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THE INTERDEPENDENCY BETWEEN A FAMILY COMPANY'S NAME AND A FAMILY NAME

Abstract. A company's name often personifies the company. In the case of family companies, the name is mainly
connected with that of the owning family. This paper aims to identify and substantiate the context of the perception of
any possible risks from the association of a family name with that of a family company during the generational
exchange with the participation of several generations in the family company's management. The hypotheses have
been verified based on the evaluation of data acquired from a sample of 245 respondents from the Czech Republic.
The research period is 2017-2019. The qualitative research is based on round discussion tables with family business
owners. The data has been processed using correlation and regression analysis. The authors have shown that owners
consider the association of the family name with that of a family company to be a potential risk. Any negative regard
for the family company and the family could lead to losing the family's good name and the company and losing
customers and employees. Moreover, it could damage the process of intergenerational transition. The connection
between the intensity of the risk perception and the generational exchange process with the participation of several
members in the management of a family company has been statistically demonstrated. The degree of perception of
the risk is high in family companies where the generational exchange is still ongoing. The exclusion of the variable of
the connection of a family company name with the owning family due to collinearity suggests a possibility for a different
type of research that would demonstrate the statistical significance. The unique article nature lies in the fact that it
involves research into the current, real process of generational exchange taking place in Czech family companies with
mainly two generations and up to three generations in the family company management.

Keywords: company name, correlation analysis, Czech Republic, family business, family name, generations,
intergenerational transfer, regression analysis.

Introduction. The phenomenon of the family company has been the subject of theoretical and
empirical studies undertaken by many universities, associations, and state entities (Benavides-Velasco,
2013). The topic of family companies is taught separately at universities and is very often the subject of
seminars for state institutions and private companies. These entities often cooperate.

According to the Family Firm Institute, family companies create 70-90% of world GDP and 60-80% of
employees. They are more resistant to crises and are based on a high degree of responsibility concerning
the environs. Investments in family firms remain in the regions and constitute the basis for the services
provided there. Family companies try to balance the family's needs with the business's needs. Besides,
they give preference to socio-economic wealth over a narrow focus on financial objectives (MPO, 2019b).
The family companies concentrate economic power and transfer it to the following generations, which are
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then required to develop it further (Means, 2016) and resolve the state's economic and social problems
(Aries, 2016). More and more scholars from different circles interest in the family businesses issue (Mura,
2020). Family companies play a significant role in the country's economy and contribute to creating the
national business environment substantially (Kroslakova, 2020; Orgonas et al., 2020). The family company
is an entity that could be found worldwide, for example, Spain, Austria, Italy, Germany, and typical EU
countries with high levels of family companies (Petlina and Korab, 2018). To monitor family companies
and subsequently evaluate their impact on the economy, they must be legally defined and characterized
in legislation (MPO, 2019b).

The issue of family companies has been thoroughly analyzed by several researchers both historically
and at present who have concerned themselves with the influence of newly arriving generations in family
company management (Meneses et al., 2014; Adedayo et al., 2016). The individual generations create a
positive brand image over the long term, transfer their knowledge and know-how, verify the quality of the
products on offer, and secure the growth of the family company (Alonso and O'Brien, 2017; Aparicio et al.,
2017; Bakoglu and Yildinm, 2016). The originality of this article lies in the following facts. The first
intergenerational transfer of family companies to the upcoming generation in modern history is currently
taking place in the Czech Republic. Several generations are currently active in family companies at various
levels of involvement in this period. The connection of the family with the company is accentuated more
than ever during this process. For external and internal entities, this could implicate a future need for
capital for intergenerational transfer. In the environment of the Czech Republic, the generation change
according to the intergenerational division is also unique because this is historically the first exchange of
generations after the communist period. This article has been structured using the classic concept for a
scientific paper. The submitted literature review serves as a literary entry point into the perception of the
issue at hand. It is followed by a statement on the scientific methods used in work and assessing the
outputs. The paper closes with a discussion, a list of its limitations, and some proposals for future research.

Literature Review. Family-owned and/or family-managed businesses control the economic
landscape throughout the world. The fundamental principles of family companies include loyalty, honesty,
and the ability to motivate the people in one's environs. Family companies continue to generally respect
whatever their founders achieved, including long after their death (Kenyon-Rouvinez et al., 2016).
According to Darier Hentsch, children who grow up in a family that owns a family company know that
family companies are not businesses or even families like all the rest. That could be compared to a
situation where a person knows a language without ever learning its grammar. Family companies are
distinguished more than ever by a «human face». Behind the human face, they see a more truthful picture
of the values of their founders and the people who transfer them from generation to generation (Kenyon-
Rouvinez et al., 2016). The face of the business owner or founder, i.e., the face of a specific person, is
behind the face of a family business. Family companies are better known in the regions if there is
«someone visible» on their behalf (Schmidts and Shepherd, 2015). The most significant theme in their
business is passion and intrinsic motivation (Smith, 2020).

Every family company is a combination of three spheres such as business, family, and ownership.
They include the material aspect (ownership), the rational aspect (business), and the emotional aspect
(the family). These aspects are interlinked to a maximum extent and are almost inseparable (Taguiri and
Davis, 1982). Activities aimed at increasing the attractiveness would lead to an increase in spending of
the business area and, by analogy, to a rise in macroeconomic indicators (Gavurova et al., 2020). This
connection brings both positive and negative aspects. A family company's bad reputation reflects poorly
on the family and vice versa. It is not by chance that many family companies have been named after their
founders (for example, Walmart after Sam Walton, Forbes after BC Forbes). The choice of the name
clearly shows the company's family element. Recent studies have shown that this type of eponym, which
uses the owner or the owner's surname in the company brand, has a positive impact on sales turnover
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and the company's performance (Kashmiri and Mahajan, 2010). The name of the founder family as part
of a family company's name acts as a valuable company resource that increases the yields from shares
(Kashmiri and Mahajan, 2014). On the other hand, any scandal or public mistrust in a family company is
reflected on the individuals or family members instead of anonymous shareholders. However, that often
creates even greater pressure on family members to cooperate to avoid any negative attention and
increase the brand's trustworthiness (Kashmiri and Mahajan, 2010; Kashmiri and Mahajan, 2014; Ball,
2017). Identifying the family name with the company motivates the family members to maintain a favorable
reputation, increasing their socio-emotional wealth. Likewise, Deephouse and Jaskiewicz (2013) claimed
that a company's reputation is higher if the family name is included in the company name. The family
members are motivated to ensuring that the company has the best reputation. The level of family
ownership should be associated with a more favorable reputation (Basco, 2017). A family's identity and
reputation are closely associated with a family company's image, influencing branding and marketing
(Babin et al., 2017, Astrachan et al., 2019). However, not all family companies use their surnames as part
of the company name. Companies using the family surname in their name have a distinctly higher level of
marketing, place a great deal of emphasis on creating value and perform better than companies that do
not use the family surname in their name (Kashmiri and Mahajan, 2010). However, all these aspects are
connected with traditions, history, the family name, and a specific face and come with negative
connotations, threats, and risks.

The risk factors for family companies have been the subject of research undertaken by many
international authors. Family companies may be generally risk-averse for several reasons. Being risk-
averse is often considered a positive characteristic in family companies, but it could also lead to conduct
that endangers its long-term existence (Hiebl, 2012). The most significant risks for family companies lie in
the company's unclear role in the company and lack of communication (Lipitz and Hauser, 2016). The
owners of family companies perceive any overlap of competencies and absence of communication as
highly negative regarding the possible damage it may cause to the name of the family company and the
family itself. The most significant risks faced by family companies include problems with succession and
those who damage the family's reputation (Dipietro, 2015). Most family companies are facing the situation
where an intergenerational transfer is either ongoing or about to occur. Failure constitutes a risk for both
the family and the company (Petru et al., 2018). An insufficiently managed process of generational
exchange poses a threat to both the owner and the successor and harms the family's assets and may
damage family relationships and social ties, and lead to a loss of social standing (Servus et al., 2018).
Misunderstood and unmanaged risks could be dangerous for both the entire family and the company
(Daniell and McCullough 2013). Inaction in the area of risk management could result in a loss of assets
and jobs and may even endanger the future existence of the family company. This risk is significant in
family companies where many family members participate in the company or are dependent upon it
(Crystal, 2015). The family has to deal with the most challenging risks concerning concern-sensitive
questions about family relationships and reputation (Downing, 2012). According to Daniell and
McCullough (2013), there are also «soft» risks for family businesses, such as personal family disputes,
competition for the leading position in the family and court, and marital disputes among family members.
Altruism and nepotism damage the effectiveness of a family company, and favoring family members at
the expense of qualified employees in the company cast a bad light on the family itself (Firfiray et al.,
2018). Notably, Kupec et al. (2020) favor increasing the employees' personnel competencies.

Many family companies fail because the family members do not undertake steps in the area of risk
management. It is difficult to maintain family companies for the next generation without assessing the
direct levels of risk. Some risks are foreseeable, while others could be unique to a specific family, such as
the risk of family disputes, risks associated with the non-existence of a plan for transferring a real estate,
or the management of inheritances. In turn, some risks could not be quantified financially and represent a
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threat to the family company's ongoing competitiveness (Visser and van Scheers, 2018). A threat could
arise from an unclear relationship between the organizational culture and the company orientation
(Cherchem, 2017) during the implementation of innovations and new technology (Cucculelli et al., 2016)
or in the case of failure of the transgenerational exchange (Daspit et al., 2016). The loss of key employees
could cause serious business losses (Pekersen and Tugay, 2020). A significant part of any risks comes
from unresolved conflicts (De Clercq and Belausteguigoitia, 2015), with information asymmetry during
decision-making (Dehlen et al., 2014), upon the exit of the founder and due to a missing or insufficient
strategy for the realization of marketing activities (Petru et al., 2020). Implementing risk management
strategies as a long-term interactive process that must be continuously improved and whose individual
steps must be integrated into family company management is essential (Di Serio et al., 2011). The authors
are offered a research gap for the given areas concerning the involvement of representatives of the
participating generations, emphasizing linking the name of the company name and the family's name.

Methodology and research methods. This paper aims to identify and substantiate
interdependencies in the perception of any possible risk from the association of a family name with that of
a family company during generational exchange involving the participation of several generations in the
family company management.

The following three hypotheses (H1, H2, and H3) and five research questions (RQ 1, RQ 2, RQ 3, RQ
4, and RQ 5) have been established to fulfill the research's objective.

H1: The family company name is connected with a risk that could arise from the association of the
family name with that of the family company.

H2: The owners of family companies where several generations are in management are more aware
of the risk of associating the family name with that of the family company than is the case where only one
generation in the family company's management.

H3: The owners of family companies perceive a risk from associating the family name with the family
company name during the generational exchange process.

RQ 1: Is the family name part of the family business's name?

RQ 2: Which family company name is preferred concerning the owning family?

RQ 3: Do the owners of family companies perceive any risks in associating their family name with that
of their family business?

RQ 4: Do the owners of family companies perceive more risks from associating the family name with
that of the family company in those family companies that are undergoing generational exchange?

RQ 5: Do the owners of family companies perceive a greater risk from associating the family name
with that of the family company in those family companies where several generations are involved in
management?

The research questions would be answered upon the basis of descriptive statistics. In turn, the
hypotheses would be confirmed/refuted based on correlation and regression analysis.

The sources of data — Family companies have been defined as follows. Definition of the family
business: A family business is a family business corporation or a family trade.

1. Family Business Corporation is a business corporation where more than one-half of its members
are family members. At least one member of that family is its statutory body or where members of one
family directly or indirectly exercise most voting rights. Besides, at least one member of that family is a
member of the statutory body of this business corporation. Family Business Corporation is also considered
to be a business corporation where most of the voting rights are exercised in favor of one family by the
trust fund or its trustee provided that at least one member of the family is a member of the statutory body
of trust fund or a trustee of the trust fund.
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2. Afamily business is a business where at least two members of one family participate in their work
or property, and at least one of the family members holds a trade or other similar authorization or is entitled
to do business for another reason.

3. The members of one family in the family business are considered jointly working spouses or
partners, or at least one of the spouses or partners and their relatives up to the third degree, persons with
spouses or brothers- and sisters-in-law up to the second degree, as well as related persons in direct line
or siblings. If a person, who is underage or not fully legally competent, is among them, it should be
represented in voting by a legal guardian (MPO, 2019a).

Itis necessary to note this does not involve a random selection. Given the nature of the problem being
researched (especially the unknown character and size of the population, which are generally the Czech
family businesses), it has been necessary to use data from the database of family companies maintained
by the University of Finance and Administration. Secondary data from publicly accessible sources were
processed to identify the companies (the company name, address, legal form, contact information,
addresses were verified). Primary data (the derivation of the company name, the number of generations
working in the company, the perception of the risks associated with connecting the family name with that
of the company) was acquired from the participants at discussion roundtables.

The procedure for selecting the investigated sample was as follows:

1. The database of family companies, which has been kept at the University of Finance and
Administration since 2015, contained 3622 corporate entities at the beginning of the research.

2. Family companies, for which the necessary primary data was fully available, were selected.

3. Ofthese family companies, those that participated at the discussion roundtables were purposefully
selected — the data was acquired for the Risk variable.

4. The work was undertaken with a sample of 245 family companies. According to European Family
Businesses, expert estimates showed that family businesses in the Czech Republic make up 87% of all
business entities — more than 450 thousand family businesses. It is essential to note that it is difficult to
estimate how many family businesses are actually due to the statistical data absence. There is no unifying
register or database of family businesses.

The family companies often include the family surname in their names. This connection brings both
positive and negative aspects. This research focussed on a negative aspect, i.e., the risk of connecting a
family name with a family company.

The research methodology. The research used the method of secondary data analysis and the
qualitative inquiry at discussion roundtables. Four variables were chosen for this research:

1. the legend of the family company's name - «legend» (Table1);

2. the risk of threats to the good name of the family and the family company — «risk» (Table 2);

3. the process of generational exchange — «process»: not current, underway, transferred;

4. the generations active in the family company — «generations»: only 1st;1stand 2nd; 1st, 2nd, and 3rd;
2nd and 3rd; only 2nd,

The data acquired by the research has been analyzed using descriptive statistics and regression and
correlation analysis to demonstrate the interdependency of the variables and define the output model.

Table 1. Examples of the identification of family company names
Legend
An invented corporate name, including the company's legal form
The surname is included in the company name + possibly the company's legal form
The company name only consists of a name and a surname

Continued Table 1
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The company name consists of a name and a surname, possibly with an academic title before or after the
corporate name
The company name consists of a name, a surname, and the company's legal form
The company name consists of the founder's surname supplemented with information on the participation of
any successors
The company name represents the family surname, the generations, and the year of establishment
The company name includes the founder's surname supplemented by the field of business
The company name includes the founder's surname supplemented by a name, place, or field of business
The company name includes the place and field of business
The company name includes a corporate name consisting of a portmanteau of two or more words
The company name includes a product brand
The company name is a familial word
Note: This table represents the possible options for the creation of family company names. Not all of the variants
need to have necessarily been used in the research based on the research sample.
Sources: developed by the authors.

Table 2. The assessment scale for the «risk» variable

Risk intensity Description
Without Risk The owner does not admit to the threat to the business.
Low Risk Threats from the exit of non-keys employees.
Middle Risk Threats from the exit of key employees, customers, and suppliers.
High Risk Threats from the exit of employees, key customers, and suppliers. Threats and

impossibility of public activities, e.g., a municipal council member, the board of directors
of other companies, involvement in the non-profit sector, etc.

Note: According to the information of FB owners regarding the perceived risk, the description is.

Sources: developed by the authors.

The correlation analysis. Correlations in their various forms are the most frequent statistical
characteristics found in the expert literature (Brom and Rehak, 2015). The goal of correlation analysis is
to ascertain the mutual relationships that exist between the researched variables. The Pearson correlation
coefficient, which measures the strength of a linear association between two variables, was used to
ascertain the interdependency of the variables. That subsequently makes it possible to define the strength
of the associations between the results of the investigated variables. According to Tran (2011), Person's
coefficient is a parametric statistical test for determining the tightening relationship of variables. At values
of the Person's correlation coefficient above 0.4 (minimum with one of the other variables), the linkage of
the variables is significant for this research. At values above 0.7, the linkage of the variables is interpreted
as very important. The Pearson correlation coefficient is as follows:

— i=1 (D) Yi=F) )
[P0 5, 0972

r

where X and y are selection averages, and sx and sy are determinative selection deviations.

The results of the correlation analysis enable the confirmation or rejection of hypotheses H1, H2, and
H3. The correlation analysis was processed using the IBM SPSS statistical program, ver. 25. The results
of the correlation are set out in Table 9. The regression analysis. The regressive function n can be written
as follows:
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N =By + Bixy + Boxy + -+ BrXm = Bo + Xitq Bix; ()
where o, B1, B2, ..., B mare regressive parameters and x1, X2, X3, ..., Xm are explanatory variables.

The estimate of this regressive function is the selective (empirical) regressive function of the shape (3).
y = bo + b1X1 + bzxz + 4 bmxm = bo + Zﬁl blxl (3)

A more straightforward way of analyzing the data is by Darlington and Hayes (2017) and Pisaf and
Bilkova (2019). According to the linear regressive function, the findings would be fundamental to
understanding how the researched variables have mutually influenced one another (Pisar and Bilkova,
2019). The results of the regressive analysis are stated in Tables 9, 10, 11, 12, and 13. Table 12 presents
the model interpretation.

Results. The investigated N=245 sample was initially tested from the point of view of the completeness
of the tested variables using the SPSS program. The analyzed sample was 100% compliant with the data
completeness test. Descriptive statistics. The investigated family companies were founded within the
range of years (Table 3). The information on the year of establishment is of significance from the point of
view of generational exchange and the life cycle of the family company and the family.

Table 3. The year of establishment of the family company
. To1989  1990- 1995-  2001-  2006- From
Year of establishment incl. 1994 2000 2005 2010 2011 'o®

Frequency % 1,6 339 184 20,0 12,2 13,9 100,0

Sources: developed by the authors.

Most of the family companies were established between 1990-1994 and the following decade. These
are precisely the family companies where the issue of generational exchange is current.

Each family company has its name, which has been created according to certain traits, characteristics,
and considerations. Table 4 displays a summary of the family company according to the formation of their
names. The results provide the answer to RQ1: What composition of the family company's name is
preferred?

Table 4 shows that 43.2% of family companies include a component of the «familial» and a family
name in their names. It provides a positive answer to RQ1: Is the family name part of the family business's
name? Yes, it is. The most frequent composition of the family company's name provides the answer to
RQ2: Which family company name is preferred concerning the owning family? 23.3% of family companies
have the founder's surname and the field of business in their names. It is followed by 17.1% of family
companies that have the founder's surname and the company's legal form in their names. It is possible to
state that the family company's name is associated with the family name.

Positive and negative aspects and possible risks could arise from such an association. In turn, another
part of the research focussed on the potential risks. At the discussion roundtables, the owners of the family
companies expressed the degree of risk that they perceive from the association of their family company's
name and that of the family.

Table 4. The frequency of the legend in the composition of company names
Legend Frequency  Percent  Valid Percent  Cumulative Percent
An invented corporate name, including 60 245 245 245
the company's legal form
The surname is included in the
company name + possibly the 42 171 171 41,6
company's legal form
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Continued Table 4
The company name consists of the 2 8 8 424
founder's surname supplemented with
information on the participation of any
SUCCESSors
The company name represents the 1 A4 A4 429

family surname, the generations, and

the year of establishment

The company name includes the 57 233 233 66,1
founder's surname supplemented by

the field of business

The company name includes the 3 1,2 1,2 67,3
founder's surname supplemented by a

name, place, or field of business

The company name includes the place 14 57 57 731
and field of business
The company name includes a 16 6,5 6,5 79,6

corporate name consisting of a
portmanteau of two or more words

The company name includes a product 49 20,0 20,0 99,6
brand

The company name is a familial word 1 4 4

Total 245 100,0 100,0 100,0

Sources: developed by the authors.

Table 5 sets out the degree of risk as perceived by the owners. The results in Table 5 provide the
answer to RQ3: Do the owners of family companies perceive any risks in associating their family name
with that of their family business?

Table 5. The perception of the degree of risk arising from the association of the family company's
name with that of the family

Risk of treats to reputation Frequency Percent Valid Percent Cumulative Percent
Without Risk 8 3,3 33 3,3
Low Risk 30 12,2 12,2 15,5
Middle Risk 52 21,2 21,2 36,7
High Risk 155 63,3 63,3 100,0
Total 245 100,0 100,0

Sources: developed by the authors.

The findings from Table 5 show that 96.7% of the owners of family companies perceive a possible
degree of risk based on the association of the family company's name with that of their family. 63.3%
consider the risk to be high, while only 3.3% consider there to be no potential risk. RQ2 could be answered
positively. The generational exchange has been ongoing in the Czech Republic in recent years. The
names of the founder and the successor are closely associated with family companies and have been
frequently discussed in this period of generational exchange. The findings in Table 4 show that over 43%
of family companies have a family name included in their names. Any negative image about the family
company's name or the family name can endanger the transition process. Reputational damage could
have a potential influence on a company's value, a loss of customers, employee departures, and so on.

The following section of the research focuses on those family companies that are undergoing
generational exchange. The following would be examined in this regard: a) establishing the company
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name and the process of generational exchange; b) the risks connected with the association of the
company name with that of the family and generational exchange. Table 6 depicts the legend of the
company name and the process of generational exchange. The findings in Tables 6 and 7 also answer
RQ4: Do the owners of family companies perceive greater risks associated with the connection of the
family name with the name of the family company in those family companies that are undergoing
generational exchange?

a)  The legend of the company name and the process of generational exchange.

Table 6. The legend of the company name and the process of generational exchange

Legend Not current Underway Transferred Total
An invented corporate name, including 60 245 245 245
the company's legal form
The surname is included in the 42 17,1 17,1 41,6

company name + possibly the

company's legal form

The company name consists of the 2 8 8 424
founder's surname supplemented with

information on the participation of any

SUCCESSors

The company name represents the 1 A4 A4 42,9
family surname, the generations, and

the year of establishment

The company name includes the 57 23,3 23,3 66,1
founder's surname supplemented by

the field of business

The company name includes the 3 1,2 1,2 67,3
founder's surname supplemented by a

name, place, or field of business

The company name includes the place 14 57 57 73,1
and field of business
The company name includes a 16 6,5 6,5 79,6

corporate name consisting of a
portmanteau of two or more words

The company name includes a product 49 20,0 20,0 99,6
brand

The company name is a familial word 1 A4 A4

Total 245 100,0 100,0 100,0

Sources: developed by the authors.

The findings from Table 6 show that 55.9% of the examined family companies are undergoing
generational exchange. Notably, the family company's name includes the name of the founder and the
successor, the company name, the generation, and the year. In turn, 100% of the family companies
undergoing the transition to the successor have a familial word in the company name. Almost 67% of the
family companies undergoing the transition to a successor have the founder's name, the place, and the
field of business in the company name. Aimost 60% of the family companies undergoing generational
exchange have the founder's name, the year of establishment, or the field of business in the company's
name. A certain degree of risk is associated with the process of generational exchange. Table 7 shows
the perceived degree of risk involved with the association of a family name with that of a family company
and the process of generational exchange.
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b)  The risk of associating a family company's name with that of the family and the process of
generational exchange.

Table 7. The risk of associating a family company's name with that of the family and the process
of generational exchange

Process/Risk Without Risk Low Risk Middle Risk High Risk Total

Not current 10,2% 12,2% 24.5% 53,1% 100,0%
Underway 2,2% 14,6% 23,4% 59,9% 100,0%
Transferred 0,0% 6,8% 13,6% 79,7% 100,0%
Total 3,3% 12,2% 21,2% 63,3% 100,0%

Sources: developed by the authors.

Table 7 shows an upward trend in the degree of perceived risk from the association of a family
company's name with that of the family in all family companies. The rate of high-risk perception due to the
association of a family company's name with that of the family is 59.9% in family companies that are
undergoing generational exchange. The highest degree of risk perception due to the association of a family
company's name with that of the family in the examined family companies was found in family companies
that have already transitioned, namely 79.7%. In general, only 3.3% of the research sample of respondents
do not perceive any such risk, 12.2% perceive the risk is low, 21.2% perceive a medium risk, and 63.3%
perceive a high risk. Table 7 shows that it is impossible to state whether the family company owners
undergoing generational exchange perceive a more significant risk. However, it has been proven that the
family companies' owners have already transitioned perceive the most significant risk degree.

c) The risk of associating a family company's name with that of the family and the participation of
several generations in the family company's management.

The following section deals with perception in the sense of the potential risk from the association of a
family company with the family name concerning the involvement of several generations in the family
company management. It will be possible to answer RQ5. Descriptive statistics of the frequency of the
variables are subsequently performed (Table 8).

Table 8. A description of the frequency of the potential threat arising from the association of a
family name with that of a family company according to the generational representation

. Generation
Risk Freq. 1. 1.22. 1,2.a3 2. 2.a3. Total
Without Risk % 20,0 0 75 43 19 33
Low Risk % 40,0 9,5 50 6.4 26 12,2
Middle Risk % 20,0 126 275 277 264 212
High Risk % 20,0 77.9 60,0 61.7 491 63,3
Total % 100,0 100,0 100,0 100,0 100,0 100,0

Sources: developed by the authors.

The potential threat from the association of a family company's name with that of the family increases
with the entry of new generations into a family company during the generational exchange. In turn, it could
be subsequently placed at risk by that. 97% of the owners of family companies perceive a potential risk
from the association of the family company's name with that of the family. Therefore, it is possible to
answer RQ: Do the owners of family companies perceive a more significant risk from associating the family
name with that of the family company in those family companies where several generations are involved
in management? as follows. One-fifth of the family companies do not perceive any potential risk from the
association of the family name with that of the family company.
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In contrast, the most significant frequency of perceived potential risk from the association of the family
name with that of the family company was 40% in family companies with only the 1st generation in
management. The perceived potential risk from associating the family name with that of the family
company was almost 78% in companies with the 1st and 2nd generations in the management. Therefore,
it could be inferred that the perceived risk, in this case, is be associated with the intergenerational transfer's
success (or lack thereof). Family companies with three generations together or only the 2nd or the 2nd
and 3rd generations together displayed a medium level of perceived risk due to associating the family
name with that of the family company. The Pearson correlation coefficient was used to ascertain the
interdependencies of the five variables (Table 9).

Table 9. The matrix of variables

1. 2. 3. 4, 5.
1. Legend 1 1 1 1 1
2. Process -,064 212 -,215%* -,084
3. Risk -,053 -,259** -,093
4. Year of establishment -,071 154*
5. Generation -,005

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
Sources: developed by the authors.

The results of the correlation analysis using the Pearson coefficient showed a weak interdependency
between the variables. Without dependence, generation variables are related to Legend, Risk, and Year
of the establishment. The Legend variable has no dependency on the others (the statistical evaluation
would be discussed below (Table 10). A negative dependency has been shown between the Process of
generational exchange and the Period of establishment variables. On the other hand, a positive
dependency has been found between the Process of generational exchange and the Risk of associating
the family company's name with that of the family variables and the Process of generational exchange
and the Generations represented in the family company variables. The regression analysis was
subsequently undertaken based on these results. The regression analysis was performed for the explained
and explanatory variables. The defined variable is Risk of associating a family company's name with that
of the family. The explanatory variables are Process, Generation, and Legend. The Generation variable
has been included to correlate with the Process variable. The first step was the test for any possible
exclusion of the variables due to collinearity.

Table 10. The exclusion of variables due to collinearity

Model Beta In t Sig. Partial Collinearity Statistics
Correlation Tolerance

1 Process ,1680 2,615 ,009 ,166 ,933
Generation - 1120 -1,795 074 -115 933

2 Legend -,0680 -1,084 279 -,070 ,995
Generation -,137¢ -2,206 ,028 - 141 974

3 Legend -,055¢ -,877 ,381 -,056 ,988
Legend -,055d -,884 ,378 -,057 ,988

a. Dependent Variable: Risk

b. Predictors in the Model: (Constant), Year of establishment

c. Predictors in the Model: (Constant), Year of establishment, Process

d. Predictors in the Model: (Constant), Year of establishment, Process, Generation

Sources: developed by the authors.
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The Legend variable was excluded from the model due to collinearity. Collinearity: in statistics, the
correlation between the predictor variables (or the independent variables) is such that it expresses a linear
relationship in the regressive model. If the predictor variables are correlated in the same regressive model,
they cannot independently predict the value of the dependent variable. They explain some of the same
deviations in the dependent variable, which reduces their statistical significance. Collinearity becomes a
problem in regression analysis if there is a high correlation or association between two potential predictor
variables, which leads to a dramatic increase in the value p (i.e., a reduction in the level of significance) of
one predictor variable, if the further predictor is included in the regression model or if an inflationary factor
with a high dispersion is designated. The inflation dispersion factor provides the degree of collinearity, so
an inflation dispersion factor of 1 or 2 displays no collinearity, while a factor of 20 or above displays extreme
collinearity. That means that it is possible to refute H1: The family company name is connected with a risk
that could arise from the association of the family name with that of the family company. This hypothesis
worked with the Legend variable. The H1 hypothesis has not been proven due to the Legend variable's
exclusion based on collinearity.

No interdependency has been proven based on the result of the Pearson coefficient calculation in the
regression analysis for the Generations active in a family company's management variable and the Risk
of associating the family company's name with that of the family variable: the variable's value is -0.093,
see Table 9. This value is not especially significant for any risks. Therefore, the Generations active in a
family company's management negatively influence any potential risks, but this is only one of several
factors in this context. As a result of the exclusion of the Legend variable (indicating the association of a
family company's name with that of the family) due to collinearity, it is possible to state that the H2
hypothesis: The owners of family companies where several generations are in management are more
aware of the risk of associating the family name with that of the family company than is the case where
there is only one generation in the family company's management has not been proven. Stepwise
regression, forward selection, the model. The explained variable — The Risk of associating the family
company's name with that of the family, using the stepwise regression method and the forward selection
method, works with all of the variables at once. The acquired data were analyzed according to the
procedures of the vetted model used by Pisaf and Bilkova (2019).

Table 11. Variables Entered/Removed?

Model Variables Entered Variables Removed Method

1 Year of establishment ... Stepwise *

2 Process ... Stepwise *
Continued Table 11

3 Generaton ... Stepwise*

a. Dependent Variable: The risk of associating a company name with a family name; *(Criteria: Probability-of-F-
to-enter <= ,050, Probability-of-F-to-remove >=,100).
Sources: developed by the authors.

Table 11 depicts the gradual inclusion of the examined variables in the model. The resulting model
was further compiled following Table 12. Interpretation of the resulting model, for example, the selection
regression coefficient Process = 0.234 indicates that if the value of the explanatory variable Process
increases by one degree, then assuming that the values of all other explanatory variables do not change.
Then this change would increase the value of the explanatory variable on behalf of the family by an
average of 0.234 in units of the variable explained. If the model is known, it could predict and influence
the future development of variables. In this case, the determinants of Family business. The results are
presented with the knowledge that the results of the significance of regression are, in some cases, zero.
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Table 12. The dependent variable - the calculation of the resulting model of the hyperplane2
selective regression

Model Unstandardized Std. Error  Standardized Standardized t Sig.
Coefficients B Coefficients beta Coefficients Beta
1 (Constant) 2,874 135 21,228 ,000
Year of -,123 ,036 -,215 -3,434 ,001
establishment ,
2 (Constant) 2,360 ,238 9,917 000
Year of -,098 ,037 -172 -2,680 ,008
establishment
Process ,210 ,080 ,168 2,615 ,009
3 (Constant) 2,608 ,262 9,970 ,000
Year of -,102 ,036 -178 -2,801 ,006
establishment
Process ,234 ,080 187 2,914 ,004
Generation -,090 ,041 -,137 -2,206 ,028

a. Dependent Variable: The risk of associating a company name with a family name
Sources: developed by the authors.

This fact opens up space for setting the scaling of the variable differently. It could be implicitly
concluded that, for example, the involvement of members of specific generations would be affected by the
year of the company's establishment. The longer a company is on the market, the older it is. Therefore,
more generations are involved, depending on the life cycle of the family and the family business. Final
model:

Risk of associating the company name with the family name = 2,608 —
0,102 * Year of establishment + 0,234 * Process — 0,090 * Generation (3)

At the end of the individual t-tests of Table 12, it could be stated that the above model is at the 5%
significance level. An important finding follows from Table 13, where the overall F-test of the model with n
= 3 explanatory variables is significant at the 1% level of significance.

Table 13. Model F test ANOVA=

Model Sum of Squares  df Mean Square F Sig.

1 Regression 7,799 1 7,799 11,792 ,001b
Residual 160,708 243 ,661
Total 168,506 244

2 Regression 12,216 2 6,108 9,458 ,000¢
Residual 156,290 242 ,646
Total 168,506 244

3 Regression 15,309 3 5,103 8,028 ,000d
Residual 153,197 241 ,636
Total 168,506 244

a. Dependent Variable: Risk

b. Predictors in the Model: (Constant), Year of establishment

c. Predictors in the Model: (Constant), Year of establishment, Process

d. Predictors in the Model: (Constant), Year of establishment, Process, Generation
Sources: developed by the authors.
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It is possible to assess H3 based on the conclusions of the correlation and regression analyses and
the model mentioned above of the examined variables. The regression analysis and the compiled model
show that the Process of generational exchange (0.234) and the explained variable of the Risk of
associating the family company's name with that of the family are significant factors for the transfer of a
family company. The family company is associated with the family, and damage to the reputation could
endanger the transition process or vice versa. A positive reputation could be the key to a successful
transfer. It is clear from the model compiled for the explained Risk of associating the family company's
name with that of the family variable that the Process of generational exchange variable at a statistically
significant level of 5% significance initiates, identifies, and could influence the potential risks connected
with the association of the family and the company during a generational transition. Increasing the
credibility of the connection between the company and the family, which is primarily focused on any future
generational transfer, would significantly increase the company's potential for success. This finding is
important. The value of the Pearson coefficient of the correlation analysis for these variables is 0.212. It
indicates a positive interdependency between the variables (Table 9). Here, it is important when assessing
the hypothesis to consider the fact that the Legend variable (the association of the family name with that
of the family company) has been excluded due to collinearity (Table10). Hypothesis H3 cannot be
considered to have been proven based on the facts stated above.

The discussion. It is prudent to discuss the factors presented in the research and comment on the
findings of the descriptive statistics, the correlation, and regression analysis. Likewise, it is also necessary
to support or refute the hypotheses' verification with arguments and compare the research findings
mentioned above with those of the work of selected authors cited in the Literature Review.

Family companies often have the family name incorporated into their names. The family name is
inherently associated with the family company's name, and the family is associated with the family
company. Of the examined family companies, 43.2% include the name of the founder's family in their
names. Family companies' names include the name of the founder's family, the field of business, or the
fact that they are a family company. The link between the family name and the name of the family business
often leads to an ambivalent view of both entities. This view, if negative, casts a bad light on the family
company and the family itself. It brings risks in the form of a bad reputation, a loss of customers, employee
departure, a fall in revenues and prestige, etc. Deephouse and Jaskiewicz (2013) spoke about negative
attention and increasing credibility. They anticipated that a company's reputation would be increased if a
family name were part of the company name. Kashmiri and Mahajan (2014) claimed that the founder's
family name in a family company's name acts as a valuable company resource. This research has divided
the composition of the names of family companies into 13 groups. For example, the company name only
includes a name and a surname, or the company name includes a product brand. Besides, the names of
the examined family companies only fell into ten of the groups. At the beginning of the research, the author
anticipated that the Legend of the composition of a family company name variable would be potentially
significant. The result of the correlation analysis is that the Pearson coefficient for this variable within the
context of the other variables lies between the values of -0.005 and -0.071 (Table 9). It is not possible to
speak of any interdependency among the variables in this case. After moving on to the regression analysis,
this variable was excluded due to collinearity (a value of 0,988). As such, the variable was not included in
the subsequent model. Given these statistical results, it would be necessary to look for a different method
of examining the Legend of the composition of the family company name variable that could demonstrate
its statistical significance and interdependencies. It would require another method of examination but not
another direction of study. The correct direction of examination has been confirmed based on the
descriptive statistics (Table 6), where it is evident what groups the family company names fall.

At present, most family companies are experiencing generational exchange. 55.9% of the examined
family companies are undergoing this process. In most cases, the family company's name includes the
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family name. In turn, more than half of them perceive a risk from the association of the family company's
name and that of the family. One, two, or even three generations are involved in the management of these
companies. The successor would need funds for the transfer of the company. The price that would be
necessary during the transfer of the family company and the exit of the founder could also be influenced
by the perception of the association of the family company with the family name. Dipietro (2015) judged
that successorship is one of the most significant risks for family companies and likewise is a risk that can
damage a family's reputation. According to Downing (2012), the considerable risks include sensitive
matters of family relations and reputation caused by the connection between the family name and the
company name. 97% of the examined family companies conceded the existence of possible risks. Visser
and van Scheers (2018) spoke of risks that could not be monetarily enumerated, such as the threat to the
ongoing competitiveness of the family company. This research has proven that the owners of family
companies undergoing generational exchange do not perceive a greater level of risk. It has confirmed that
the owners of family companies that have already transitioned perceive the most significant risk. It has not
been statistically proven that the owners of companies where the generational exchange was ongoing
were aware of any risk from the association of the family name.

Conclusions. Family companies are the backbone of state economies and basic service providers in
the regions. One of their specific characteristics is an orientation towards the long-term, leading the family
company towards an intergenerational handover. At that time, several generations could be active in a
family company at the same time. A well-functioning family company and family constitute the foundation
for a successful transfer. Every failure, case of disharmony, and a poor reputation could endanger the
intergenerational process. It goes double for family companies.

The name of a family company often includes the name of the owning family and the field of business.
Its name personifies each company. The significant degree of connection arising from the association of
the family company with the owning family brings with its positive aspects and negative risks for both
parties. Owners consider the family name in a family company name to constitute a certain risk. Any
negative view of the family company or the family itself could lead to losing the good name and losing
suppliers, customers, employees, prestige, and social status. In turn, it could irrevocably damage the
process of intergenerational exchange. The interdependency between the intensity of the risk perception
and the process of intergenerational exchange that more than half the family business is undergoing has
been statistically proven. That involves a rising tendency in the perceived risk due to the association of a
family company with the family name in all family companies. In the case of family companies undergoing
generational exchange, a level of high-risk perception concerning the association of the family company's
name with that of the family could be found in more than half the family companies. The highest level could
be found in transitioned family companies, which amounts to more than two-thirds of family companies.
Notably, the family companies' owners in the process of undergoing generational exchange perceived
greater risk. However, it has been proven that the most significant level of risk is perceived by the owners
of those family companies that have already transitioned. It is possible to speak of building a strong
position for the successor, for whom any negative image could be undesirable.

On the other hand, only 3% of the respondents see this as being without any risk. One-fifth of family
companies do not perceive any potential risk from the association of the family name with that of the family
company according to the representation of generations in the family company management. Wherever
only the 1st generation is most prevalent in management, the perception of the potential risk from
associating the family name with that of the family company is low. On the other hand, more than two-
thirds of family companies with the 1st and 2 generations in management perceive this potential risk. In
this case, the threat perception could be associated with the success (or lack thereof). The level of threat
perception is average in family companies with three generations in the management or only the 2nd or
the 2nd and 3 generations together.
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The exclusion of the variable for the risk perception from associating the name of a family company
with the owning family due to collinearity means that all three hypotheses are containing this variable have
been rejected. In this regard, there is the option of using a different method of investigation, which could
demonstrate the statistical significance. It involves another method but not another direction of the
investigation. The correct direction of investigation has been confirmed based on the data for the primary
qualitative research and the result of the descriptive statistics. A successful transition to the following
generation could be used as a tool to manage and increase their competitiveness. This research could be
limited by the very answers of the respondents from the family companies. The limitation lies in the author's
interpretation of the composition and contents of the name of the family company, the subjective replies
of the respondents, which could have been overrated or underrated. They were made at a specific time in
the life cycle of each family company and the family. The answers of the respondents have come from
across the generations and include founders and successors. The views of the generations could be
diametrically opposed.
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Bnnue ocobucTocTi Ha GpeHA-HEeNMIHT cimeliHOro Gi3Hecy

BpeHg cimeitHoro 6GisHecy nepcoHigikye 10ro Ha puHKy MOB's3ytouM 3 0coBUCTICTIO ii BnacHuka. Y cTaTTi npoaHaniaoBaHo
cneyudiky npoLecy NpaBoHaCTYNHULITBA NOKOMIHb Y CIMEeMHNX komnaHisx Yecbkoi Pecry6riku, a Takox cucTeMaT30BaHO OCHOBHI
npobremu Ta Wnsxu ix BupilieHHs. MeTolo faHoi CTaTTi € BUSIBNEHHS Ta 06IPYHTYBaHHS MOXIMBMX PU3NKIB BNAMBY 0COBMUCTOCTI
Ha bpeHa-HeNMiHr ciMeitHoro BisHecy. ABTOpaMm y3aranbHEHO MOXMUBI UMK (hyHKLIOHYBaHHS CiMeiiHoro BisHecy 3a yMOBY yyacTi
NpeACTaBHUKIB CiM'i B MEHEKMEHTI, a TaKoX CnaikoBUM NMPaBOHACTYMHULTBOM CiMeliHoro bisHecy. [leTepmiHoBaHy BUBIpKy AaHUX
ChOpMOBaHO Ha OCHOBI Pe3ynbTaTiB ONUTYBaHHS 245 BnacHukiB ciMelHux nignpuemcTs Yeckbkoi Pecnybniku. [ins dopmyBaHHs
BMBIpKY [JOCTiKEHHS MPOBEAEHO Kpyrni cTonm Ta anckycii y nepiog 3 2017 poky no 2019 pik. MeTogonorito AoCnimKeHHs 3aCHOBaHO
Ha KOpensLifiHOMy Ta perpeciiHomy aHanisax. 3a pesynbTaTamu [OCTIZKEHHS aBTOPaMi 3pOBNEHO BMCHOBKY, LUO BRIACHMKM
cimeliHoro BisHecy BBaxaloTb MOTEHLiHUM PU3MKOM acoljiaLiito komnaHii 3 ix ocobucTicTio. byab-sike HeraTMBHe CTaBneHHs A0
CiMeitHOT KOMMaHii MoXe HeraTUBHO BiAA3ePKaNNUTUCh Ha CiM'I0, TOAI SIK HeraTBHE CTaBMIEHHS A0 CiM'T NOripLLye penyTaL|ito KoMnaHii.
Lle y cBoto Yepry npoBokye BiATik CMOXMBaYiB Ta NpaLiBHUKIB. ABTOPaMK 3a3Ha4EHO, LLO Lie TakoxX MOXe HeraTUBHO BMIMHYTU Ha
npoLieC NpaBoOHACTYNHULTBA 3a YMOBW CNafKOEMCTBI Bif OAHOMO NOKONIHHS A0 iHLWOM0. EMAipUYHi pesynbTaTi aHaniay areHepoBaHoi
BUOIDKV [aHWX 3acBiguMnM CTATUCTWYHO 3HAYYLLMIA B33EMO3B'A30K MK PIBHEM CMIPUAHATTSAM pPU3MKY Ta CMafKoBUM
NpaBOHACTYNHULTBOM CiMeitHoro 6isHecy. BpaxoByioun OTpuMaHi pesynbTaTv, aBTOpamMu BU3HAYEHO, WO BUCOKWA CTYMiHb
CMIPUAHATTS PU3NKY XapaKTepHWA NS CIMEMHWX KOMMAHIM 3i CnajKoBMM MpaBOHACTYMHWLTBOM. [lepcrekTuBamu nofanblumx
JOCRiMkeHb € aHarni3 CTaTUCTUYHOI 3HAYYLLOCTi 32 YMOBH BUKIIOYEHHS 3MIHHOI acoLliaLlii Ha3By ciMeiHoi komnaHii i3 ocobucTicTio
Yepes BUCOKWI CTYMiHb iX KOMIHeapHOCTi.

KnioyoBi cnoBa: Hassa komnaHii, kopensuiitHuii aHanis, Yecbka Pecnybnika, cimeidHuit GisHec, npisBuLLEe, NOKOMIHHS,
nepefava i3 MokoniHHs B NOKONIHHA, perpecinHni aHanis.

132 Marketing and Management of Innovations, 2021, Issue 2
http://mmi.fem.sumdu.edu.ua/en



