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ABSTRACT

This research will study about how Selected Marketing Strategy affects Perceived
Financial Performance. The study has 10 Hypothesis which H1 to H5 tackles on the relationship
of the Independent Variable to the Dependent Variable. Hypothesis 6 to Hypothesis 9 looks at
the predictability of Perceived Financial Performance by using the different Independent
Variable, while Hypothesis 10 is a multiple linear regression where all Independent Variables
are used as predictors for Perceived Financial Performance. This research is a quantitative
study which is Casual, Correlational and Descriptive in nature and will be conducted in Metro
Manila with 110 family businesses owners and managers as a primary respondent. This research
will look at the effects and relationship of Customer Service Differentiation, Product
Differentiation, Promotion of Family Business and Use Image of Family Business to Perceived
Financial Performance of Family Businesses. Data will be analyzed using Descriptive Analytics,
Multiple Linear Regression Analysis and Correlational Analysis. Based on the findings and
statistical tools, all the Independent Variables are significant predictor and has a positive
relationship to Perceived Financial performance. Considering this findings, Family Businesses
must use creative strategies and using their Family Business Brand as a leverage.

Keywords: Family Business, Regression Analysis, Perceived Financial Performance, Customer-
Service Differentiation.

INTRODUCTION

Family Businesses here in the Philippines dates back to the mid-1800s. However, there
are only a handful of prewar family businesses survived and still operates today. Those firms
have lasted for about a century and have retained their family influence, but the organizational
structure changed along with the times. Most of them have become corporations but still retain a
portion for their family. A clear example is the Ayala-Zobel-Roxas clan. 150 years ago, the
Avyala-Zobel-Roxas clan started as a distillery partnership and currently spreads out to diverse
businesses, with each branch of the family carving a name for itself. Another notable family
business is the Aboitizes, who engaged in abaca hemp trading at the turn of the century, and now
owns a conglomerate whose holding company is publicly listed.

The Spanish influence on the economy is understandable, given the 300 years of a
Spanish regime. However, in studying local family business, one cannot discount the influence
of the Chinese community. (Palanca, 1995) Chinese families and their businesses are
intertwined, as the business is considered to be another way of preserving the family. The
Chinese presence in the Philippine business community is so ingrained that then Philippine
President Fidel V. Ramos named six Chinese taipans as those expected to spur the country’s
economic growth via Asia’s Emerging Dragon Corporation (Palanca, 1995). Chinese trading in
the Philippines can be traced back to the 1500s. For three centuries, the Chinese were an abused
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minority, leading to uprisings in the 1900s. With the advent of American rule following World
War 11, the Spanish influence diminished as American influence began to take over. The shifting
influence allowed Chinese business groups to emerge and Chinese families to proliferate. The
descendants of the more prominent Chinese businessmen at that time, a majority of whom
became naturalized, continue to play a dominant role in the Philippine economy.

The definition of a family business varies from study to study. Dyer, (2006) suggested
two versions of such definitions. The first one is subjective, defining a family firm as one whose
management is controlled by the family members who own it. In this case, outside persons are
not involved in the management and there is strict family ownership/management. The second
definition is more objective, considering a firm to be a family business if it meets certain criteria
such as the family’s ownership percentage or the number of family members holding
directorships or filling key management Hosts (Nkam Micheal Cho, 2017).

Allouche & Amann (2008) provided a simpler definition of a family business. A Family
Business is a business in which one or several families significantly influences its development
through ownership of its capita, placing the emphasis on family ties in regard to the process of
selecting company directors. Given the substantial debate on the definition of a family Business.
Colli (2013) tried to put an end to the debate by using a definition of a family business provided
by the European Commission and trying to complete it with the inclusion of a fifth feature
related to longevity (Colli 2013; Colli & Larsson 2014). A firm of any size is a family business if
(1) The majority of decision-making rights is in the possession of their spouses, parents, child or
children’s direct heirs, (2) The majority of decision-making rights are indirect or direct, (3) At
least one representative of the family or kin is formally involved in the governance of the firm,
(4) Listed companies meet the definition of family enterprise if the person who established or
acquired the firm (share capital) or their families or descendants possess 25 percent of the
decision-making rights mandated by their share capital and lastly (5) The firm must have been
controlled by the same family for at least two generations.

Andy Yu et al. (2012) has created The Landscape of Family Business Outcomes wherein
they cited different factors that affect the growth and success of a family business. They have
conducted several studies and compared their finding with several authors. They have
emphasized on Governance and Family Activities to increase the success of a Family Business.
This Family Activities refers to Operations of the business, Strategy, Business Performance,
Succession and Family Dynamics. Delaney & Huselid (1996) categorized performance into two
areas: organizational performance and market performance. Organizational performance is based
on the following indicators: the quality of company products and services, the development of
new products, the company’s potential to attract and retain talent, customer satisfaction,
management-employee relationships, and relationships among employees. This measure is
appropriate for family businesses because it can evaluate the relationships between employees
and management and between family employees and non-family employees, including
perceptions of fairness. Market performance is based on the following indicators: marketing,
sales growth, profitability, and market share. These variables are suitable for the concept of
competitive advantage (that is, growth, market share, and sales increase) and were implemented
by Uysal (2008); Hernandez & Pefia (2008).

Marketing in Family SMEs most of the times adopts product or consumer orientation and
strategies that differentiate themselves from their competitor may it be a Family or Non-Family
Business (Farrington et al., 2018). Mustafa et al. (2015) defined Product differentiation as the
process of incorporating unique high-quality features or attributes into products that enable the
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products to stand out in comparison to other similar products. In addition, it includes elements
that customers perceived to be unique, resulting in customers not considering alternative
products. Promoting a business as a family business has different benefits (Farrington et al.
2018). Some of these benefits are that the heritage of the owner is often closely related to the
corporate heritage of the business (Balmer, 2017). It also gives employees a sense of
belongingness and subsequently viewing the family business as an extension of themselves.

A family business image is created by presenting the business as a family business to
stakeholders and by advertising and communicating a desired family business brand and image
to the public. Business Performance is originally referred as achievement of the business as well
as to the ratio of value created by the business over the value expected by the owners (Herath &
Mahmood, 2013). Herath & Mahmood (2013), as well as Chen, Tsou & Huang (2009), explained
that business performance focuses on achieving the objectives of the business, which are often
both financial and non-financial in nature (Dirisu et al. 2013).

The conceptual framework in this research is an adoption from the study of Farrington et
al. (2018). Farrington et al. (2018) has formulated this framework and conducted the study in
South Africa. They have theorized that Customer Service Differentiation (CSD), Product
Differentiation (PD), Promotion of Family Business (PFB), Use of Family Image (UFI)
influences and impacts Perceived Financial Performance (PFP). In their research they found out
that only Product Differentiation affects and impacts Perceived Financial Performance in Family
SMEs. This research is important not just to the research community to further enhance this
study but also to the family businesses that are in the forefront of the economy’s growth in the
Philippines.

METHODOLOGY
Operational Framework

Family Businesses are an integral part of the Philippines business field (Santiago, 2000).
It is imperative that as a society we give attention to this type of business because it comprises
80% of all the businesses in the Philippines (Figure 1). The main problem that the researcher
would like to explore and study: “What are the effects and relationship of Customer Service
Differentiation, Product Differentiation, Promotion of Family Business and Use Image of Family
Business to Perceived Financial Performance of Family Businesses?

The study has 10 Hypothesis which are:

(Hol): There is no significant relationship between Customer Service Differentiation and Perceived
Financial Performance in Family Businesses.

(Ho2): There is no significant relationship between Product Differentiation and Perceived Financial
Performance in Family Businesses.

(Ho3): There is no significant relationship between Promotion of Family Business and Perceived Financial
Performance in Family Businesses.

(Ho4): There is no significant relationship between Use of Family Image and Perceived Financial
Performance in Family Businesses.

(Ho5): There is no significant relationship between Customer Service Differentiation, Product
Differentiation, Promotion of Family Business and Use of Family Image to Perceived Financial
Performance in Family Businesses.

(Ho6): Customer Service Differentiation does not significantly influence Perceived Financial Performance
in Family Businesses.
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(Ho7): Product Differentiation does not significantly influence Perceived Financial Performance in Family
Businesses.

(Ho8): Promotion of Family Business does not significantly influence Perceived Financial Performance in
Family Businesses.

(Ho9): Use of Family Image does not significantly influence Perceived Financial Performance in Family
Businesses.

(Ho10): Customer Service Differentiation, Product Differentiation, Promotion of Family Image and Use of
Family Image do not significantly influence Perceived Financial Performance in Family Businesses.

Independent Variable Dependent Variable

Customer Service
Differentiation
+ Customer Centric (Craig et al., 2008)

fferentiation
t Centrie (Craig et al., 2008)

Promotion of Family Business
« Family - Based Brand Identity (Craig ct
al.. 2008)

Use of Family Image
* Family Firm Image (Memili etal., 2010)

FIGURE 1
OPERATIONAL FRAMEWORK

Research Design

The research undertaking can be described as descriptive, correlational, and casual
explanatory. The research is descriptive because it identifies the factors influencing the Family
Business Performance in Metro Manila. The research is also correlational as it aims to assess the
relationship of each of the independent variables to the dependent variable. Previous research has
shown that each of the independent variables has an impact on the dependent variable. Assessing
the relationship of each independent variables on the dependent variable would help the
researcher in making reccomendations on how family businesses in Metro Manila, Philippines
can improve their performance. Lastly the study is also considered as a casual-explanatory
research beacuse it aims to analyze the problem in order explain the patterns of relationship and
effect among the variables. Morever, it also aims to quantify the impact of the independent
variables on the dependent variable. The study would use survey questionaire that would be
administered thru google forms and personal interview.

The respondents of the research questionnaire are family business owners, successor,
CEO, Business Proprietor, or founders. They are located in the National Capital Region or Metro
Manila in the Philippines. They can be from any age group, business industry, business size and
market reach. However they should be knowledgeable about the business operations, financial
performance and especially on its marketing activities. Due to the limitation of time, the
researcher was able to get total sample size of 110. The sampling method the researcher has used
is a non-probability sampling technique which is Convenience Sampling Method. A research
survey questionnaire which contains questions for demographics profiling and 38 questions for
the different variables and would be administered mainly in Google Forms and personal
interview.
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A pilot survey was conducted to test the effectiveness of the survey questionnaire and to
gauge whether the terminologies used were clear and understandable to the respondents. The
pretest was done by sending out an online survey form — through Google Forms to the business
owners in Bocaue, Bulacan. Some of them are into retail, wholesaling, rice trading and garment
manufacturing. This demographic was chosen as a similar proxy to the target research
respondents from the Family Business Owners in National Capital Region. In total the survey
received 20 respondents and a Cronbach’s Alpha test was used to determine the reliability of the
survey questionnaire and to measure the internal consistency. Computing the Cronbach Alpha’s
was done using MS Excel.

Table 1
TABLE ON THE CRONBACH'S ALPHA PER VARIABLE
Variable No. of Cronbach’s
Items Alpha

Customer — Service Differentiation 7 0.75
Product / Service Differentiation 8 0.89
Use of Family Image 6 0.92
Promotion of Family Business 7 0.86
Perceived Financial Performance 9 0.86

Table 2

TOTAL CRONBACH'S ALPHA FOR THE WHOLE
QUESTIONNAIRE

Variable No. of Cronbach’s
Items Alpha
Total Cronbach’s Alpha Test 37 0.95

According to the result (Tables 1 & 2) of the pilot study conducted, the Cronbach’s alpha
value is more than 0.7 (Taber, 2018) for each variable which means that there is a high internal
consistency based on the inter-item correlation.

Data for the main survey would be primarily be tested using Correlation Analysis, Linear
Regression Analysis and Multiple Linear Regression Analysis.

RESULTS AND DISCUSSION

Based on the data gathered the most frequently observed category of Gender was Male (n
= 64, 47%), with the “Highest Educational Attainment” was College (n = 67, 49%), “Ethnicity”
was Filipino (n = 48, 35%), while the “Business Industry” was Retailing (n = 37, 27%) and the
most frequently observed category of “Generation of Ownership” was Ist Generation (n = 54,
40%).

The most used measure to evaluate the structural model is the coefficient of
determination (R? value). The coefficient represents the exogenous latent variables' combined
effects on the endogenous latent variable. It also represents the amount of variance in the
endogenous constructs explained by all of the exogenous constructs linked to it. The R2 value
ranges from 0 to 1. In the case for this model it has a R of 0.576 an adjusted R?°" 0.560 which
means it has a moderate effect.
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The Hypothesis of the study is divided into two parts. H1 to H5 is for the relationship

which can be measured using Pearson’s Correlation and H6 to H10 is for the influence or
predictability which can be measured using Multiple and Linear Regression.
The correlations were examined using Holm corrections to adjust for multiple comparisons based
on an alpha value of 0.05. A significant positive large correlation was observed between path of
CSD to PFP and PSD to PFP. This correlation indicates that as CSD increases, PFP tends to
increase and this is also the same with PSD and PFP. In the case of PFB and PFP a significant
positive moderate correlation was observed. This correlation indicates that as PFB increases, PFP
tends to increase. Another significant positive large correlation was also observed between UOF
and PFP. This correlation indicates that as UOF increases, PFP tends to increase. A summary of
the correlation can be found on Table 3 with the decision on which Hypothesis to accept or
reject.

Table 3
Summary of Correlation Analysis and Hypothesis Testing

Hypothesis IV - DV Correlation Decision
r,=0.77,p< Reject Null and Accept

H1 CSDTOPFP .001 Alternate
r,=0.40,p< Reject Null and Accept

H2 PSD TO PFP .001 Alternate
r,=044,p< Reject Null and Accept

H3 PFB TOPFP .001 Alternate
r, =055 p< Reject Null and Accept

H4 UOF TO PFP .001 Alternate
H5 ALL IV TO DV Reject Null and Accept

Alternate

A Multiple Linea Regression Analysis was done to look at the influence, impact and
predictability of the model. As a model the results of the linear regression model were
significant, F (4,105) = 35.67, p < .001, R’ = 0.560, indicating that approximately 56% of the
variance in PFP is explainable by CSD, PSD, PFB, and UOF. As a whole model it was able to
predict PFB. The p value of the whole model is less than 0.001 which means that H10 is rejected.

To test the remaining Hypothesis which is H6 to H9 a simple linear regression Analysis
was done. The result of the linear regression was CSD, PSD, PFB and UOF significantly
predicted PFP. A summary of the Linear Regression Analysis can be found on Table 4 with the
decision on which Hypothesis to accept or Rejected.

Table 4
Summary of Regression Analysis and Hypothesis Testing

Hypothesis IV-DV P Value Decision
CSDTO _ Reject Null and Accept

H6 PFP <=0.001 Alternate
PSD TO _ Reject Null and Accept

H7 PFP <=0.001 Alternate
PFB TO _ Reject Null and Accept

H8 PFP <=0.001 Alternate
UOFTO _ Reject Null and Accept

Ho PFP <=0.001 Alternate
ALLIVTO _ Reject Null and Accept

H10 DV <=0.001 Alternate
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The hypothesis testing (Table 4) shows that all variables are significant predictors to
Perceived Financial Performance of a Family Business. All have significant relationship and
impact. This somehow contradicts the findings of Farrington et al. (2018) who have only seen a
positive relationship between Product Differentiation to Perceived Financial Performance of
Family SME’s. While in this study all Independent Variables have a positive relationship and
predicts the Dependent Variable.

The finding that Product or Service Differentiation predicts and significantly has a
relationship to Perceived Financial Performance is supported by Pérez-Cabafiero et al., (2012),
Craig (2008); Farrington et al. (2018). Farrington et al. (2018) have contended that family
businesses often differentiate themselves in the market through product or service differentiation.
This product or service orientation stems from innovation, research and development and the
delivery of high-quality products or services to different market. Which in turn becomes a
competitive advantage of a business. Given this competitive advantage and differentiation,
customers would follow the businesses and patronize its products or services.

The finding that Customer Service Differentiation predicts and significantly has a
relationship to Perceived Financial Performance contradicts the finding of Farrington et al.
(2018) but is somehow supported by the study done by Floren (2016); Craig (2008). They have
contended the family businesses are likely to use a customer service differentiation competitive
strategy or orientation in order to retain and gain new customers. In this way the business can
show their consumers that they offer not just the product itself or service, but they welcome each
customer and treats them fairly. This can be seen in the businesses here in the Philippines where
they give special treatment to clients or customers. Filipinos want to be pampered and feel
special when they enter a business establishment. This is not just only true with Filipino’s but in
other culture as well (Santiago, 2000). Due to the changing customer trends, the rise of
membership businesses like; S&R, Landers and VIP membership in different business
establishment. The biggest example of Customer Service Differentiation in the Filipino context
is the word “SUKI” which means preferred customer. With this word customers gets additional
discounts and freebies from businesses.

Promotion of Family Business predicts and significantly has a relationship to Perceived
Financial Performance in this study, this finding contradicts the study of Farrington et al. (2018)
but is supported by Astrachan & Astrachan (2015). They also found that the respondents of in
their sample promotes the business as a family business to various stakeholder. Promotion of
Family Business did also help the respondents in their sample achieve a higher financial
performance because their customers look at their business not just a seller but as a business that
stands for something.

The finding that Use of Family Image predicts and significantly has a relationship to
Perceived Financial performance also contradicts the finding of Farrington et al. (2018); Memili
et al. (2010); Zellweger et al. (2012). Their studies showed that family business shown a neutral
stance when it comes to using family name as a basis for branding and marketing for the
business. They found that branding a business as family owned, the identity and the image of the
business overlap with those of the family, resulting in a mirror effect. In other words, if the
image of the family business is under scrutiny by the public, it can also negatively affect the
image of the family itself (Fl6ren et al. 2015; Memili et al. 2010). However, based on the results
presented, Use of Family Image here in the Philippines can be attributed to strength, legacy and
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quality. As Filipino’s view businesses that have been operating for a long time, and capitalized
on the their image of Family Business as a business that is homey, quality oriented and reliable.
Although a significant p-value value for the global F-test was reported, implying that the
regression model was adequate for prediction purposes, the model only explains 56 per cent of
the variance in “perceived financial performance”. The empirical results of this study show that
there are significant relationship, and the independent variables are able to predict the dependent
variable. This implies that family business must use a mix of different marketing strategy and
management strategy in order to gain an increase on financial performance. The findings of this
research are in line with the studies conducted by Beck & Kenning (2015); Kasmiri & Mahajan
(2014); Mielotta & Raynard (2011).

CONCLUSIONS

Family Businesses are an important part of the Philippine Economy. From the biggest
companies in the Philippine economy to the smallest business which we see on the streets, most
of them are family businesses. There have been a lot of studies and research on family business
especially in the field of succession. This is also true with the field of Marketing But in
combination Family Business and Marketing, has areas to be explored and developed.

Based from the results of the survey and review of literature, marketing is needed by
family business in order to grow. In this research only a selected marketing activity are used to
identify if it has an effect and relationship to perceived financial performance of a family
business. This selected marketing activity or tools are "Customer Service Differentiation™,
"Product - Service Differentiation”, "Use of Family Image" and "Promotion of Family Business".
The results of this study are consistent with the results of the studies conducted by other
researchers. The independent variables are connected and affects the dependent variable.
Customer Service Differentiation, Product - Service Differentiation, Use of Family Image and
Promotion of Family Business predicts and are correlated to Perceived Financial Performance. it
is necessary for every business to use all the tools they can or available for them in order to
grow. The business field now is highly competitive, fast changing customer preference and
technology integration. businesses must act fast on opportunity because of changing trends in the
market this goes as well to family businesses.

Family businesses must utilize their knowledge and resources to be competitive. In the
Philippines, the first employees and human resources of a family business is its family members.
It should capitalize on that. Customer Service Differentiation can be used by family business to
strengthen their influence and relationship to their customers. By making sure that consumers
feel special, welcomed and part of the business can guarantee a repeat purchase. Family
Businesses must capitalize on their adaptability to customize their relationship with consumers.
As consumers feel they are special they will patronize the business. Customer Service
Differentiation is a marketing tool that is helpful in communicating to clients or customers the
family and business values they have. A retail business, manufacturing or any type of business
can use this to differentiate themselves to their competitors. Customer Service is one of the
things that consumers look at a business. it not just the product or service that they buy but also
the way how it is delivered, executed or presented to them from the beginning up to after sales
support. Creating a meaningful and strong relationship with your customer is a free
advertisement because they are the one that tells their peers about your company or business. All
this effort will in turn increase perceived financial performance because consumers will
patronize your product, invite friends to avail your products or services. Customer Service
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Differentiation is not a straightforward way or an activity that business can do and execute. This
only shows the company and family values regarding customer service. In order for this to have
great impact to the business, the business must first study its competitors. How does our
competitors conduct their business? How do they execute sales and after sales services? How do
they treat their customers? The important thing for a business to do is make sure that they
communicate their brand, values and connect with their customers. They should take care of their
customers and deliver their product or service in a different way that is economical and makes a
lot of impact.

Given that Customer Service Differentiation is important, Product or Service
differentiation cannot be neglected because it is also one of the keys in making sure customers
will be interested with the products or services of the family business. Family Businesses should
innovate and look at the current trends that are happening to make sure they are relevant in the
times and their product or service is able to give value. Family Businesses must create their own
specialized or unique product that only they can sell. In this way they can always have an edge
over their competitors. This is can be one of the assets of any family business as this can be their
source of their Sustainable Competitive Advantage if they are to replicate it thru different
management generation.

Making your consumers return for your specialty product or service will surely increase
your financial performance given that the business is managed well. The other factors as well
should be the focus of any Family Business. Promotion of Family Business and the Use of
Family Image. Family Businesses must communicate well that they are a Family Business
because if consumers know or the community they can help and patronize the product or services
it offers. If a family business can communicate to its stakeholders its unique selling point and its
heritage, consumers would be willing to try the product or service and if they find that it is a
quality and of value product or service, they could recommend it to their peers.

There are other advantages in using the image of a Family Business as its brand, however

this should be used with caution. Using the image of the family business as the brand can be a
double edge sword, if the family name is able to contribute to society and is associated with good
comments and opinions then this can be good marketing tool, however if the family name was
associated with negative opinions and comments from the public then it can hurt the business.
As with any business, may it be a family business or not, the right mix of marketing strategy is
the key to success. Family Businesses must always refer to their Vision and Mission, so that they
may be guided in their operations and growth. It must not deviate from its core competency and
must stay true to its promises to its customers, employees, and other stakeholders.

In order to further enrich the field of Marketing in Family Business, research must be
continuously especially on these variables and testing it on a bigger population in order to make
a solid or concrete generalization. Even if in the past research have seen relationship and
connections it is still not enough to make a big generalization but because of efforts of different
researchers a path to finding knowledge has been paved. There is still a lot more variables that
could be studied to get a bigger picture on how Perceived Financial Performance is affected.
Some of the variables that may be considered in the future are new trends, consumer preference,
green product and service revolution, effect of the pandemic and other variables that might affect
consumer preference and perception.
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