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ABSTRACT 

 

Diversification has emerged as a strategic approach used by multinational 

organizations, particularly in light of the fact that 95% of Indonesian firms are 

predominantly family-owned. This study examines the influence of family ownership on 

internal capital market in Southeast Asia, namely in Indonesia and the Philippines. This 

study investigates the impact of family ownership, segment transfer, and segment subsidy. 

Applying multiple linear regression analysis to data from 77 companies listed on the 

Indonesian and Philippines stock exchanges. 

The results suggest that only ownership by the Family has a favorable influence on 

the performance of the company. However, it is important to note that both segment 

transfer and segment subsidy have no impact on the overall performance of the 

organization. 

The research emphasizes the intricacy of diversity in terms of subsidy and transfer 

in order to maximize value. The study is constrained in its concentration on publicly traded 

companies and its narrow geographic coverage. Future researchers are encouraged to 

investigate other regions.  
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PENDAHULUAN 

More than 95 percent of firms in Indonesia are owned by family members (Price 

Waterhouse Coopers, 2014). The term "family company" refers to a company in which the 

founder or person who acquired the company (or spouse, parent, child, or heir) holds the 

majority of votes; there is at least one family representative involved in the management or 

administration of the company; and for a public company (Tbk), the founder or person who 

acquired the company (or spouse, parent, child, or heir) holds the majority of votes (board). 

Family firms beat non-family enterprises in terms of value and profitability in the 

United States, as evidenced by data from S&P 500 companies from 1992 to 1999 

(Anderson and Reeb, 2003). It is supported by another study that was conducted by Shyu 

(2011), family ownership affects firm performance due to family members have more 

internal information and can foresee the prospects of a given firm more easily. This 

advantage allows family members to make sound decisions on whether to reduce or 

increase their holdings. 

Kuncoro (2006) identified three key motivations for diversification: asset sharing, 

risk sharing, and fund sharing. Internal capital market facilitates fund pooling within an 

organization. Erdorf and Matz (2012) Stated that Internal Capital Market is a crucial driver 

for diversification. There are both advantages and disadvantages for companies when 

utilizing the internal capital market, as predicted in theory. One advantage of the internal 

capital market is that it enables companies to secure allocations within the organization, 

avoiding the need to rely on external capital markets. This helps to reduce costs and 

eliminates the need to constantly adapt to market conditions. This reallocation involves 
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shifting capital from less profitable business segments with high cash flows to more 

profitable business segments with capital constraints. 

This research is aimed to gain empirical evidence whether family ownership 

positively influence company performance, whether segment transfer positively influence 

company performance, and whether segment subsidy positively influence company 

performance. This research also aims to contribute on the matter of how family ownership 

and internal capital market practices and it’s uses to boost company performance. 

THEORETICAL FRAMEWORK AND HYPOTHESIS FORMULATION 

According to the agency theory and the corporate governance theory, it is the duty of 

a corporate executive to increase the value of the interests of the company's shareholders. 

This responsibility falls under the purview of the corporate executive. Based on the theory, 

one can make the assumption that a larger family ownership would imply that the 

corporation in question would have a higher level of control in the company from the 

perspective of management. This is an assumption that may be made after the theory has 

been established. 

Studies from (Pacheco, 2019; Shyu. 2011; Enache et.al, 2017; Bauren, 2016; Wan 

et.al, 2012; Andres, 2008) shows that Family Ownership plays a crucial role on how good 

said companies performs. Then, it can be concluded into a hypothesis: 

H1 : Family Ownership positively influenced Company Performance 

If the parent company sector is declining and the subsidiaries corporation sector is 

growing, segment subsidy could be beneficial for the corporation. This is supported by the 

transaction costs of internal capital and external funds hypothesis and the corporate 

refocusing theory. 

Studies from (Ratna, 2018; Retno, 2014; Teresa, 2019) shows that an efficient 

internal market practice by efficient segment transfer proved to have a positive effect on 

firm performance measured by Excess Value. Thus, it can be concluded that: 

H2 : Segment Transfer positively influenced Company Performance 

If the parent company sector is declining and the subsidiaries corporation sector is 

growing, segment subsidy could be beneficial for the corporation. This is supported by the 

transaction costs of internal capital and external funds hypothesis and the corporate 

refocusing theory. 

Studies from (Ratna, 2018; Retno, 2014; Teresa, 2019) shows that an efficient internal 

market practice by efficient segment subsidy proved to have a positive effect on firm 

performance measured by Excess Value. Thus, it can be concluded that: 

H3 : Segment Subsidy positively influenced Company Performance 

 

 

RESEARCH FRAMEWORK 
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RESEARCH METHOD 

In this research, the researcher uses dummy variable for the family ownership. If a 

family controls the corporation (more than 5%) it is counted as a family ownership. For the 

internal capital market, the researcher use two components namely Transfer segment and 

Subsidy Segment. How the researcher calculate for each components will be explained 

below: 

Transfer, if OCF ≥ CAPEX 

Subsidy, if OCF ≤ CAPEX 

To calculate the value of OCF and CAPEX will be explained below: 

OCF  = EBIT + Depriciation 

CAPEX = Fixed Assets – Fixed Assets from the year prior 

EBIT  = Segment’s Profit Before tax 

Depriciation = Segment’s depreciation expenditure 

Population and Sample 

 Population that is used for this research are corporations that are a part of some sort 

of conglomeration that are listed in Indonesian Stock Exchange (IDX) and Philippines 

Stock Exchange (PSE). The choosing of the sample in this research determined with 

purposive sampling method. 

 The criteria of corporations that is used as a sample in this research are:  

a) corporations must have full annual report for the timeframe in this research 

b) corporations subsidiaries must be listen in their respective countries stock exchange. 

 This research analysis was done with regression and data panel, in accordance with 

the best model selection it can be concluded that this research is best suited using Random 

Effect Model. Attached below is the equation for this research using Random Effect 

Model: 

Y=α+β1X1+ β2X2+ β3X3+β4Z1+ β5Z2+β6Z3 

Explanation:  

Y= Tobin’s Q 

Α= Constant 

X1= Family Ownership 

X2= Segment Transfer 

X3= Segment Subsidy 

Z1= Firm’s Age 

Z2= Firm’s Size 

Z3= Firm’s Leverage 

 

RESEARCH RESULTS AND DISCUSSION 

 Corporations that fit the criteria consists of 77 from both Indonesia and Philippines. 

Considering this research is using data from 2018 – 2023, there are 462 observations done 

in this research.  

 First step of determining the appropriate method of regression is to conduct three 

test namely, Chow Test, Lagrange Multiplier Test, and Hausman Test. Based on the result 

of the test it can be concluded that this research is best with Random Effect Model than 

Fixed Effect Model and Common Effect Model. 
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Based on the calculation above, the researcher will attach the equation below: 

Y=α+β1X1+ β2X2+ β3X3+β4Z1+ β5Z2+β6Z3 

Y=α+0.341X1+ -0.001X2+ -0.009X3+-0.001Z1+ -0.078Z2+0.004Z3 

 

The coefficient of determination value shows the percentage of the dependent 

variable that can be explained by the independent variables. This research gets value 

adjusted R^2 obtained is 0.056 which means that 5.6% of the company’s performance can 

be explained by family ownership, segment transfer and segment subsidy. 

The test results regarding the effect of family ownership on company performance 

shows that it has a t value of 2.95 with a significance of 0.003 (p < 0.05) this means that 

family ownership has a positive effect on company performance. Thus Hypothesis 1 is 

Accepted 

The test results regarding the effect of segment transfer on company performance 

shows that it has a t value of 0.41 with a significance of 0.6 (p>0.05) this means that 

segment transfer does not affect on company performance. Thus hypothesis 2 is rejected 

The test results regarding the effect of segment subsidy on company performance 

shows that it has a t value of -1.78 with a significance of 0.075 (p>0.05) this means that 

segment subsidies do not effect on company performance. Thus hypothesis 3 is rejected 

CONCLUSION  

The sample in this research are corporations that are listed in IDX and PSE with 

complete annual report and have a subsidiary or is a subsidiary from 2018 – 2023. There 

are 77 companies that fit the criteria to be used for the sample in this research. After doing 

steps such as data collecting, data processing, data analysing, and data interpretation on the 

variables, the researcher obtained various conclusions: 
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1. The research found that Family ownership has a positive impact on Tobin’s Q with 

a significance of 0.003 (p< 0.05) thus, hypothesis 1 one of this research is accepted. 

The results are consistent with the findings of earlier study. The researchers 

determine that increased family ownership leads to greater profitability as family 

members generally share aligned objectives for the company's future. 

2. The research found that Segment Transfer has no impact on Tobin’s Q with a 

significance of 0.6 (p>0.05) thus hypothesis two of this research is rejected. The 

results are not aligned with previous studies. This could be because the researcher 

in this paper is using transfer and subsidy value instead of the efficiency and the 

inefficiency of both transfer and subsidy from the previous research. 

3. The research found that Segment Subsidy has no impact on Tobin’s Q with a 

significance of 0.075 (p>0.05) thus hypothesis three of this research is rejected. The 

results are not aligned with previous studies. This could be because the researcher 

in this paper is using transfer and subsidy value instead of the efficiency and the 

inefficiency of both transfer and subsidy from the previous research. 

Limitation 

The study has the following limitations: 

1. This research focuses solely on firms that are publicly traded in Indonesia and 

Philippines which has a complete annual report from 2015 – 2023. Thus, this 

finding cannot be generalized to other countries 

2. Previous research regarding segment transfer and segment subsidies are rather 

limited since previous researches usually used Efficiency of transfer, Efficiency of 

subsidy, Inefficiency of transfer and Inefficiency of subsidy. There are a lot of 

work that could be done in order to improve this particular study. 

3. This study only looked at 77 companies listed on Indonesian stock exchange and 

Philippines stock exchange, as a result the data may not be accurate to asses 

conditions throughout ASEAN. 

 

Suggestion 

1. Subsequent research endeavours may investigate the determinants of corporate 

performance by scrutinizing the indirect correlation and mutual reliance of 

variables pertaining to firm performance.  

2. Future research endeavours could employ larger and more diverse samples, as well 

as extend the observation duration, in order to collect a wider range of data. The 

influence of the independent variable on the dependent variable is observable over 

an extended period of time. 

 

 

REFERENCES 

Agus, T. N. (2019). Internal Capital Market Efficiency and Its Influences on Diversified 

Firm ’ S Performance in Indonesia Faculty of Economics and Business. 

Anderson, R. C., & Reeb, D. M. (n.d.). Founding-Family Ownership and Firm 

Performance: Evidence from the S&P 500. 



DIPONEGORO JOURNAL OF MANAGEMENT  Volume 13,  Nomor 3, Tahun 2024,   Halaman 6 

6 

 

Bambang, M., & Hermawan, M. S. (2012). Founding Family Ownership and Firm 

Performance: Empirical Evidence From Consumer Goods Industry in Indonesia. 

Journal of Applied Finance & Accounting, 4(2), 112–131. 

https://doi.org/10.21512/jafa.v4i2.284 

Burkart, M., Panunzi, F., & Shleifer, A. (2003). Family Firms. Journal of Finance, 58(5), 

2167–2202. https://doi.org/10.1111/1540-6261.00601 

Chakravarthy, B. S. (1986). Thorelli, 1977), and organizational effectiveness (Cameron 

and Whetten. In Strategic Management Journal (Vol. 7). Steers. 

Chu, W. (2011). Family ownership and firm performance: Influence of family 

management, family control, and firm size. Asia Pacific Journal of Management, 

28(4), 833–851. https://doi.org/10.1007/s10490-009-9180-1 

Davis, J. H., Schoorman, F. D., & Donaldson, L. (2018). Toward a stewardship theory of 

management. Business Ethics and Strategy, Volumes I and II, 22(1), 473–500. 

https://doi.org/10.4324/9781315261102-29 

Demsetz, H., & Lehn, K. (2009). The structure of corporate ownership: Causes and 

consequences. Readings in Applied Microeconomics: The Power of the Market, 93(6), 

383–401. https://doi.org/10.4324/9780203878460 

Dieleman, M., Shim, J., & Ibrahim, M. (2013). Asian Family Firms A Study of SGX-listed 

Family Firms. DBS Bank Ltd & Centre for Governance, Institutions and 

Organisations (CGIO). 

https://bschool.nus.edu.sg/Portals/0/images/CGIO/Report/Asian Family Business 

Report.pdf 

Erdorf, S., Hartmann-Wendels, T., Heinrichs, N., & Matz, M. (2013). Corporate 

diversification and firm value: A survey of recent literature. Financial Markets and 

Portfolio Management, 27(2), 187–215. https://doi.org/10.1007/s11408-013-0209-6 

Gilson, S. C., Healy, P. M., Noe, C. F., & Palepu, K. G. (2001). Analyst specialization and 

conglomerate stock breakups. Journal of Accounting Research, 39(3), 565–582. 

https://doi.org/10.1111/1475-679X.00028 

Hannu Littunen, & Hyrsky, K. (2000). The Early Entrepreneurial Stage in Finnish Family 

and Nonfamily Firms. Family Business Review, XIII. 

Hitt, M. A., Ireland, R. D., & Hoskisson, R. E. (2011). Strategic Management and Strategic 

Competitiveness - Competitiveness & Globalization. In South-Western Cengage 

Learning. www.cengage.com%0APurchase 

Jordan, B. D. (2016). Corporate Finance. McGraw Hill. 

Krishnaswami, S., & Subramaniam, V. (1999). Information asymmetry, valuation, and the 

corporate spin-off decision. Journal of Financial Economics, 53(1), 73–112. 

https://doi.org/10.1016/S0304-405X(99)00017-3 



DIPONEGORO JOURNAL OF MANAGEMENT  Volume 13,  Nomor 3, Tahun 2024,   Halaman 7 

7 

 

Lefort, F. (2005). Ownership structure and market valuation of family firms in Chile. In 

Corporate Ownership & Control (Vol. 3, Issue 2). 

Lukviarman, N. (2004). Ownership Structure and Firm Performance: The case of 

Indonesia. 

Mandl, I. (2008). Overview of Family Business Relevant Issues Contract No . 30-CE-

0164021 / 00-51 Final Report. 30, 1–175. 

https://ec.europa.eu/docsroom/documents/10389/attachments/1/translations/en/renditi

ons/native 

Matsusaka, J. G., & Nanda, V. (2002). Internal capital markets and corporate refocusing. 

Journal of Financial Intermediation, 11(2), 176–211. 

https://doi.org/10.1006/jfin.2001.0333 

Pounder, P. (2015). Family business insights: an overview of the literature. In Journal of 

Family Business Management (Vol. 5, Issue 1, pp. 116–127). Emerald Group 

Publishing Ltd. https://doi.org/10.1108/JFBM-10-2014-0023 

Quarterly, T. (2012). Internal Versus External Capital Markets Author ( s ): Robert H . 

Gertner , David S . Scharfstein and Jeremy C . Stein Reviewed work ( s ): Source : 

The Quarterly Journal of Economics , Vol . 109 , No . 4 ( Nov ., 1994 ), pp . 1211-

1230 Published by : Oxf. 109(4), 1211–1230. 

Ratna. (2018). Diversification, Family Control and Internal Capital Market as 

Determinants of Family Business ( Study on Family Businesses Listed in IDX 2007 – 

2016 ) Faculty of Economics and Business. 

Retno Hardini Wahyundari. (2014). Analisis Praktek Internal Capital Market Dalam 

Perusahaan Konglomerasi Dan Pengaruhnya Terhadap Kinerja Perusahaan. 

3(2005), 1–10. 

Schlingemann, F. P., Stulz, R. M., & Walkling, R. A. (2002). Divestitures and the liquidity 

of the market for corporate assets. Journal of Financial Economics, 64(1), 117–144. 

https://doi.org/10.1016/S0304-405X(02)00073-9 

Shanker, M., & Astrachan, J. (1996). Myths and realities: {Family} busnesses’ 

contribution to the {U}.{S}. economy. Family Business Review, 9(2), 107–123. 

Shyu, J. (2011). Family ownership and firm performance: evidence from Taiwanese firms. 

International Journal of Managerial Finance, 397–411. 

doi:10.1108/17439131111166393 

Stein, J. C. (1997). Internal Capital Markets and the Competition for Corporate Resources. 

The Journal of Finance, 52(1), 111. https://doi.org/10.2307/2329558 

Suehiro, A., & Wailerdsak, N. (2004). Family Business in Thailand: Its Management, 

Governance, and Future Challenges. Asean Economic Bulletin, 21(1), 81–93. 

https://doi.org/10.1355/ae21-1e 



DIPONEGORO JOURNAL OF MANAGEMENT  Volume 13,  Nomor 3, Tahun 2024,   Halaman 8 

8 

 

Turnbull, S. (1997). Corporate Governance: Its scope, concerns and theories. Corporate 

Governance: An International Review, 5(4), 180–205. https://doi.org/10.1111/1467-

8683.00061 

Vernimmen, P., Quiry, P., Dallocchio, M., Fur, Y. le, & Salvi, A. (2018). Corporate 

Finance : Theory and Practice: 

http://web.b.ebscohost.com/ehost/detail/detail?vid=2&sid=c828c10b-90ef-4987-bdfa-

df983e6c5025%40pdc-v-

sessmgr03&bdata=JnNpdGU9ZWhvc3QtbGl2ZQ%3D%3D#AN=278173&db=e000x

ww 

 


