relationships between competitive 

aggressiveness and debt financing, in such a way that a firm’s competitive 

aggressiveness will have a more intense influence on debt financing when SEW is 

higher. Below is a quote from the interview. 

“Our business used existing resources in our entrepreneurial endeavour to 

enhance the debt financing of the firm. We maintain the family interest and 

values in the firm. Our business understands its competitors, and we were able 

to come up with strategies that help the company towards achieving a better 

outcome.” (Firm I) 

The evidence shows that SEW could intensify the relationship between competitive 

aggressiveness and debt financing. The discussion with the participants revealed how 

the company captures the distinct idea of beating competitors to the punch, suggested 

by Miller's (1983) definition of an entrepreneurial firm. It suggests the type of intensity 

and head-to-head posturing that new entrants often need to compete with existing 

rivals. Based on interviewees' elaboration, the business was able to relate to 

competitors and was able to respond to trends and demand that already exist in the 

marketplace because the family firm wants to maintain the family interest and values 

in the firm. Family businesses have resources that would make them more aggressive 
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as they have been in the market. Besides that, being a family business, they would 

also have the human resources within the family to strategize the company by 

allocating the right people in the job to achieve a better outcome (Lumpkin and 

Dess,1996). Furthermore, the interviewees elaborate on how they believe that the 

firm's reputation is linked to the success of the business. This implies that the 

reputation can intensify the relationship between competitive aggressive and debt 

financing. This relates to Cennamo et al., (2012), where the firm's identity may 

strengthen how the family firm conducts business activities since the identity guides 

the firm's behaviour and its perception of what is considered valuable in a business 

context.  The above discussion and the excerpts from the interview indicate that the 

greater the concern to preserve the SEW stock, the greater the need to build a strong 

and positive reputation. Hence, firms that aspire to protect and build their SEW are 

likely to execute aggressive strategies, as these increase their chance of survival. 

Therefore, the evidence clarifies that SEW moderates the relationships between 

competitive aggressiveness and debt financing. Specifically, the positive relationships 

between competitive aggressiveness and debt financing are strengthened at higher 

levels of SEW. 

 

8.5 Implications of Findings to the Conceptual Model 

The preceding empirical evidence indicates that entrepreneurial orientation 

dimensions positively influence debt financing. Also, based on the foregoing 

discussion, SEW can moderate the relationship between entrepreneurial orientation 

and debt financing. Specifically, it is expected that family firms with high levels of SEW 

(family control, reputation concerns, social ties, emotions, and succession intention) 

are more likely to exhibit higher levels of entrepreneurial orientation to achieve 

financial resources (Schepers et al., 2014; Hernández-Perlines et al., 2019).  

Businesses need an entrepreneurial orientation strategy if they want to succeed in a 

competitive global environment. The results of the study highlight that entrepreneurial 

orientation is one of the facets that need to be incorporated at all levels of business. 

Consequently, firms with a high degree of entrepreneurial orientation are 

characterized by a set of distinct but related behaviors that have the qualities of risk-

taking, innovativeness, proactiveness, autonomy, and competitive aggressiveness. 
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The primary tenet in entrepreneurship literature is that entrepreneurial orientation 

leads to improved debt financing (Schepers et al., 2014; Wiklund and Shepherd 2005; 

Lumpkin and Dess 1996). Based on the literature review, the conceptual model (Figure 

5.1 in chapter 5) was developed to guide enquiry on factors influencing debt financing 

and the role of SEW. The conceptual model was the basis for conducting qualitative 

research through interviews with family business owner-mangers in Nigeria. Based on 

the qualitative research results discussed in this chapter, the proposed conceptual 

model is supported. The conceptual model is also tested through quantitative research 

which involved a survey of family businesses in Nigeria.  

 

8.6 Conclusions  

This chapter has examined the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing of family businesses in Lagos State, 

Southwest, and Kwara State, Northcentral geopolitical zones of Nigeria by analysing 

the qualitative data obtained from the 10 family business owners. The results have 

been discussed in the context of the extant literature on factors influencing debt 

financing. In a nutshell, the conclusions are twofold: Firstly, entrepreneurial orientation 

influences debt financing. Specific dimensions of entrepreneurial orientation are 

involved. The dimensions include risk-taking, innovativeness, proactiveness, 

autonomy, and competitive aggressiveness.  Accordingly, family firms high on 

entrepreneurial orientation have more aptitude for risk-taking, innovativeness, and 

proactiveness, autonomy, and competitive aggressiveness as such they are oriented 

towards action, they pursue active implementation of new ideas, or processes not 

merely of their generation but also actively seek to anticipate opportunities to instigate 

changes to current strategies and tactics, and detect future trends in the market 

(Schepers et al., 2014; Lumpkin and Dess, 1996; Covin and Slevin, 1991). Thus, an 

effective entrepreneurial orientation may be a good predictor of firm access to debt 

financing. Secondly, SEW has a moderating role in the relationships between 

entrepreneurial orientation and debt financing. This implies that SEW plays a crucial 

moderating role in the link between entrepreneurial orientation and debt financing as 

SEW has an impact on the mechanism that translates entrepreneurial efforts to access 

financial resources. Some scholars suggest that the impact of SEW may differ in family 
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business debt financing depending on the business context being industrial districts 

or stock markets (Schepers et al., 2014; Naldi et al., 2013; Berrone et al., 2010). 

Moreover, Hernández-Linares et al. (2018) recommend that future studies should 

investigate the entrepreneurial orientation dimension’s influence on the debt financing 

of family businesses. However, hitherto, no empirical study has developed, tested, and 

validated a conceptual model to reflect these suggestions. Clearly, the results in this 

study have shown that entrepreneurial orientation is positively associated with debt 

financing and thus can be a way to reduce the financial constraints faced by some 

family businesses. The next chapter summarises the major findings of the study, 

highlights the contributions to knowledge, and discusses the managerial implications 

of the findings. The chapter also discusses the limitations of the study and identifies 

areas for further research. 
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CHAPTER 9: CONCLUSIONS AND RECOMMENDATION 

9.0 Introduction  

This study examined the impact of socioemotional wealth on the relationship between 

entrepreneurial orientation and debt financing of the family business in Lagos State, 

Southwest, and Kwara State, Northcentral geopolitical zones of Nigeria. This study 

adopts the Resource Based-View (Barney, 1991) as the theoretical lens to underpin 

the study. Based on the explanatory sequential triangulation strategy, the study used 

the mixed-method approach to examine the sampled family businesses. For the 

quantitative study, 500 businesses were approached in August 2019 and finally, 405 

family businesses were engaged in this study generating a response rate of 81 

percent. For the qualitative part of the research, 10 family business owners from Lagos 

and Kwara state were also sampled and interviewed. In pursuance of the research 

objective stated in chapter 1, the study has been able to achieve the following specific 

objectives: a) examine the relationship between entrepreneurial orientation and debt 

financing of family businesses; and b) examine if socioemotional wealth has a role on 

the effects of entrepreneurial orientation on debt financing of family businesses. The 

preceding two chapters, 7 and 8, discuss the results of the current research. This 

subsequent chapter aims to highlight the major findings (section 9.1), contributions to 

knowledge (section 9.2) as well as the managerial and policy implications of the study 

(section 9.3). The chapter also outlines the limitations of the current study (section 9.4) 

and recommends directions for future research (section 9.5). 

9.1 Findings and Conclusions of the Research  

This section summaries the research findings revealed in both the quantitative and 

qualitative data analysis chapters. The conclusions summarised here are based on 

tests conducted on the 10 hypotheses stated in chapter 7 in terms of how the data 

generated concerning the impact of SEW on the relationship between entrepreneurial 

orientation and debt financing of family businesses support the hypotheses. A detailed 

literature review exploring the research on debt financing of family businesses 

suggested that there is limited understanding of the factors that influence debt 

financing. The study aimed to investigate these factors in order to add to knowledge 

and to identify how these factors can enhance the likelihood of family business access 

to debt financing. The review of the literature revealed that the nature of the body of 
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research exploring the effect of entrepreneurial orientation on debt financing suggests 

mixed and inconsistent conclusions (Mohammed et al., 2016; Mukiri, 2011; Wiklund 

and Shepherd 2005); while some studies find positive impact (Kallmuenzer et al., 

2018; Sidek et al., 2016; Wales et al., 2013; Covin and Lumpkin, 2011; Zampetakis et 

al., 2011; Huang et al., 2011; Tang et al., 2008; Wiklund, 1999), others report no 

discernible influence or a negative influence on debt financing (Vaznyte and Andries, 

2019; Naldi et al., 2007). In addition, there is a shortage of studies examining the 

impact of SEW on the debt financing of family businesses (Schepers et al., 2014; 

Casillas and Moreno, 2010). In particular, researchers recognise the lack of integrative 

models in examining the combined effect of SEW, the entrepreneurial orientation 

dimensions on debt financing (Hernández-Linares et al., 2018; Berrone et al., 2012).  

Further, most studies on factors that influence debt financing employ quantitative 

strategies and are conducted in developed countries, limiting the generalisability of 

their findings elsewhere (Coleman and Cohn, 2000; Romano et al., 2001; Cassar, 

2004; Gregory et al., 2005). Besides, combinations of quantitative research 

(addressing ‘what’ issues) and qualitative research (addressing the ‘why’ and ‘how’ 

issues) are rare and yet important for model testing and in-depth understanding of 

phenomena (Van Burg and Romme, 2014; Easterby-Smith et al., 2012; Molina-Azorín 

et al., 2012; Saunders et al., 2009). In light of the foregoing considerations, the overall 

aim of the current research was to examine if socioemotional wealth has a role in the 

effects of entrepreneurial orientation on debt financing of family businesses. Based on 

an in-depth review of the literature, a conceptual model was developed and reflected 

in Chapter 5 and the hypotheses of the research were developed to examine the 

impact of SEW on the relationship between entrepreneurial orientation and debt 

financing.  

This study employed an explanatory sequential triangulation strategy to avoid bias 

from utilising one particular methodology. This was intended for model testing and an 

in-depth understanding of the research issues in the Nigerian context. Primary data 

were collected from Nigeria via a quantitative survey and qualitative interviews. For 

the quantitative study, the survey was based on a sample of family businesses in 

Lagos and Kwara state of Nigeria. Regression analysis was run on SPSS version 26 

to test the hypothesis instead of structural equation modelling (SEM) since SEM is 

usually used to test moderation in a sub-group analysis.  As the moderator was 
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continuous rather than dichotomous (e.g., gender), such an analysis could have 

artificially constrained variance by requiring dichotomizing the moderator. Thus, this 

study opted for regression analysis, a common method of testing for moderation 

(Hernández-Linares, Kellermanns, and López-Fernández, 2018; Cheung and 

Rensvold, 2002). Further, the measurement model was tested by the use of the 

Analysis of Moment Structures (AMOS) version 26.0 using Confirmatory Factor 

Analysis (CFA). The findings from the survey are discussed in chapter 9. 

Questionnaire items/constructs were adopted/adapted from prior studies. The 

exception to this was one of the measures of debt financing which was developed 

based on the literature review and modified to make it suitable for the Nigerian setting. 

The qualitative portion of the study involved a case study design based on interviews 

with 10 owner-managers of the family businesses. The findings from the interviews 

are discussed in chapter 8.  

The survey data were subjected to factor and reliability analyses for the construct’s 

development. The results of factor and reliability analyses are reported and discussed 

in chapter 6. The Cronbach’s alpha values of all the constructs were acceptable and 

above the threshold the Cronbach’s α > 0.7 (Cronbach, 1951; Field, 2013). Based on 

the reliability and validity of the measurement model verified in Chapter 6, the tests of 

hypotheses through regression and moderation analyses were shown in Chapter 7. 

For the regression analyses, the study controls for business size, business age, 

business sector, gender, and educational level of family business owners. Following 

an investigation and assessment of the data, the study discovered that entrepreneurial 

orientation has a significant impact on debt financing at 1% significance levels (i.e., 

p=0.000). Also, the study discovered that SEW has a significant moderating impact on 

the relationship between entrepreneurial orientation and debt financing of the family 

business. Table 7.5 in chapter 7 presented the results of the various significance levels 

for the individual variables of entrepreneurial orientation and socioemotional wealth. 8 

hypotheses are supported, while 2 are not. The overall results show that the majority 

of the hypotheses are supported (S) at either a 1% or 5% level of significance with a 

few exceptions. Overall, the empirical evidence from both the quantitative research 

and qualitative research has supported the debt financing model that entrepreneurial 

orientation is critical factors that influence access to debt financing by family 

businesses, a perspective that is consistent with prior research (Mohammed et al., 
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2016; Mukiri, 2011; Wiklund and Shepherd, 2005). Additionally, the results show that 

SEW moderates the effects of entrepreneurial orientation on debt financing of the 

family business, in such a way that a firm’s entrepreneurial orientation will have a more 

intense influence on debt financing when SEW is higher (Schepers et al., 2014). 

9.2 Contributions to Knowledge 

This research provides theoretical, methodological, and empirical contributions to the 

field of family business research.  Firstly, it offers an in-depth theoretical analysis about 

the moderating role of SEW on the relationship between entrepreneurial orientation 

on one of the primary sources of external financing for family businesses, debt 

financing. Against the backdrop of mixed conclusions in prior research about the effect 

of SEW on debt financing, this study finds that the effect of SEW should be examined 

in conjunction with the dimensions of entrepreneurial orientation. Specifically, it 

establishes that SEW moderates the effects of the entrepreneurial orientation on debt 

financing of family businesses i.e., the antecedents of debt financing. This helps clarify 

the role of SEW. Secondly, unlike prior studies and models that examine the influence 

of SEW and the entrepreneurial orientation dimensions in isolation from each other, 

this study develops and validates a model to explore how these factors jointly shape 

debt financing. Thirdly, the study has made a methodological contribution as it 

triangulates the quantitative and qualitative methods. Previous studies have used 

either quantitative or qualitative research. Hierarchical multiple regression is used in 

this research to examine the influence of SEW on the association between each 

entrepreneurial orientation dimension (risk-taking, innovativeness, proactiveness, 

competitive aggressiveness, and autonomy) and family debt financing in the Nigerian 

landscape. The quantitative study involved 405 family business owners from Lagos 

and Kwara state of Nigeria whiles the qualitative study involves 10 family business 

owners. The empirical findings of the quantitative data are confirmed through face-to-

face interviews with the family business owners. This combination of quantitative and 

qualitative research is a significant methodological contribution. Lastly, empirically, the 

study extends the examination of the factors that influence debt financing to the 

Nigerian family business context. Although previous studies focused on analysing the 

determinants of debt financing of non-family firms (Aminu and Shariff, 2015; Shehu et 

al., 2013; Fatoki,2012), there has been a limited focus in the literature on what 

influence the debt financing of family businesses. 
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9.2.1 Theoretical Contribution of this Study 

9.2.1.1 The Moderating Role of SEW 

The first and most important contribution relates to the effect of SEW on the 

relationship between entrepreneurial orientation and debt financing. Prior studies 

investigate different dimensions of entrepreneurial orientation and SEW in isolation 

from one another when investigating the factors that influence debt financing. 

Moreover, extant literature has mixed and inconsistent conclusions (Villalonga and 

Amit, 2006; Schepers et al., 2014; Kallmuenzer et al., 2018). Besides, scholars call for 

methodologically adequate socioemotional wealth research since it is not yet clear if 

socioemotional wealth could strengthen the relationship between debt financing and 

its determinant (Michiels and Molly, 2017; Hernández-Linares et al., 2018; Berrone et 

al., 2012). In response to the foregoing inconclusive findings, this study empirically 

finds that the effect of SEW on debt financing can be combined with other constructs.  

Specifically, the study demonstrates that SEW significantly moderates the effect of the 

entrepreneurial orientation on debt financing of family businesses. This means that 

that a high level of SEW increases the intensity of the influence of entrepreneurial 

orientation on debt financing, thereby supporting the idea that initiating and 

implementing the entrepreneurial orientation dimensions are related to the level of 

involvement of family members in the management activities in the family firm. Thus, 

the study offers in-depth theoretical analysis about the moderating role of SEW on the 

relationship between entrepreneurial orientation on debt financing. 

 

9.2.1.2 The Development and Empirically testing of a Conceptual Model 

The second contribution relates to the development and empirically testing of a 

conceptual model for entrepreneurial orientation, SEW, and debt financing research. 

Prior research and the related conceptual models explore the influences of SEW and 

the entrepreneurial orientation dimensions on debt financing in isolation from each 

other (Wu et al 2007; Vaznyte and Andries, 2019). This has prompted scholars to call 

for models that help to examine how factors from the three angles are related in 

shaping debt financing (Schepers et al., 2014; Michiels and Molly, 2017; Hernández-

Linares and López-Fernández, 2018). Scholars have contended that focusing on only 

one angle often leads to incomplete understanding and sometimes inconsistent 

conclusions (Schepers et al., 2014; Berrone et al., 2012; Casillas and Moreno, 2010). 
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In response to the foregoing knowledge gap, the current study contributes to 

knowledge by developing and empirically validating a conceptual model about the 

effect of SEW on the relationships between entrepreneurial orientation and debt 

financing. The validated model demonstrates that SEW significantly moderates the 

effect of the entrepreneurial orientation dimensions on the debt financing of family 

businesses. Specifically, a high level of SEW increases the intensity of the influence 

of entrepreneurial orientation on debt financing. In relation to debt financing, the 

current research has identified that the effectiveness of SEW comprises family control 

and influence, binding social ties, emotional attachment of family members, and 

renewal of family bonds to firm through dynastic succession. Entrepreneurial 

orientation dimensions consist of risk-taking, innovativeness, proactiveness, 

competitive aggressiveness, and autonomy. The study finds that SEW increases the 

influence of entrepreneurial orientation on debt financing. The role of SEW is to 

moderate the entrepreneurial orientation-debt financing nexus. This ultimately leads 

to debt financing. 

 

9.2.2 Methodological Contribution of this Study 

This study makes a significant methodological contribution to the literature through the 

adoption of an explanatory sequential triangulation strategy to examine the impact of 

socioemotional wealth on the relationship between entrepreneurial orientation and 

debt financing of family businesses in the Nigerian landscape. Previous studies on 

family business debt financing have tended to rely overwhelmingly on the use of 

quantitative methods (Vaznyte and Andries, 2019; Aminu and Shariff, 2015; Abor and 

Biekpe, 2007; Wu et al., 2007). In the early stages of research design, it was 

recognised that there was a need to complement the findings from quantitative 

analysis of data obtained from the 405 family businesses with a more focused 

qualitative study. This led to the use of 10 case study involving face-to-face interviews 

with owners of family businesses in this study in order to gain a deeper understanding 

of the factors which influence the debt financing of Nigerian family businesses. 

Qualitative methods were used in addition to quantitative methods for two main 

reasons. The first was to generate more accurate results through the process of 

triangulation (Creswell, 2009). Specifically, the use of face-to-face interviews in 

Chapter 8 enabled a better understanding of the findings from quantitative analysis of 
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data in Chapter 7. Secondly, the qualitative study serves as a validation process for 

the quantitative study, and this provides a justification for a methodological contribution 

in this study. 

 

9.2.3 Empirical Contribution of this Study 

An important empirical contribution to the literature is provided by establishing that the 

resource-based view (RBV) and behavioral agency theory do provide a full explanation 

for the debt financing of family businesses. The data analysis from 405 family 

businesses and 10-case studies revealed some support for the RBV and behavioral 

agency theory. Therefore, a contribution is made by examining the applicability of 

resource-based view (RBV) and behavioral agency theory to the Nigerian family 

business sector. Compared to those in developed economies, limited work has been 

conducted on the debt financing of family businesses in developing economies (Abor 

and Biekpe, 2007; Mohammed et al., 2016; Sidek et al., 2016; Mukiri, 2011). The 

findings confirm the propositions from the resource-based view (RBV) and behavioral 

agency model (BAM) that businesses with effective entrepreneurial orientation 

dimensions are more prone to focus attention on new and emerging opportunities for 

obtaining capital (Wiklund and Shepherd, 2003; Sirmon and Hitt, 2003). The research 

shows that socioemotional wealth increases the influence of EO on family firm debt 

financing. Family firms are a crucial part of our economy, and their survival depends 

(among other factors) on the availability of financial resources, and debt financing 

offers the potential to raise financial resources while maintaining family control (Chua 

et al., 2011; Coleman and Cohn, 2000; Romano et al., 2001; Wu et al., 2007). Scholars 

indicate that generally most studies on SEW, family business, entrepreneurial 

orientation, and debt financing, in particular, are conducted in developed countries and 

this limits generalisability of the findings elsewhere (Vaznyte and Andries, 2019; 

Hernández-Linares et al., 2018; Schepers et al., 2014; Villalonga and Amit, 2006). The 

consequence of scant research in Nigeria is that researchers, policymakers, 

academicians, and other stakeholders do not have adequate information that 

considers local contexts for research, practice, and policy direction. By conducting the 

research in Nigeria, the study extends the examination of the factors that influence 

debt financing to the Nigerian family business context. 
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9.2.4 Contribution in terms of the research context  

Many studies on family business have been conducted from a Western European and 

U.S., perspective, suggesting that there is a need for research from a broader context 

geographically, culturally, and economically to advance our understanding of 

entrepreneurial orientation in family businesses (Rau et al., 2018; Sabah et al., 2014; 

Sharma and Chua, 2013). This study addresses this gap in the literature by 

investigating the impact of SEW on the relationship between entrepreneurial 

orientation and debt financing in family businesses. This is an important contribution 

given that the SEW construct has not yet been adopted by research carried out in Sub-

Saharan Africa (SSA), and its extension to the context of Nigeria is valuable due to the 

intense entrepreneurial environment and a relatively large proportion of family 

businesses within the country. Context has an important role in building our knowledge 

about family business (Sharma and Chua, 2013). Therefore, this study will enhance 

our understanding of family business in a different cultural and social context (Le 

Breton-Miller et al., 2004; Rau et al., 2018). Furthermore, businesses in Nigeria are 

under-researched in general, and specifically in regard to family businesses. Given 

the nonexistence of information on specific firms and the difficulties faced in obtaining 

them, gathering data from 405 Nigerian family businesses across seven industries 

contributes to our knowledge of this under-researched region. 

9.3 The managerial and policy implications of the study 

9.3.1 Managerial implications of this Study 

The model developed in this study aimed to improve awareness and provide valuable 

information to family business owners in developing best practices for entrepreneurial 

orientation strategies. This study reveals that SEW plays an important role in the 

relationship between entrepreneurial orientation and debt financing. Based on the 

findings of the study, for family businesses to obtain sufficient capital to finance their 

business operations their decision-makers need to be aware of the factors which may 

influence their debt financing. It is of crucial importance for the family business 

owner/managers to cultivate strong entrepreneurial orientation strategies to improve 

their ability to access adequate sources of finance, especially from financial 

institutions. Maintaining strong entrepreneurial strategies should make it easier for 

family businesses to obtain debt financing from the bank. Based on the findings of this 
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research, family business managers can draw on the dimensions of SEW (family 

control and influence, binding social ties, emotional attachment of family members, 

and renewal of family ties to the company through dynastic succession) to enhance 

the effect of entrepreneurial orientation on family business debt financing. The family 

nature of a company is a factor that should be considered in the analysis of the factors 

that influence the firm’s entrepreneurial orientation and its debt financing. The 

importance of SEW for Nigeria family businesses must not be underestimated. The 

research findings suggest a firm’s entrepreneurial orientation will have a more intense 

influence on debt financing when SEW is higher. Thus, it may be viable for those 

businesses with entrepreneurial orientation strategies and higher SEW to fulfil their 

growth potential., as they are likely to easily succeed in obtaining debt financing. Thus, 

to enhance a firm’s debt financing, owner/managers might undertake some 

entrepreneurial orientation strategies that could offer the potential to raise financial 

resources while maintaining family control.  Put simply, entrepreneurial orientation is 

related to access to debt financing in family businesses. This result in this study 

supports the theoretical arguments that the organisation of resources is very important 

in attaining superior outcomes (Birney 1991; Wiklund and Shepherd 2003). The study 

attempts to extend this observation in a new context, that is, family business finance. 

This finding is particularly important to both entrepreneurs and banks. To 

entrepreneurs, the evidence provided in this study suggests that if they wish to obtain 

debt financing from banks, they need to adopt an entrepreneurial orientation. In other 

words, such entrepreneurs need to adopt innovative, risk-taking, proactive, 

competitive aggressive, and autonomous strategic activities (Lumpkin and Dess, 

1996; Dess and Lumpkin, 2005). Banks can use the evidence furnished in this study 

to develop profiles of entrepreneurs who can access their services. 

9.3.2 Policy implications of this Study 

Given the importance of the family business sector to economic development in 

Nigeria, in terms of its contribution to innovative activity, productivity improvements, 

job creation as well as poverty alleviation (Olaore, 2015; Onuoha, 2012; Lucky et 

al.2011; Oparanma, 2010) understanding the factors that influence the debt financing 

of Nigerian family business is a topic that deserves the attention of policymakers. This 

should allow them to best target their resources to support family business 

development and stimulate the sector in the most effective way possible. While family 
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firms are enjoying better access to formal financing mechanisms there is a significant 

proportion of the family business, particularly those with strong entrepreneurial 

orientation strategies, which continue to face difficulties in accessing adequate 

sources of external financing (e.g., debt financing) to support their growth. To improve 

this situation, the Nigerian authorities should consider developing effective means by 

which to improve access to formal loan capital from financial institutions, especially in 

the long term. This can include further liberalisation of the financial sector to allow for 

greater competition between financial institutions in family business lending. 

Governments could consider setting up credit guarantee schemes or provide funds 

that may be used to guarantee debt financing to family businesses in their area. 

Although a nationwide network of credit guarantee schemes has been established 

there is little evidence to show that they have contributed to a considerable increase 

in the reallocation of debt financing towards family businesses (Olaore., 2015). In 

addition, the government’s policy schemes such as the Micro Small and Medium 

Enterprises Development Fund (MSMEDF), Small and Medium Enterprises Credit 

Guarantee Scheme (SMECGS), and the Small and Medium Enterprises Equity 

Investment Scheme (SMEEIS) as well as SME II Loan Scheme of the World Bank 

among others should be reformed (Dugguh, 2013; Gbandi and Amissah, 2014).  

9.4 Limitations and Recommendations for Future Research  

9.4.1 Research Limitations 

This study relied upon a cross-sectional design, a commonly used form of research in 

the family business (e.g., Chrisman et al., 2012; Eddleston and Kellermanns, 2007). 

This study could not employ longitudinal or panel data due to time limitations and the 

cost to complete the research. Therefore, it would be beneficial in future studies to test 

the relationships reported in this study using longitudinal data. 

The second limitation is concerning the research context. The study used empirical 

data from two states in Nigeria due to the insurgency in the rest part of the country 

(Abdul, Emily, and Heidi, 2018). Given that this study has concentrated on the family 

businesses in Lagos State and Kwara State, Nigeria, this creates a potential regional 

bias and limits the strength of the study’s generalisability. It will, therefore, be beneficial 

for future studies to evaluate the applicability of the research model to other cities in 
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Nigeria and, perhaps, to other countries (e.g., Ghana, China, India, Australia,) using 

cross-national samples.  

The third limitation relates to some theoretical as well as methodological concerns 

which demand further studies. The purposive sampling and snowball sampling 

methods were adopted due to the lack of a representative sample frame. Thus prevent 

the researcher to use the probability sampling technique in the quantitative analysis. 

Therefore, further studies could benefit from the probability sampling technique to 

confirm the results of this research. This could also provide a broader perspective on 

the issues addressed in this research. 

9. 4. 2 Directions for Future Research 

In view of the foregoing limitations, the findings from this study highlight some further 

research areas on which future research could be focused. 

First, future research may consider employing a longitudinal research design to 

evaluate the veracity of the model on the role of SEW on the relationship between 

entrepreneurial orientation and debt financing over time. A longitudinal design might 

help to further strengthen the findings. For example, it would be interesting to analyze 

whether the effects of different entrepreneurial orientation dimensions change over 

time as the economic situation in Nigeria evolves or if debt financing levels differ 

between family businesses operating in different contexts. 

Second, it is suggested that future research could be extended beyond the Lagos state 

and Kwara State, Nigeria in testing the model proposed in this study. Probably other 

states in Nigeria where several other family businesses are run could be involved in a 

similar study. By so doing, the study could be replicated in other states and eventually 

could be extended to cover the whole of Nigeria. Also, it is recommended to test the 

model in other locations to further examine the magnitude and directions of the 

relationships, a process that can verify its consistency. At present, the results cannot 

be generalised beyond Lagos State and Kwara State, hence the study can merely 

serve as a pilot and methodological test, upon which future research should be based 

in an attempt to understand the impact of SEW on the relationship between 

entrepreneurial orientation and debt financing of family businesses. 
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Third, future studies could explore interacting effects among debt financing 

determinants. For instance, among the entrepreneurial orientation dimensions, future 

studies could explore if there are interactions amongst risk-taking, innovativeness, 

proactiveness, competitive aggressiveness, and autonomy. This may enhance 

readers’ understanding of how the effect of one dimension on debt financing changes 

in the absence or presence of one or more of the other dimensions (Casillas and 

Moreno, 2010). 

Finally, future research could expand the model by incorporating other moderating 

variables that help to gain a more profound understanding of family business debt 

financing in the region. Even though SEW and entrepreneurial orientation are most 

effective in impacting on debt financing of the family business in this study, it would 

also be of benefit to future researchers to extend this study by examining how other 

variables relating to the family firm can be used as supplementary variables to build 

more complex models which might improve researcher’s knowledge concerning the 

family firm’s entrepreneurial orientation–debt financing relationship. This research has 

only considered one of the dimensions that are unique to the family business, that is, 

the socioemotional wealth. However, a family business is a complex and multi-

dimensional system (Casillas and Moreno, 2010), and it would be of interest to delve 

into the influence that other dimensions have on this type of company, such as the 

structure of the family group, generation level in the company, etc. (Kellermanns and 

Eddleston 2006; Kellermanns et al. 2008). 

9.5 Final Conclusion  

The extant literature shows that the family business contributes to economic 

development and job creation for economies (Kotlar et al., 2018; Hernández-Perlines 

et al., 2018; Banki and Ismail, 2015; Lucky et al., 2011; Astrachan and Shanker, 2003). 

Given the importance of the family business sector to economic development in 

Nigeria, in terms of its contribution to innovative activity, productivity improvements, 

job creation as well as poverty alleviation, there is a growing need to understand the 

factors that contribute to the ability of the family business to grow and survive. Debt 

financing is an important source of capital for family firms and critical to their success 

since empirical evidence shows that firms using debt in its capital structure are more 

likely to grows faster and survive longer (Cole and Sokolyk, 2018; Chua et al., 2011; 
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Wiklund and Shepherd, 2005). The small but growing body of literature on the 

influence of SEW on debt financing shows that findings are sometimes contradictory 

to each other. Apart from the scarcity of studies from developing countries on SEW 

and debt financing, there is a shortage of studies investigating whether SEW has an 

impact on relationships between the dimensions of entrepreneurial orientation and 

debt financing of family businesses (Casillas and Moreno, 2010; Molly et al., 2018; 

Hernández-Linares and López-Fernández, 2018). Furthermore, research on the 

influence of SEW, the dimensions of entrepreneurial orientation on debt financing has 

grown in isolation from each other (Vaznyte and Andries, 2019). There is also a 

shortage of empirical studies investigating the influence of entrepreneurial orientation 

on debt financing (Mohammed et al., 2016; Mukiri, 2011). 

Responding to the foregoing knowledge gaps, and through an explanatory sequential 

triangulation research strategy, this study has developed and validated a conceptual 

model showing that the effect of SEW on debt financing should be evaluated in 

conjunction with entrepreneurial orientation dimensions. The model contributes to the 

existing literature in several ways. First, the conceptual model identified the moderator 

relevant to understanding the relationships among the dimensions of entrepreneurial 

orientation and debt financing in family firms. Second, the model encapsulates the 

extent to which factors, as highlighted in the findings, influence debt financing in 

Nigeria family businesses. To the researcher’s knowledge, this is the first empirical 

study of Nigerian family businesses that examined the role of SEW as a possible 

moderator on the relationships between the five entrepreneurial dimensions and debt 

financing. It is an important addition to the body of family business, entrepreneurship, 

and debt financing literature. The findings derived suggest that, to promote family 

business entrepreneurship and continuity, multifaceted and concerted efforts will be 

required from policymakers (to help the designed policy and existing ones reformed 

towards making debt financing more accessible to the family business), practitioners 

(to devise and implement collaborative support mechanisms that would enable the 

family business in Nigeria to have access to debt financing), Financial Institution (to 

consider developing flexible lending criteria for the family business) and researchers 

to evaluate and develop knowledge given that scholars have suggested that the non-

economic goals of family businesses deserve considerably more attention (Chrisman 

et al., 2012). 
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APPENDICE 

Appendix 2.1-Map of Nigeria in the Context of Africa 

 

Source: https://www.worldatlas.com/webimage/countrys/africa/ng.htm March 15, 2021, 15:00hrs UK 
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Appendix 6.3- Interview Questionnaire 
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Appendix 6.4 Model Fit Summary before the improvement in model fit 
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Appendix 6.5 Model Fit Summary after the improvement in model fit 
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Appendix 8.1: Description of the ten family firms used in this study 
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Appendix 8.2: Example of Transcript Interviews (Firm B) 
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