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Abstract 

 

This study aimed to identify the drivers and barriers of professionalizing family businesses 

in Koronadal City, South Cotabato. Specifically, it determined the profile of family businesses in 

terms of years of existence, business classification, professional exposure and extent of 

involvement of family members; current management practices by such firms as to management, 

operations, marketing and finance; and drivers and barriers of professionalizing family businesses. 

The study used a descriptive type of research design. There were 20 family businesses identified 

to be the respondents of the study. Frequency count, ranking, percentage, weighted average mean 

and Pearson R were the statistical methods used. 

Based on the findings of the study, it was concluded that 35% of the respondents existed 

for more than 30 years and are considered medium-sized entities. Family members showed interest 

in professional exposures such as education, training and membership in professional 

organizations. Also, family businesses had a formal management practices although some needed 

improvement. In terms of family involvement, the founder had the highest extent of involvement 

in ownership followed by the children. When it comes to the extent of involvement in management 

and decision making, children are more active and involved. Interestingly, the founder is also very 

much involved in planning and decision making because these areas are considered critical. 

Current management practices as to marketing and finance had a significant relationship 

with the desire for business continuity while practices as to management had a significant 

relationship with the barriers on organization or governance structure. The study also identified 

that family businesses professionalized their firms because of the desire for business continuity. 

However, lack of financial resources was determined to be a barrier in professionalizing the 

business. Recommendations were presented to improve the operations of family businesses and to 

present the findings of the study in professional forums to aid family firms in professionalizing 

their business. 
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Introduction 

 

 The key to successful family business survival depends to a large extent on healthy family 

relationships. However, with the increasing competition and integration of business transactions 

globally, good relationships are not enough. For a family business to survive, there is a need for 

excellent management, exceptional strategic plans and appropriate structures called 

professionalization. 

 Family firms play major economic roles in the economy by creating employment 

opportunities, being catalysts of innovations, stimulating indigenous entrepreneurship, and 

maintaining competition (Onuoha, 2013). As cited by Family Business Alliance International, 

family owned businesses contribute 64% of the GDP or $5,907 billion and employ 62% of the 

U.S. workforce. 

Numerous studies presented that businesses all over the world are dominated by family 

firms (Chua,2005; Onuoha, 2013; Fang,2012; Gersick,1997; La Porta,1999). However, studies in 

the West revealed that the average span of a family business is 24 years (Conway Center for Family 

Business, n.d.). In the US, more than 30% of family businesses make it to the second generation; 

12% will still be viable into the third generation and 3% of all family businesses operating at the 

fourth-generation level and beyond (Family Business Alliance, n.d.). 

With this, most researchers believed that professionalization is the key for a sustained 

growth of the family business as exemplified by the study of Dyer (1989) which indicates three 

reasons why a family owned business might want to professionalize. First reason is the lack of 

management talent within the family. Family members sometimes lack necessary skills such as 

finance, marketing or accounting requiring the firm to look outside the family for help or attempt 

to broaden the skills of family members. Second reason is to change the norms and values of 

business operations by bringing in professional managers whose values are more consistent with 

organizational efficiency and achieving higher profits. Lastly, family firms professionalize to 

prepare for leadership succession. The founder or family leader may want to retire, thus there is a 

need to prepare family members before they can assume the responsibilities. Since family 

businesses are more vulnerable to harsh business environments and have more mortality rate, it 

will be in their interest to professionalize (Onuoha, 2013).  

According to the study conducted by Financial Advisors Inc., 85% of all businesses in the 

Philippines are family owned. The success stories of the Gokongweis, Ayalas, Yuchengcos, and 

other families have turned their family businesses into empires (Franco, et.al.,2005).  

 In South Cotabato Province there were 11,742 registered businesses for the year 2013, and 

3,212 are MSMEs in Koronadal City according to the reports of Local Economic and Investment 

Promotion Unit (LEIPU) and Department of Trade and Industry Provincial Office. An interview 

with a Certified Public Accountant, public practitioner, last October 2014 revealed that about 70% 

of family firms in Koronadal City are sole proprietorship and at the founder’s stage. According to 

the interview, owners lack technical know-how in running the business, yet they are hesitant to 

hire professionals or non-family members to manage the business because of three main reasons 

namely lack of trust, confidentiality, and costs. These may be some of the reasons why so many 

family firms have difficulty in advancing to the next development and growth.  

Thus, this study focused on identifying the drivers and barriers faced by family businesses 

in Koronadal City, South Cotabato towards professionalization. The results of the study would 

serve as a basis on how management and owners of family business prepare for professionalizing 

their business and operations. 
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Statement of the Problem and Objectives 

 

 This study identified the drivers and barriers of professionalizing family businesses in 

Koronadal City, South Cotabato. 

Specifically, it answered the following questions: 

1. What is the profile of family business in Koronadal City, South Cotabato in terms of: 

1.1. years of existence of the business; 

1.2. classification of business based on: 

1.2.1. size based on number of employees, 

1.2.2. size based on total asset. 

1.3. professional exposures of the family members in terms of: 

1.3.1. education; 

1.3.2. training; and 

1.3.3. other professional experiences 

1.4. extent of the involvement of family members as to: 

1.4.1. ownership, 

1.4.2. management, and 

1.4.3. decision-making? 

2. What are the current management practices implemented by the firm as to 

2.1. management; 

2.2. operations; 

2.3. marketing; and 

2.4. finance?  

3. What are the drivers of professionalizing family business? 

3.1. Growth in business 

3.2. Need for technical competencies 

3.3. Desire for change 

3.4. Desire for business continuity 

3.5. Desire for more strategic role for the owner 

4. What are the barriers of professionalizing family business in terms of: 

4.1. organization/governance structure; 

4.2. human resource; 

4.3. lack of financial resources; and 

4.4. lack of succession plan? 

5. Is there a significant relationship between current management practices and drivers of 

professionalization? 

6. Is there a significant relationship between current management practices and barriers 

of professionalization? 

7. Based on the results of the study, what are the recommendations to further improve the 

operations of family owned businesses? 
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Research Design 

 

 The study used a descriptive research design. Descriptive research is concerned with the 

description of data and characteristics about a population. The goal is the acquisition of factual, 

accurate and systematic data that can be used in averages, frequencies and similar statistical 

calculations. 

The design was appropriate to the study since the research focused on determining the 

profile of family owned businesses in Koronadal City, the current management practices 

implemented by the firm, the drivers and barriers of professionalization and its relationship to the 

current management practices.  

Survey questionnaire and interview questionnaire were used as main instrument in 

gathering data. Also, it includes gathering, classification and presentation of the data and facts to 

describe the characteristics of all the information gathered. 

 

Locale of the Study 

 This study focused on family owned businesses identified in Koronadal City, South 

Cotabato. 

 Koronadal City is in the southwestern part of the island of Mindanao. The city is bounded 

in the northwest by the municipality of Tantangan, South Cotabato and the municipality of 

Lutayan, Sultan Kudarat in the northeast; on the southwest, by the municipality of Banga and on 

the southeast, by the municipality of Tupi and Tampakan, South Cotabato. As the provincial 

capital, Koronadal is the center of social, economic, and political activities in South Cotabato, such 

as government administration, commerce, trade, transportation, communication, and education.  

The number of registered business in Koronadal City is increasing. From 2,943 registered 

businesses during 2012, it increased to 3,212 for the year 2013.  

As the administrative center of Region XII, Koronadal has become important hub of 

commercial, industrial and other socio-economic activities. Koronadal enjoys the distinction of 

having identified as the Agri-Industrial Center of the province of South Cotabato which made it as 

a lead center for industrialization acting as catalyst for development particularly in the second 

district of South Cotabato. 

 

Respondents of the Study 

 The respondents of the study were the owners of the identified family businesses or any 

family member active in the business. Also, members of the top level management such as 

managers, finance officers, and human resource were considered as respondents for firms wherein 

owners are not available.    

There were three considerations in the selection of respondents (family firm) of the study. 

The first criterion is that majority ownership and control lies within a single family, regardless of 

the industry or nature of the business. Second, firms that are at least five years in existence are to 

be included. This is to ensure that the business is quite stable and has proven to be viable. Lastly, 

only family firms attempted to or planning to professionalize their business and those that are 

professionalized shall be considered.  

Interview with practitioners registered with Philippine Institute of Certified Public 

Accountants (PICPA) South Cotabato Chapter was conducted by the researcher to have a real 

picture of family firms in Koronadal City.  The results of this interview were used to determine 
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the population of the study. Also, to validate the population, the researcher interviewed the 

Department of Trade and Industry and some owners of family firms in Koronadal City.  

 The population of twenty family firms was identified based on the preliminary interview 

conducted. Purposive sampling was used in selecting respondents of the study. The respondents 

were identified based on the clients recommended by the public practitioners interviewed. To 

gather more respondents, the researcher asked every family firm selected or surveyed to 

recommend another family firm. 

 

 

Summary of Findings 

 

 Based on the inquiry conducted, the desire for business continuity is identified to be the 

main driver of professionalizing family businesses in Koronadal City and the main barrier is the 

lack of financial resources. 

 

Profile of Family Businesses in Koronadal City 

Thirty percent of the respondents existed for more than 30 year and 60% were classified as 

small businesses in terms of number of employees while in terms of total assets, 35% was medium-

sized entity. Most of the respondents (55%) require family members to graduate from a certain 

degree and 90% of the respondents attend trainings and seminars as part of professional exposures. 

Majority (65%) of the respondents said that family members were members of professional 

organizations like Chamber of Commerce and Rotary Club. 

In terms of ownership, the founder had the highest extent of involvement with a mean of 

3.25 followed by the children with 3.10. When it comes to the extent of involvement in 

management and decision making, children are more active and involved with the highest factor 

mean of 3.60. Interestingly, the founder is also very much involved in planning and decision 

making because these areas are considered critical. 

 

Current Management Practices 

The current management practices of family firms in Koronadal City involve having clear 

goals, objective and strategies that direct the business; having different department with different 

functions; having a well-conceived publicity and promotion program and preparing budget and 

financial analysis regularly. These items had the highest mean in terms of current management 

practices. 

 

Drivers of Professionalizing Family Businesses 

Out of the five common drivers of professionalization, the desire for business continuity 

was determined to be the main reason of professionalizing family businesses with factor average 

of 4.50 followed by the desire for changes with 4.31 average. The need for technical competencies 

with the lowest factor average of 4.15 was identified.  

 

Barriers of Professionalizing Family Businesses 

Lack of financial resources, with factor mean of 3.19, was the major barrier of 

professionalizing family businesses because most of the respondents believed that 

professionalization increases operating costs. This is followed by organization/governance 
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structure with factor mean of 3.11. Lack of succession plan got the lowest mean of 2.54 because 

most respondents consider succession plan as necessary in business survival. 

 

Relationship between current management practices and drivers of professionalization 

Most of the items in the current management practices do not have relationship with the 

drivers of professionalization. Only the current management practices as to marketing and finance 

have a significant relationship to the desire of business continuity. 

 

Relationship between current management practices and barriers of professionalization 

 Only current management practices as to management and barriers as to organization or 

governance structure had significant relationship. Having clear goals and objectives had the 

highest mean in current management practices thus, difficulty in formulating vision and mission 

for the business had the lowest mean as a barrier. 

 

Conclusion 

 

Based on the findings, this study concluded that 30% of the respondents existed for more 

than 30 years and are considered medium-size entities. Family members showed interest in 

professional exposures such as education, training and membership in professional organizations. 

Also, family businesses had a formal management practices although some need improvement. 

The desire for business continuity is the main reason why family firms in Koronadal City 

professionalize their business. However, because professionalization increases operating costs, 

lack of financial resources was the main barrier identified in professionalization. 

In terms of significant relationship of current management practices with drivers and 

barriers of professionalization, only practices as to marketing and finance had a relationship with 

the drivers of professionalization which is desire for business continuity. Also, only practices as 

to management had a significant relationship with the barriers of professionalization which is 

organization or governance structure. 

 

Recommendations 

 

 On the basis of the findings and conclusions, the following recommendations are offered: 

a. That recommendations presented in Chapter 4 be considered to guide family firms in 

improving their current operations and practices; 

b.  That findings of the study be presented in professional forums to aid family businesses in 

professionalizing their firms particularly in identify drivers and barriers they may 

encounter in professionalizing their business; 

c. That a further analysis as to the extent of professionalization in family firms in Koronadal 

City be conducted to determine the professionalization status of family firms, and to 

consider business size and industry in their implementation;  

d. That similar study be conducted to include the impact of professionalization in different 

aspects of family businesses such as the management, operations and finance, and to 

examine the difference of implementation of professionalization in family firms and non-

family firms; and 
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e. That similar study be conducted to include family firms in different cities or region to 

widen the scope of the study to provide data and information by looking at a greater number 

of organizations that will represent various industries and location. 
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