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ABSTRACT 
 

 

Despite important advances in family business research over the past 

decade, the effects of family ownership and control on firm performance and 

strategy remain equivocal. First, is family involvement beneficial or costly to 

the firm? Leading management and family business research theories proffer 

compelling arguments, but none have been able to present unassailable 

theoretical support for any one particular side. Second, how do family firms 

make capital structure decisions? Although there are widely-accepted theories 

of capital structure policy in the corporate finance literature, they have limited 

power in explaining financial decision making in family firms. Furthermore, 

empirical studies on both the performance and capital structure policy of 

family firms have generated mixed results. This divergence in theory and 

empirical evidence suggests that earlier studies have not been able to consider 

other critical factors that drive value creation and strategy formulation in 

family businesses. 

 This dissertation addresses these gaps in the literature with two studies 

that are derived from the question of how the performance and behavior of 

“Overseas Chinese” family firms are influenced by Confucian values and 

practices. In the first study, I developed a theoretical framework based on 

social capital theory which posits that long-term orientation (LTO) acts as a 

mediator in the relationship between family ownership and control (FOC) and 

firm performance. In addition, I hypothesized that Confucian characteristics, 

such as filial piety (FIL), traditionalism (TRA), and guanxi (GUA), act as 

moderators in the model. In the second study, I built a framework using the 
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theory of planned behavior, which explains how FOC and Confucian values 

jointly affect the firm’s capital structure decisions by influencing the decision 

maker’s beliefs and attitude toward debt, by fostering societal pressures 

regarding the use of debt, and by creating perceived behavioral controls in 

terms of risk exposure, family control, and the cost of debt. According to this 

framework, Confucian values moderate the relationship between FOC and 

financial leverage by reinforcing the family firm’s intention not to borrow. 

Using data from a sample of small- and medium-sized firms in the Philippines 

and the partial least squares structural equation modeling methodology (PLS-

SEM), analysis reveals that LTO partly explains the positive influence of FOC 

on firm performance, and that TRA enhances the positive relationship between 

FOC and LTO. In the second study, the results suggest that firms which have a 

high degree of FOC borrow less. In addition, at high degrees of FIL, firms with 

a lower FOC have a lower financial leverage while firms with a higher level of 

FOC have a higher financial leverage. 

 This dissertation contributes significantly to the family business 

management and family firm finance literature and the management literature 

in general. First, the social capital framework developed in the first study 

identifies specific circumstances in which family ownership and control can 

enhance firm value. Specifically, family firms are able to achieve better 

performance by promoting LTO in the organization, and cultural traits such as 

traditionalism enable the family business to achieve a higher degree of LTO. 

Second, the analytical framework based on the theory of planned behavior that 

was developed in the second study provides an alternative explanation for 

capital structure policy for small- and medium-sized private firms. The results 
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of the study demonstrate that a high degree of family ownership and control 

results in use of less debt, and that Confucian values such as filial piety can 

moderate the firm’s bias against borrowing contingent on the degree of family 

ownership and control. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



v 

 

ACKNOWLEDGEMENTS 
 

 I would like to take this opportunity to express my gratitude and 

appreciation to the institutions and people who have helped me complete this 

thesis. 

 First and foremost, I want to thank God almighty Who made all of this 

possible. 

I would then like to offer my appreciation to Hong Kong Baptist 

University and the Hong Kong Government for giving me an opportunity to be 

part of the first cohort of Hong Kong Ph.D. Fellowship recipients. In addition, 

special thanks to FBNPA-IFERA Pacific Asia for providing me with a research 

grant that allowed me to undertake my research. 

 I would next like to extend my sincerest gratitude to my principal 

supervisor, Prof. Gordon Y. N. Tang, for his invaluable guidance and support. I 

would also like to thank my co-supervisor, Dr. Henry K. Y. Fock, for helping 

me learn the ropes of academic research. 

 My heartfelt thanks to my extended HKBU School of Business family 

as well: my professors, Prof. Wing-Keung Wong, Dr. Candy K. Y. Ho, and Dr. 

Jun-feng Zhang; Prof. Aristotelis Stouraitis, Loletta, and Iris of the Finance and 

Decision Sciences Department; Prof. Gerard Predergast, Prof. Wai Sum Siu, 

Pauline, and Wendy of the Marketing Department; Prof. Allan K. K. Chan, 

Pauline, and Carmen of the Dean’s Office; and my fellow graduate students 

Sanry, Clara, Rachel, Zach, Hawkins, and Emmy. 

 Special thanks to all my family and friends in the Philippines who are a 

big reason I am where I am today. 



vi 
 

 To all my former students at Ateneo de Manila University and HKBU 

CIE, thank you for inspiring me to always be the best that I can be. 

 Last but not the least, I want to thank Jasmine for the unending love and 

support. 

  



vii 

 

TABLE OF CONTENTS 
 

DECLARATION ........................................................................................................ I 

ABSTRACT ............................................................................................................... II 

ACKNOWLEDGEMENTS ................................................................................... V 

TABLE OF CONTENTS ..................................................................................... VII 

LIST OF TABLES ................................................................................................... X 

LIST OF FIGURES .............................................................................................. XII 

CHAPTER 1: INTRODUCTION ..........................................................................1 

1.1 Research Background ...................................................................................................... 1 

1.2 Research Questions and Contributions ............................................................................ 8 

1.3 Organization of the Thesis ............................................................................................. 10 

CHAPTER 2: CONFUCIAN VALUES AND VALUE CREATION IN 

FAMILY BUSINESSES ....................................................................................... 12 

2.1 Introduction .................................................................................................................. 12 

2.2 Literature Review .......................................................................................................... 14 
2.2.1 Family firm performance ............................................................................................. 14 

2.2.1.1 Agency Theory ..................................................................................................... 15 
2.2.1.2 Resource-based View of the Firm ........................................................................ 17 
2.2.1.3 Socioemotional Wealth Theory ............................................................................ 18 

2.2.2 “Confucian values” and Overseas Chinese family business ....................................... 20 
2.2.3 Research gaps .............................................................................................................. 24 

2.3 Theoretical Framework and Hypotheses ....................................................................... 27 
2.3.1 Social capital as a source of competitive advantage ................................................... 27 
2.3.2 Social capital and family firms .................................................................................... 30 
2.3.3 Confucian values and the creation of social capital .................................................... 34 

2.3.3.1 Filial Piety ............................................................................................................ 35 
2.3.3.2 Traditionalism....................................................................................................... 36 
2.3.3.3 Guanxi .................................................................................................................. 37 

2.3.4 Hypotheses ................................................................................................................... 39 
2.3.4.1 Long-term Orientation in Family Businesses ....................................................... 40 
2.3.4.2 Confucian Values and Family Businesses ............................................................ 43 

2.4 Methodology ................................................................................................................. 47 
2.4.1 Variables and scale development for “Confucian values” .......................................... 47 
2.4.2 Sample.......................................................................................................................... 51 
2.4.3 Analysis ........................................................................................................................ 55 



viii 
 

2.5 Results ........................................................................................................................... 65 
2.5.1 Assessment of the measurement (outer) model ............................................................. 65 
2.5.2 Preliminary analysis ..................................................................................................... 67 
2.5.3 Assessment of the structural (inner) model .................................................................. 68 

2.6 Discussion ...................................................................................................................... 74 
2.6.1 Discussion of empirical results ..................................................................................... 74 
2.6.2 Additional evidence from case studies .......................................................................... 79 
2.6.3 Research contributions ................................................................................................. 84 
2.6.4 Limitations and directions for future research ............................................................. 86 

CHAPTER 3: CONFUCIAN VALUES AND THE CAPITAL 

STRUCTURE OF FAMILY BUSINESSES .................................................... 90 

3.1 Introduction................................................................................................................... 90 

3.2 Literature Review .......................................................................................................... 95 
3.2.1 Capital structure theories ............................................................................................. 96 
3.2.2 Family firm finance ....................................................................................................101 
3.2.3 Financial decision making in Overseas Chinese firms ...............................................104 
3.2.4 Research gaps .............................................................................................................111 

3.3 Theoretical Framework and Hypotheses ...................................................................... 112 
3.3.1 A framework for capital structure policy in family firms: Confucian values, family 

involvement, and the theory of planned behavior ................................................................113 
3.3.2 Hypotheses..................................................................................................................119 

3.4 Methodology ............................................................................................................... 123 
3.4.1 Data and variables .....................................................................................................123 
3.4.2 Analysis ......................................................................................................................124 

3.5 Results ......................................................................................................................... 126 
3.5.1. Preliminary analysis ..................................................................................................126 
3.5.2 Assessment of the structural (inner) model ................................................................127 

3.6 Discussion .................................................................................................................... 131 
3.6.1 Discussion of empirical results ...................................................................................132 
3.6.2 Additional evidence from case studies ........................................................................139 
3.6.3 Research contributions ...............................................................................................140 
3.6.4 Limitations and directions for future research ...........................................................142 

CHAPTER 4. CONCLUSION ......................................................................... 143 

REFERENCES ........................................................................................................ 146 

APPENDICES ...................................................................................................... 163 

Appendix A. Pilot Study Questionnaire.............................................................................. 163 

Appendix B. Pre-test Questionnaire .................................................................................. 169 

Appendix C. Final Dissertation Questionnaire ................................................................... 176 

Appendix D. Correlation Coefficients of Indicators ............................................................ 183 



ix 

 

Appendix E. Case Study Interview Questionnaire .............................................................. 185 

Appendix F. Case Study Interview Transcripts ................................................................... 188 

CURRICULUM VITAE .................................................................................... 198 

 

  


