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Objectives: The theme of this paper directs towards entrepreneurial risk taking. The objectives of the paper are twofold: a) to proffer insights into personal and familial correlates of risk taking propensity in family firms; b) to explore the impacts of risk taking on business performance.     

Prior Work: The concepts of risk and risk taking in family firms recently attract increasing attention (Zahra, 2005; Naldi et al., 2007). Aldrich and Cliff (2003) and Rogoff and Heck (2003) argue that family businesses can create an environment, conducive to entrepreneurial risk taking. In fact, the idiosyncratic ownership structure of these firms encourages patient investment in new businesses, products and technologies development (Zahra, 2005). Paradoxically, other researchers argue that family businesses are often characterised as conservative (Aronoff and Ward, 1997) and resistant to change (Hall et al., 2001; Naldi et al., 2007). They are interested in generational sustainability and long-term prosperity (Sirmon and Hitt, 2003). Their managers may perceive risk taking as resource consuming and are concerned about its negative impact on the firm. Given that entrepreneurial risk taking is a complex concept and different perspectives have been expressed in the literature, there exists a requirement to further explore this issue.  
Approach: A quantitative survey was executed. The sampling frame was outlined based on the FAME database. 236 companies participated in this survey. In the paper, a review of theoretical perspectives on correlates of risk taking propensity is initially conducted. Statistical analyses are then undertaken in two phases. Multinomial logistic regression analysis was first executed to explore risk-taking propensity against a series of individual and familial variables, such as owner-manager’s personal features and the nature of families. This was followed by an investigation of the impact of risk taking on business performance. 
Results:  The results suggest that individual and familial variables will determine the risk-taking propensity, specifically entrepreneur’s industrial tenure, age and the controlling generation in family businesses. The extent of business’s risk taking is further identified to correlate with performance. 
Implications: This paper surfaces the issue of risk taking. The recognition of the correlates of business venturing and the impact of risk taking on business healthy survival will add to the entrepreneurship and family business administration literature.
Value:  Recent recognition of the intertwinement of family and business in family firms has led to the assumption that risk taking propensity in family firms is influenced by family ownership and family associated concerns. Nonetheless, rarely has the influence of family on risk taking propensity and the ensuing performance been addressed in the literature, which forms the focal points of the current study.
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Introduction

Family businesses have a long history but they have only in the last two decades come to prominence as a focus for research (Poutziouris et al., 2006). While the sector is seen as idiosyncratic, entrepreneurial family businesses (most of them are small and medium sized) have been recognised as an engine of the post-industrial growth process, a seedbed of innovative venturing, and a driving force for national and regional employment and wealth generation (Astrachan et al., 2003; Berryman, 1983). Due to the aligned family and business interests, family businesses may have an environment conducive to entrepreneurial venturing (Aldrich and Cliff, 2003; Rogoff and Heck, 2003; Zahra, 2005). They may promote entrepreneurial venturing by funding new business establishments or new technologies, launching new products, and opening new markets. In fact, stable and patient capital available in the family business proffers slack and flexibility for the firm to adopt creative and innovative strategies (Sirmon and Hitt, 2003; Teece, 1982). 

The theme of this paper directs towards entrepreneurial risk taking. The paper commences with a brief review of the literature, focusing on correlates of risk taking in family businesses and the relationship between risk taking propensity and business performance. By building upon earlier literature of risk taking, agency, and altruism, hypotheses about correlates of risk taking are proposed. Multinomial logistic regression analysis is employed to evaluate and confirm the correlates of risk taking. Through comparing and contrasting business performance among risk-seekers, average risk-takers and risk-avoiders using one-way ANOVA test, this explorative paper further reveals the benefits that family business can achieve through entrepreneurial venturing. Implications base on the research findings are elaborated and future direction of research are highlighted. 

Theoretical Background 

Notwithstanding the concepts of risk and risk taking in organisations recently having attracted increasing attention (Simon et al., 2003; Sitkin and Pablo, 1992), the investigation of risk taking in the family business context has rarely been executed. The results arising have been inclusive and sometimes even mutually contradicting. Researchers holding the positive view on the family business’s entrepreneurial venturing argue that ‘family firm managers understand entrepreneurship is essential for creating new business, renewing its operations, and building organisational capabilities that improve the company’s responsiveness to the market’ (Zahra, 2005, p.25). The founders are often good at recognising and exploiting opportunities in the market and are able to organise or reconfigure resources available in their hands to achieve competitive advantages. Family firms can further sustain their entrepreneurial capacity through nurturing young generations and continuously engaging in entrepreneurial ventures (Aldrich and Cliff, 2003; Zahra et al., 2004). On the other hand, family firms are conventionally characterised as inward looking, conservative (Aronoff and Ward, 1997; Sharma, et al., 1997), and resistance to change (Hall et al., 2001). According to Sharma et al. (1997) and Naldi et al. (2007), the excessive concern over the business long-term survival under the family’s umbrella may inhibit the family firm’s entrepreneurial venturing, because risky endeavour may cause family wealth loss and shake the firm’s foundation. The concern of ownership control may further hold back the firm from recruiting external specialists and professionals on board, keeping the firm further distant from innovation. Hitherto, different perspectives have been debated in the literature. The reasons underpinning these diverging viewpoints are multidimensional, but the fundamental one is that the current literature has not paid sufficient attention to risk taking in the family firm context. Specifically, the theoretical framework underpinning entrepreneurial venturing deserves careful construction, whilst the individual and familial contexts wherein the venturing occurs should be cautiously investigated. 

In recent years agency theory, a dominant theoretical paradigm deciphering the relationship between owners (i.e. principals) and managers (i.e. agents) and business performance, has been increasingly adopted to shed light on managerial scenarios in family businesses (Sharma, 2004). The central tenet of agency theory is that the separation of ownership and management in firms will lead to ‘agency costs’, a phrase coined by Jensen and Meckling (1976) to represent the expenses of operational activities and the expenditures in establishing administrative systems to align interests of agents with those of principals (Chua et al., 2003). Agency theorists argue that in family businesses, agency costs are not likely to occur significantly (Fama and Jensen, 1983; Jensen, 1998), and sometimes even equal to zero (Ang et al., 2000) due to the amalgamation of ownership and management. 

Entrepreneurial risk taking is influenced by a diversity of factors (Covin and Slevin, 1991). Entrepreneurial endeavour is sometimes associated with entrepreneurs, because of the unique features of these individuals (Zahra, 2005; Busenitz and Barney, 1997). For example a business owner, because of his/her industrial experiences and less concern over the agency costs, is willing to invest in an unfamiliar foreign market by setting up a subsidiary branch and administrate the branch through appointed family agents. Some venturing activities are family associated, due to the aligned interests between the family and the business. For instance, the owner family, for the purpose of nurturing the young generation, may encourage the potential successors to launch and run a new business. Reviewing the literature, especially those risk taking, agency, and altruism related studies, leads to the recognition of a number of variables that may have impacts on entrepreneurial risk taking. These variables include entrepreneur-related parameters, such as owner-manager’s educational background, industrial tenure, and age, and family related factors, like family ownership stakes and controlling generation in the family. Their relationships with risk taking are discussed as the following. 
Risk taking and entrepreneurs 
Family firms are often featured by a single dominant owner-manager with centralised authority (Schein, 1983; Poza et al., 1997; Sharma, 2004). Independent in their thinking and dedicated to the survival and prosperity of the firm, owner-managers may govern the firm without inputs from others (Zahra, 2005), although this may be ameliorated across generations (Bass, 1990; Sorenson, 2000). Challenges to this authority are virtually unheard of, thus the owner-manager’s influence upon business strategies and development process is often stable and long-lasting. The literature acknowledges the influential position of owner-managers (Anderson and Reeb, 2003; Sharma, 2004) on business culture, organisational value and beliefs (Schein, 1983; Collins and Porras, 1994). 

Owner-managers are often entrepreneurs possessing special technical and managerial skills that facilitate them in setting up or developing businesses. Because of their authoritative leading position, they may orchestrate resources and initiatives in an entrepreneurial way to capture and secure competitive advantage. Grable and Lytton (1998) claim that the educational level of entrepreneurs is the most significant variable in differentiating risk-taking intensity in businesses. Entrepreneurs who have received better education are apt to have stronger knowledge acquisition, assimilation and transformation capability, which facilitates the creation of entrepreneurial initiatives and comprehensive understanding of the business strategic development and operations. Entrepreneurs with better education background are also inclined to construct formalised procedures to manoeuvre business operations. This will minimise the loss that may occur in the venturing process. Businesses grounded in this infrastructure are therefore easier to embark onto the entrepreneurial venturing platform and are able to move along further. 

Zahra (2005) claims that the entrepreneur’s industrial tenure is also associated with business’s risk taking. A long industrial tenure may allow entrepreneurs to recognise the value of entrepreneurial venturing to the overall improvement of the business’s competitive position, hence drives them to be more actively involved in entrepreneurial venturing. A long industrial tenure will also render opportunities to entrepreneurs to extend and reinforce existing industrial networks. In family firms, organisational networks are often identical to owner-manager’s personal networks. This is particularly accurate at the start-up stage. Nooteboom (1993) observes that ‘entrepreneurs often employ a personal network of long standing relations with trusted family, colleagues, accountants, customers, local politicians, suppliers or the bank’ (p.289). Via network interaction, businesses are able to gather privileged information (Pollak, 1985), crucial to the success of business venturing, and share scarce resources with other firms within the system. Uzzi (1996) confirms that well-networked firms have more opportunities of survival, in contrast to those poor-networked. Furthermore, a long industrial tenure will enable entrepreneurs to accumulate industrial experiences and expertises in venturing. Before taking venturing actions, experienced entrepreneurs tend to execute detailed market research, evaluate the pros and cons associated, justify the rationale and finally outline comprehensive plans. The risks taken will then be more calculated and moderate and the loss, if unfortunately occurring, will be less substantial.  

Entrepreneur’s age is recognised in the literature as an antecedent of business entrepreneurial venturing (Xiao et al., 2001; Jianakoplos and Bernasek, 1998), though the correlation between age and risk taking propensity tends to be negative. Overall, young entrepreneurs have intentions to realise themselves and make accomplishments through entrepreneurial venturing, such as investing in new markets, launching new products, and developing new material for production/services. Any success in venturing will further provoke young managers’ confidence and passion and enable them to consolidate the status and reputation within the business and beyond. Mature entrepreneurs, on the other hand, are apt to be more cautious because of experiences and lessons informed by their managerial practices. They may still be interested in taking risks. Nevertheless, the frequency and level of risk taking are lower than those of venturing taken by young managers. 

On the basis of the discussion regarding entrepreneur’s educational background, industrial tenure and age, one principal hypothesis H1 and three sub-hypotheses H1a-H1c are postulated, although different viewpoints, sometimes contrary to the ones abovementioned, are occasionally expressed in the literature. For example, a contradictory perspective upon the relationship between entrepreneur’s education and risk taking argues that entrepreneurs’ higher education level may facilitate them to operate the business in a more formalised manner and the business behaviour will be increasingly monitored externally. This formalisation and monitoring may stifle entrepreneurial activities (Naldi et al., 2007). In respect to the entrepreneur’s industrial tenure, Finkelstein and Hambrick (1996) indicate that as the entrepreneur’s tenure advances, the sources of information may become ‘increasingly narrow and restricted, and the information is more finely filtered and distilled’ (p.82). The emaciated information channel may eventually put off the business from entrepreneurial venturing. Notwithstanding these contradicting debates, the current paper holds that the perspectives presented earlier about education, tenure and age represent the mainstream viewpoints over these entrepreneur-related variables. Hence the hypotheses are postulated as the following:   

H1: family business risk taking is associated with entrepreneurs’ personal features.

H1a: family business risk taking is positively associated with entrepreneurs’ educational level.

H1b: family business risk taking is positively associated with entrepreneurs’ industrial tenure.

H1c: family business risk taking is negatively associated with entrepreneurs’ age.

Risk taking and families 

Agency theorists claim that a firm’s risk taking propensity is influenced by its ownership structure (Fama, 1980; Jensen and Meckling, 1976). According to Fama and Jensen’s (1983) view, those families closely tied to the firm are inclined to bear fewer risks and choose lower levels of investments. Naldi et al. (2007) further proffer twofold reasons to back up this view: a) the owner family is apt to invest a high proportion of its wealth in the firm. By doing so, the family faces the risk to bear substantial financial burden if the investment fails. The loss caused by risk taking activities is often not easy to endure and the ensuing damage can shake the business’s financial foundation (Gedajlovic et al., 2004); b) when high level risks are undertaken, more in the firm will be at stake than the current family’s wealth. Risk-taking practices may leave the family wealth at stake and jeopardise the financial and social well being of future generations (Schulze et al., 2002). 

Because of the pre-mature nature of the risk taking research in family firms, contradicting debates on the relationship between family ownership and risk taking exist. For example, agency theorists indicate that when ownership increases, a greater alignment between the owner and the management will occur (Fama and Jensen, 1983; Jensen and Meckling, 1976; Zahra, 2005).  Zahra (2005) further argues that with the high family ownership, members of the owner family will be more incentivised to engage in entrepreneurial venturing, capture opportunities to create competitive advantages and protect the family firm from aggressive industry rivals. The success via venturing will offer more wealth and benefits to the family and as a consequence further drive the family to commit itself to venturing. Taking these paradoxical debates into account, we believe that the traditional perspective that firms with high family ownership are conservative, strategic myopia, and risk averse represents the mainstream viewpoints, while the positive influence of the family ownership upon entrepreneurial venturing seems to be trivial or at least not strongly evidenced. 

A family firm’s risk taking propensity may also be associated with its controlling generation (Zahra, 2005). According to McConaughy and Phillips (1999), founders of family businesses are inclined to possess special technical and managerial skills, which facilitate them in setting up and developing businesses. Firms controlled by founders can create greater added value and grow rapidly. In a short term, the profitability of the firm can be detracted due to high expenditures for capital assets and R&D, but an appropriate investment will enable the business to construct a promising base for the next generation to exploit (Wang et al., 2007). Furthermore, the overlapping interests between the family and the business can steer the founder more into mentoring and coaching future successors. Under the founder’s supervision and guidance, the descendants are more likely to be professional. On the other hand, the main responsibilities of descendants are to shield the business against competition, consolidate and enhance the assets that have been passed to them, instead of creating new businesses from scratch (Wang et al., 2007). Their operation process is likely to be formalised and business functions more comprehensive. With better-established infrastructures, family firms in hands of descendants, in contrast to those start-ups, are legitimate to take higher level of risks and the frequency of risk taking may augment parallel to the evolution of the family business.   

Notwithstanding the value of the abovementioned staged perspective in enlightening risk taking, this viewpoint has received broad critiques in the literature (Deakins and Freel, 2003). For instance, businesses may not intensify risk taking activities in a linear approach, parallel to their business evolution pace. Some may even reduce the intensity, given an unfriendly and hostile environment. In the current article, we acknowledge the weakness of the perspective in deciphering risk taking and other business development scenarios. More importantly, we appreciate its value and power in depicting overall characteristics of the business. In light of the above discussion upon entrepreneurial risk taking and families, one principal hypothesis and two sub-hypotheses are proposed as the following:

H2: family business risk taking is associated with the owner family’s demographic features.

H2a: family business risk taking is negatively associated with the owner family’s degree of ownership.

H2b: family business risk taking is positively associated with the owner family’s controlling generation demography. 

Risk taking and performance 

Researchers claim that firms engage in risk taking in the hope and under the assumption that venturing will enable the firm to achieve competitive advantages against their rivals in relentless competition (Cornwell and Pelman, 1990; Covin and Slevin, 1991). In family firms, because of the alignment of management and ownership, the altruistic behaviour is frequently observed. Altruism can be defined as ‘a moral value that motivates individuals to undertake actions that benefit others without any expectation of external reward’ (Schulze et al. 2002, p.252). In fact, the unique altruistic atmosphere pervasive in family firms may benefit the firm during the venturing process. For example, family firms often have unsound financial records, asset security and equity base, making them difficult in obtaining external finance and almost impossible to embark onto a venturing platform. Yet, the altruistic belief governing family members may enable the firm to bring in personal equity (Peterson and Shulman, 1987) or family loan to engage in entrepreneurial activities and release it from financial anaemia (Berger and Udell, 1998; Romano et al., 2000). Moreover, if the firm is under shortage of human resources in the venturing, those family members who are not formally engaged in the firm may work for the business without claiming any financial compensation, therefore mitigating the business from the resource shortage pressure and salary payment burden. In summary, risk-taking activities undertaken in an altruistic environment will have more opportunities to succeed.

On the other hand, researchers argue that family firms are less apt to have formalised procedures and systematic monitoring schemes because shares in family businesses are normally held by ‘…agents whose special relations with other decision agents allow agency problems to be controlled…’ (Fama and Jensen, 1983, p.306). In fact, the alignment of management and ownership alleviates the demand for monitoring schemes and formalised procedures (Daily and Dollinger, 1992; Naldi et al., 2007). Yet, firms without a formalised procedure and monitoring scheme may encounter operational obstacles in venturing. They are not fully aware of the market situation, strengths and weaknesses of their industrial rivals, and rigour and frailty of themselves, etc. Risk taking under this strategic unawareness may only puzzle the business and destruct rather than construct performance. This may be evidenced by Ward (1987), which reveals that in 1984, 80% of two hundred successful family owned manufacturing firms originally set up in 1924 no longer existed and only 13% were still owned by the same family as in 1924. The reasons for the demise of these family businesses are many; however, Ward (1987) indicates that inability to plan strategically is a major failure factor.

Hitherto in the literature, little empirical evidence supports a robust relationship between risk taking and business performance and research results are often inconsistent. Zahra (1986), one of the few exploratory studies in this field, identifies a significant positive relationship (p < .01) between corporate entrepreneurship and the net income-to-sales ratio. Opposite to this finding, Naldi et al. (2007) observe a negative relationship between risk taking and perceived business performance, which is measured by a comparison between the performance of a surveyed firm and the performance exhibited by its two main competitors in terms of profit, sales growth, cash flow, and growth of net worth (Beta value = -.193, p < .01). Covin and Slevin (1991) indicate that firm performance is a function of organisational as well as individual level behaviour. They further argue that the relationship between business’s entrepreneurial posture and firm performance will be influenced by a number of internal, external, and strategic variables. On the ground of the above contradicting debates and findings, it seems that risk taking may influence upon business performance both positively and negatively. However, in light of altruism and the traditional positive view of risk taking, it is expected that the positive influence will exceed the negative impact. Hence the following hypothesis is proposed: 

 H3: family business risk taking is positively associated with business performance.   












Figure 1 The Risk Taking Propensity Model in Family Businesses

Research Methodology

Sample and data

This research project was funded by SandAire Private Equity Ltd. Targeted firms were sourced from the FAME database and the following selection criteria were utilised: a) privately held independent organisations, free from external control; b) incorporated companies in excess of £1M sales turnover (this was to ensure that the sample comprised a range of businesses in which stable and successful trading had been established). With the random sampling, 4, 000 private independent limited companies were selected. In the initial postal survey, a questionnaire with a cover letter was posted to the executives of these companies. A second wave involving a fax-back one page simplified questionnaire then followed. In fact, the second phase enabled a non-respondent analysis to be executed. Statistical analysis confirms that there are no statistically significant variations between early and late-respondents on demographic variables, such as business size, business age and business sector. This suggests that results from the respondents could be broadly generalisable to those in FAME. 324 useful responses were received, leading to a response rate of 8.1%. Out of these 324 firms, 236 were recognised as family businesses (in the questionnaire, respondents were invited to clarify whether they are family firms or not). The response rate is relatively low. Although the rationale underpinning the comparatively low response rate is not particularly clear, one of the fundamental reasons reckoned is that the investigated family business sector is insular and secretive, not particularly willing to disclose business information to the public. Referring to the literature, Zahra (2005) reports a response rate of 10.5% (209/2000) when a similar entrepreneurial risk taking research project was executed with family businesses. 

Dependent and independent variables 

The dependent variable of the multinomial logistic regression model utilised in this study has a categorical nature, categorising risk taking propensity into five types: very conservative, risk-averse, average, risk-taking, and very risk-seeking (due to very few respondents in the survey claiming their risk taking propensity as ‘very conservative’ and ‘very risk-seeking’, in the final analysis the categories ‘very conservative’ and ‘very risk-seeking’ were merged with ‘risk averse’ and ‘risk-seeking’ respectively). The independent variables selected for the multinomial logistic regression model were encapsulated into two clusters:  the nature of owner-managers and the nature of the owner family. In particular, the nature of owner-managers is reflected by the owner-manager’s educational background, industrial tenure and age. The nature of the owner family is mirrored by the degree of family ownership and the family generation in control. Most of these variables have been included in previous research on risk taking, such as Zahra (2005), Zahra (2003), and Naldi et al. (2007). 

In the examination of the relationship between risk taking propensity and performance, business performance was indexed by sales revenue and employment growth over the past threes years before the survey (ex-ante) and in the future three years after the survey (ex-post). The business economic and performance management literature suggests that business performance can be evaluated through an objective financial approach (Venkatraman and Ramanujam, 1987; Brush and Van der Werf, 1992; Murphy et al., 1996). Murphy et al. (1996) and Covin and Slevin (1991) indicate that growth is the most commonly employed performance dimension in entrepreneurship studies. In the current paper, sales growth was employed because the macro level contribution of small ventures has often been indexed in this manner. Furthermore, the increase in sales performance can effectively reflect the business capability in coping with marketplace. The incorporation of employment growth as a performance indicator is because in the private sector, the employment growth is often an effective indicator (Smallbone et al., 1995; Storey, 2005), whereas the classic profit growth ratio needs to be treated with caution. 

Control variables 

The analyses of the study controlled the variables that could influence the association between entrepreneurial risk taking and independent variables abovementioned. These control variables include business size, age, and sector.  For example, larger sized companies are often reluctant to make radical changes (Sathe, 2003; Zahra, 2005), given their more mature socio-economic capital. Significant changes may lead to damages to the existing resources in control and relinquishment of previous investments. Larger firms may also have more bureaucratic administrative systems, which stifle entrepreneurial venturing by asking for detailed market research, sound supportive resources, in conjunction with well thought-over plans. Unlike larger sized counterparts, small or micro sized firms usually are more flexible. They could make use of venturing to create opportunities for the business development. In this paper, for the operation purpose, firm size is measured in total number of full-time employees. 

Older firms are less likely to venture or make significant changes, in contrast to younger businesses (Sathe, 20003; Zahra, 2005). Apart from the reasons pertinent to the socio-economic capital and bureaucracy, older firms are more cautious compared with younger businesses in risk taking because of their accumulated industrial and practical experiences.  Business sector may be associated with risk taking activities as well. It is visible that firms in the technology intensive industries such as the manufacturing sector are more likely to battle at the technological frontline because of their industrial obligation. Those in the low technology sectors, such as retailing, wholesaling and agriculture, however, are not overly interested in the new technology. In the current study, business sector is coded by a categorical variable, representing construction/mining, manufacturing, transport/distribution, wholesale/retail, and services sectors respectively.

Analyses and Results 

Table 1: Profile of Sampled Companies (N=236)

	Demographic Variables
	Percent

	Industrial Tenure of Owner-managers
	

	     <10 
	11.9

	     10-19
	35.1

	     20-29
	31.4

	     30+ years
	21.6

	 Sectoral Distribution
	

	     Construction/Mining 


	21.1

	     Manufacturing  




	29.4

	     Transport/Distribution
	7.8

	     Retail and Wholesale
	19.4

	     Services
	22.2

	Business Age
	

	     <10
	17.3

	     10-19
	22.2

	     20-29
	24.7

	     30+ years
	35.8

	Size Distribution 
	

	     <10
	9.6

	     10-49
	43.3

	     50-99 
	25.9

	     100+ employees
	22.1


Table 1 presents the profile of the sample companies, whose main characteristics are summarised as follows:  

· Owner-manager’s industrial tenure: Only 11.9% entrepreneurs have a relatively short industrial service history. Majority of the owner-managers has a reasonable protracted industrial tenure (31.4% between 20 and 29 years, 21.6% more than 30 years). This aligns with the conventional viewpoint that owner-managers of family businesses are often industrial experienced experts; 

· Sectoral distribution: The sampled companies are more prolific in traditional manufacturing sector, and less prolific in services, construction/mining, retailing/wholesaling, and transport/distribution domains; 

· Business maturity: Majority of the sampled businesses is relatively young and does not have a long history (17.3% less than 10-year old, 22.2% between 10 and 19 years, and 24.7% between 20 and 29 years). This aligns with the conventional viewpoint that family businesses are often constrained by resources and challenged by intense market competition, which makes the firms’ long-term survival in jeopardy; 

· Size of business: Evidence from the respondents suggests that most businesses in the sample are small sized (9.6% less than 10 employees and 43.3% between 10 and 49 employees). 25.9% firms have employees varying between 50 and 99 and another 22.1% businesses employ more than 100 people.

Table 2 Summary Statistics and Correlation Matrix

	
	Mean
	SD
	
	
	
	
	

	Owner-manager’s industrial tenure
	21.04
	10.98
	
	
	
	
	

	Owner-manager’s age
	50.61
	10.94
	.23*
	
	
	
	

	Family ownership
	87.56
	21.98
	-.00
	.03
	
	
	

	Generation in control
	1.65
	.81
	.21*
	-.03
	-.06
	
	

	Company size
	45.21
	69.73
	.05
	.04
	-.04
	.29*
	

	Company age
	24.06
	29.84
	.23*
	.09
	-.03
	.72*
	.23*


          *: Correlation is significant at the 0.01 level.

Table 2 displays the summary statistics – means, standard deviations and the inter-correlations among the study’s independent variables. Most of the correlations among independent variables are less than .50, suggesting that multicollinearity will not be a major problem in the regression analyses (Covin and Slevin, 1998).

Table 3 Multi-nominal Logistic Regression Analysis on Risk Taking 

	
	Overall Model
	Risk Averse vs. Average Risk taking
	Risk Averse vs. Risk seeking  

	
	d.f.
	Sig.
	Beta
	Sig.
	Beta
	Sig.

	Independent Variables
	
	
	
	
	
	

	The Nature of Owner-manager
	
	
	
	
	
	

	   Industrial tenure
	2
	.040*
	.048
	.097
	.030
	.447

	   Age
	2
	.015*
	-.075
	.007**
	-.030
	.389

	   Educational background
	6
	.631
	
	
	
	

	      No formal qualification
	
	
	-1.282
	.131
	-.214
	.840

	      GCSE level
	
	
	-.504
	.480
	.009
	.993

	      University level
	
	
	-1.054
	.108
	-406
	.642

	      Professional qualification
	
	
	Baseline
	Baseline

	The Nature of Family 
	
	
	
	
	
	

	   Family ownership
	2
	.088
	.026
	.037*
	.025
	.211

	   Generation in control
	2
	.033*
	.096
	.028*
	.068
	.040*

	
	
	
	
	
	
	

	Control Variables
	
	
	
	
	
	

	The Nature of Business
	
	
	
	
	
	

	   Business size
	2
	.225
	.002
	.181
	.002
	.220

	   Business age
	2
	.971
	.001
	.901
	.004
	.809

	   Business sector
	8
	.040*
	
	
	
	

	      Construction/Mining
	
	
	.468
	.556
	2.450
	.060

	      Manufacturing
	
	
	.960
	.195
	2.209
	.087

	      Transport/Distribution
	
	
	-1.699
	.076
	.811
	.576

	      Wholesaling/Retailing
	
	
	-.833
	.290
	1.493
	.262

	      Service
	
	
	Baseline
	Baseline

	Cox and Snell R2 = .284

Nagelkerke R2 = .336

χ2: 41.86       Sig. = .045


             * p < .05; ** p < .01
The multinomial logistic regression was executed with a set of independent and control variables. To assess the overall fit of the model, chi-square (χ2) value and pseudo R2 were examined. The chi-square test can be used to identify the change in the log likelihood (-2LL) value from the base model (intercept only) to the proposed model (with intercept, independent and control variables). Results indicate that the chi-square difference is significant at .05 level. Therefore it is reasonable to reject the null hypotheses of H1 and H2 that the independent variables are not associated with the dependent variable. Pseudo R2 is another indicator displaying the overall fit of the multinomial logistic regression model. Multinomial logistic regression provides two R2 measures, respectively the Cox and Snell R2 and the Nagelkerke R2. Usually the Nagelkerke R2 is preferred since it can maximise the R2 value. The Nagelkerke R2 value in the currents study is .336, indicating that the whole model can explain 33.6% of the variance of the dependent variable.

The results of the logistic regression are presented in Table 3. In general, the chi-square value suggests a significant relationship between risk taking and independent variables. Thus, the regression model can be accepted and the hypotheses H1 and H2 are partly confirmed. More specifically, results identify that three out of five independent variables offer an explanatory power (significant at 5% level). They are owner-manager’s industrial tenure, age, and generation in control. Hence hypotheses H1b, H1c and H2b are affirmed, while hypotheses H1a and H2a do not have any significant evidence to back up. Hypothesis H1b suggests that the longer industrial tenure the owner-managers have, the more likely they will engage in risk taking. The shorter tenure the owner-managers have, the more likely they will be conservative and resistant to entrepreneurial venturing. H1c implies that the younger the entrepreneurs, the more likely they will demonstrate tendency and willingness in risk taking through investing in new emerging technologies, entering new markets, developing new material for manufacturing/services, and forming strategic alliances. The more mature the entrepreneurs, the more likely they will be cautious and risk averse. Hypothesis H2b hints that having higher generation in control of the business will provoke entrepreneurial venturing.

In the regression analyses, the risk-averse family firms were further utilised as the base group to examine the predicting power of the independent variables in differentiating the other two groups (i.e. average risk-taking group and risk-seeking group). The results of the first separate regression indicate that the set of significant variables in the overall model can generally differentiate the average risk takers from the risk-averse group, except the variable of industrial tenure of owner-managers. In the second separate regression model, the only significant predictor in differentiating the risk-seeking firms from the risk-averse firms is the controlling generation in family firms. 

The results in Table 3 suggest that in three control variables, only business sector is associated with risk taking. Nevertheless, in the separate regression analyses, the business sector variable cannot effectively differentiate the base group from the risk-seeking group and the average risk-taking group. The other two control variables, business age and size, are not recognised as significant predictors.

Table 4 Business Performance in Growth vs. Risk Taking 

	
	Risk-avoider
	Average Risk-taker
	Risk-seeker
	ANOVA Sig.

	Annual sales growth over the past three years (%)
	8.243
	11.346
	16.573
	.043*

	Annual sales growth perceived for the next three years (%)
	12.776
	12.709
	23.752
	.002**

	Annual employment growth over the past three years (%)
	4.539
	9.059
	15.120
	.079

	Annual employment growth perceived for the next three years (%)
	1.651
	4.308
	4.077
	.111


One-way ANOVA tests were executed to compare business performance among risk avoiders, average risk takers and risk seekers. The performance comparison zooms in on sales and employment growth in the three years before and after the survey (perceived growth) was implemented. Results of the tests show that among three business groups, significant differences in sales growth exist, but not in employment growth (see Table 4). This indicates that the higher risk taking propensity a business has, the more likely that the firm will achieve a competitive sales growth. Thus, hypothesis H3 is partly confirmed. 

Discussions and Recommendations 

Risk taking has abundant contexts in the entrepreneurship field. Entrepreneurship focuses on recognising and capturing opportunities by reconfiguring existing and exploiting new resources in ways that create an advantage. Pursuing such opportunities is risky because the duration and the payoff from the pursuit are unknown (Zahra, 2005). Nevertheless, entrepreneurial venturing seems to be essential for a firm in a hyper competitive environment. Not doing so, the prospects of the firm may wane in a long run (Ward, 1997; Naldi et al., 2007; Rauch et al., 2004).   

This study has documented several empirical relationships between risk taking propensity, owner-manager’s individual features, familial nature, and business performance. In particular, risk taking is identified to be associated with owner-manager’s industrial tenure, age, and controlling generation. Consistent with the proposed hypothesis H1b, the results indicate the length of owner-manager’s industrial tenure is positively associated with risk taking. In essence, long tenure creates opportunities for owner-managers to identify externally generated valuable knowledge that is critical to the business operations and then absorb, assimilate and integrate it in the business processes. Businesses governed by these experienced managers are inclined to acquire, assimilate and transform other exceptional financial and organisational resources as well as human capital to fund both family and business growth needs. On the other hand, the stable leadership and governance regime can maximise the catalytic function of patient investment in developing new business and technologies, allowing a thorough integration of investment with business future development. Long tenure can also proffer a hospitable environment beneficial to young generation nurturing. Incumbents may have sufficient slack to transfer entrepreneurial spirit and innovative capability to the young generation through coaching and mentoring, therefore creating an entrepreneurial repertoire for the business further development.  

The outcome of the study confirms that owner-manager’s age is negatively connected to risk taking (H1c). This is in line with Sung and Hanna (1996), claiming that young entrepreneurs are more willing to take risks. They are often inspired to realise themselves through accomplishments, while orchestrating businesses in a saturated market or with ordinary products/services is not easy to approach to success. Therefore, they have an incentive to innovate in raw material, production methods, production processes, etc, invest on new products/services, and enter new markets. The success will enhance their reputation and prestige within the firm and further secure their leadship.  

In line with hypothesis H2b, the finding suggests that the higher the number of generation from the owner family that controls the business, the higher risk taking propensity a business will have. In fact, researchers generally agree that it is resources controlled by the firm that limit the choice of markets it may enter, products it may manufacture, services it may engage in and technologies it may invest on (Wernerfelt, 1989; Barney, 1991). Small family businesses are often featured by having insufficient resources. They have to confront shortage of managerial skills and capabilities to operate firms effectively and efficiently, insufficient internal and external supply of finance to fund business development, and inability to access to market information to make swift adjustment, etc. Descendants-controlled firms, in contrast to founder-controlled firms, are apt to have a better resource foundation. They may have an established customer base, a widely spread well intertwined network, and more experienced middle and senior managers. With well-sourced infrastructure, family firms at least have more buffers to engage actively in risk taking.    

Entrepreneurial venturing is recognised in this study as a crucial factor that provokes superior sales performance (hypothesis H3). This finding aligns with earlier studies, such as Rauch et al. (2004), Merz and Sauber (1995) and Parker (1990). Merz and Sauber (1995), in their study with 370 small construction, manufacturing, services, and wholesaling firms, report that superior sales performance are observed in firms that demonstrate risky entrepreneurial orientations. Parker (1990) recognises that aggressive entrepreneurial strategies are positively correlated with employment growth. Compared with those studies proposing absolute positive or negative correlation, Lumpkin and Dess’s (1996) conclusion on the relationship between entrepreneurial orientation and performance is more logical. They claim that this relationship is context specific and may vary in different organisational contexts. In the family business context, the amalgamated ownership and management means that owners and managers are the same individuals or represent the same owner family (Naldi et al., 2007). All these individuals are likely to contribute for the good of the family, subjugating their self-interests (Sharma, 2004). Risk taking in this setting, no doubt, will have more opportunities to achieve success. 

Managerial implications 

Family firms are an arena in which entrepreneurship can flourish in the form of new products/services, novel material of production, and special markets entry (Zahra, 2005). The fact that proactive risk taking may benefit family firms suggests that an entrepreneurial venturing culture needs to be created and the whole family business sector should be more entrepreneurial oriented. In practice, to facilitate family businesses to participate in risk taking activities, the following suggestions are offered:   

Assessment of industrial competitors’ practices: family firms battling at the forefront of the battlefield should carefully assess their industrial counterparts’ risk taking practices. Features of those firms in awareness of benefits of risk taking, nurturing entrepreneurial orientation culture, resource allocation, and expertise and knowledge in venturing should be inspected. 

Development of risk-taking procedures: a self-appraisal in risk taking capability should be executed. Experiences and lessons of counterpart companies in risk taking should be analysed and assimilated. Aligning with the analyses, the business should address how risk taking can be implemented. In particular, why should the business be committed to risk taking? How could the top management support risk taking? Who should normally engage in the risk taking projects? How to nurture young generation’s risk taking capability? What physical, financial, and organisational resources should be allocated to fund risk-taking activities? How to evaluate the effectiveness of risk taking on a regular basis? How about the rewarding and punishing schemes associated with the risk taking performance? The research results that risk taking is negatively related to owner-manager’s age, but positively associated with the number of generation in control  imply that once the incumbent reaches certain age, he/she should consider passing the baton to successors to ensure a high level of entrepreneurial venturing. Yet, before this management and ownership transfer, young generation’s grooming and nurturing in risk taking capability and capacity should receive special attention. 

Enactment of the risk-taking procedures: at the implementation stage, human and financial resources, and supportive culture are critical. Our research indicates that managers’ industrial tenure is positively associated with risk taking. Therefore family firms should consider incorporating long tenured managers or specialists in charge of risk-taking projects, though sometimes they are external to the firm. Financial assistance for risk taking, on the other hand, can be subsidised by retained operation profits or extra family investments. Family firms may even consider accepting external equity finance if they are overly stretched internally. Apart from human and financial assistance, an organisation wide shared vision on risk taking should be established. A genuine shared vision plus sufficient resource allocation will enable the firm to achieve competitive advantage, reinforcing its position in the industry. 
Limitations and future directions

This empirical study is an explorative attempt investigating antecedents and consequences of risk taking. The study’s cross-sectional nature determines that it can only provide a snapshot of the scenario. Given that entrepreneurial venturing is a process and the effects of venturing only become discernible after a reasonable interval since the actual risk taking actions being taken, longitudinal research emerges to be legitimate. Attempt can be made to scrutinise under what circumstance venturing initiatives are launched, what impact the venturing has on business management and performance, whether this impact changes over time, and, if so, what are the features of these changes. In fact, family business research suffers from the shortage of longitudinal studies (Brockhaus, 1994). Often family businesses are reluctant to participate in research as they cannot see any immediate relevance and laden value. Longitudinal study which requires continuous interaction over a long interval can be perceived as disturbance or interference. Furthermore, the high discontinuance rate associated with small sized businesses makes follow-up studies almost unachievable. 

Secondly, the study is dependent on a single respondent from each family business. Perspectives from more individuals, such as technology manager and operation manager, will offer a more comprehensive picture of entrepreneurial venturing in a firm. Thirdly, the current study has a limited generalisability. It excludes non-incorporated firms because the information of those businesses was not available in FAME. Generalisation on the basis of this study can only be applied to those firms in FAME. The future explorative research in the similar vein may be executed through channels of national and local development agencies, such as Business Link, Small Business Service, etc., to capture non-incorporated firms. Results generated will unveil a more comprehensive perspective on risk taking in the family business arena. Fourthly, the study is one of the few, e.g. Zahra (2005) and Naldi et al., (2007), concentrating on risk taking in the family business context. The pre-mature nature of the studies creates spaces for further research. For example, agency theory and altruism have been adopted in framing research. In the future, detailed questions and constructs can be designed in the survey instrument to test the role of agency theory and altruism in interpreting risk taking. Moreover, alternative theories such as stewardship and stakeholder theory can be incorporated to lead a new round of studies in entrepreneurial venturing.       

Conclusion 

Family businesses have played an active role in the long history and will continue to add value to the modern civilisation at large with their socio-economic rigour. Recently, in the academia and industries, an increasing concern arises as to how to enhance individual family firm’s competence and prosper the whole sector in a long run. Motivated by the belief that risk taking is a complex topic and empirical research may enrich our understanding and knowledge of risk taking, this paper explores what factors can lead to venturing and the impact of endeavouring on business growth performance. One of the key contributions of this paper is that both owner-manager and family related variables exert influence on risk endeavouring. This has rarely been captured in the literature, except Zahra (2005). In addition, we conclude that risk-seeking firms are able to secure superior growth performance in contrast to average risk taking firms and risk avoiders. This again adds to the current literature of family business and performance management. In fact, insights into entrepreneurial venturing will broaden our knowledge landscape of family firms and allow us to understand how family firms can survive and prosper with their unique resources, initiatives and capabilities. Indeed, more exploratory and confirmatory work is warranted before one can hope to develop domain-specific theories pertaining to this theme.
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