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Abstract 

The purpose of thisstudyis to investigate the success story of newly established small 
medium sized family firm from the perspective of entrepreneurial orientation (EO) and 
strategic entrepreneurship(SE) concepts. The firm being studied was established in 2000 by 
GatotKertajaya – a former employee whohad been laid off due to financial crisis of the 
country.After becoming unemployment, Mr. Kertajaya decided to be self-employed rather 
than looking for another job realizing that finding a new job was almost impossible during 
the economic downturn.He then established his own business, if can be said so, from the 
scratch i.e. “buy and sell” batik products. No one imagine if this tiny business ten years later 
hasbecomea successful firt-generation family business that everyone tries to imitate. 

Conceptually the degree of EO of family firm varies from firm to firm. It is high 
among family business founders but tends to decrease when the later generations are 
involved. Meanwhile SE says that the success of business and how it creates wealth is 
dependent on how well the entrepreneur integrates entrepreneurship behavior (EO) and 
strategic management perspectives. To identify the degree of EO and the implementation of 
SE of the firm being studied, we divided the firm development into several stages according 
to organizational life cycle theory.The finding of this study shows that generating income to 
make a living was the characteristics of the firm during the early stage of existence. No single 
strategy was implemented in that stage. This would mean that entrepreneurship behavior, i.e. 
opportunity seeking behavior tends to dominate the early stage of firm’s development. 
However, in the following stages when the firm has been able to accumulate financial 
resources to compete and the firm started to grow,strategic management was adopted without 
sacrificing entrepreneurial orientation.Overall these findings provide initial evidence that 
small medium sized family firm does implement strategic entrepreneurship along its life 
cycle but with different degree.  

Introduction 

SMEs have long been regarded as the backbone of and play an important role in the 
economy of Indonesia as the majority of businesses in this country are classified as SMEs. 
According to Indonesian statistics, in 2010 the number of Indonesian SMEs was 53.8 million 
whichcontributed to 57.12% of Indonesian GDP.The problem is that not all SMEs are 
growing and successful. Many of them have been stagnant (1).To have better understanding 
why some SMEs are growing and successful, and the others are stagnant, attention could be 
directed to the key important components of SMEs’ success factors. These are:the 
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characteristics of the entrepreneurs; the characteristics of the SMEs; and the type of strategy 
associated with growth (2). While the first two components were used by 
Indarti&Langenberg (1) to identify factors determining the success of Indonesian SMEs, in 
this paper we explore the last elements of SME developmenti.e. the type of strategy.  

With regard to the type of strategy, this paper will adopt the concept of 
entrepreneurial orientation and the concept a strategy called "strategic entrepreneurship" 
originally proposed by Ireland et al. (3) as the basis to portray and analyze the development 
of a family firm categorized as small to medium sized. According to this concept, strategic 
entrepreneurship (SE) is essentially the melding of the entrepreneurship (opportunity seeking 
behavior) and strategy domains (advantage seeking behavior). According to Ireland et al. (3) 
finding balance between opportunity-seeking and advantage-seeking behavior is a must if the 
firm wants to be successful. This behavior needs to be supported as well by managerial 
mindset within the firm (4) and requires a high innovation (5) (6). 

To apply the concept of strategic entrepreneurship into the firm being studied, this 
study was designed in accordance with organizational life cycle theory (7). This would mean 
that the development of the firm will be divided into several stages so that in each stage, the 
degree of the implementation of strategic entrepreneurship can be identified. 

Literature Review 

The Essence of Family Firm 
Family firm as distinct field of study is unique in itself. Itis conceptualized exactly as 

the overlap of two distinct and contradiction social systems – family system and business 
system. Both family and business systems are described as separate entities with diverging 
goals, attitudes and structures that coincide in the family firm (8). Figure 1 summarizes the 
contrasting characteristics of family and business system. 

 

 
 

Figure 1: Distinct characteristics of family and business systems 

Although separated, these two systems are in fact interdependence within family firm 
domain and considered as the trait that differentiates family firms from other forms of 
organizations (9). Scholars soon adopted a view that the sum is more than its parts. That is, 
that the family firm evolves from the combination of family and business elements as a single 
entity sui generis with unique characteristics in its own rights. However, due to the 
contradicting nature of family and business elements, family firms are confronted with 



numerous conflicts and struggle to establish values, norms and principles that meet the needs 
of both family and task system (8) (10). This contradiction may consequently affect the 
performance of family firm. Some studies find that family firms outperform nonfamily firms 
(11), while others find the opposite (12) (13). 
Entrepreneurial Orientation of Family Firm 

Casillas et al. (14) said that family firms are created as a consequence of the 
entrepreneurial behavior of one or more founders who discover and exploit an opportunity. 
Accordingly, the need for achievement is high among family business founders, which often 
compels them to explore innovative ideas and take calculated risks (15), (16). This behavior 
however tends to decrease when later generations are involved (17). Previous studies for 
example showed that only 30 percent of the family firms survive the transition to second 
generation and only 10 percent make it to the third generation (18). For family firms to create 
wealth, grow and survive through generations therefore this behavior must be maintained and 
increased.  

With regard to entrepreneurial orientation (EO), Nordqvist et al. (19) stated that 
family firms constitute a unique context for entrepreneurship.The family firm is arguably the 
most enduring institution for entrepreneurial activity in emergent economies (20) and the 
ability to engage in entrepreneurial behavior will depend, in part, on the firm’s resources and 
capabilities (21). However,due to contradictory nature of family firms,Nordqvist et al. (19) 
also argue that family firms should deal with three dualities between different poles 
(historical paths vs. new paths, independence vs. dependence, and informality vs. formality)  
These dualities explain two contradictory streams of literature related to family firms and 
entrepreneurship. The first one argues that family firms are innovative, proactive, and 
entrepreneurial, whereas the second one suggests that family firms are conservative, 
traditional, and risk adverse. This indicates that not all family firms are entrepreneurially 
oriented. 

Entrepreneurship, in general, is concerned with exploration and exploitation of 
opportunities (22). In addition, from classic definition given by Schumpeter (23) 
entrepreneurship has to do with combining resources in new ways that disrupt the market 
equilibrium in the economic system. This means that there are two important characteristics 
of entrepreneurship – resources and opportunities. From a resource-based perspective of the 
firm, family-run businesses possess unique resources and capability configurations (24) that 
may promote and/or constrain entrepreneurial activities. This set of resources and 
capabilitieshas been named the “familiness” of the firm (25) or “family orientation” (26). 
Family firms that are able to harness and manage the distinctiveness of their familiness 
resources will have a greater propensity to sustain an EO and engage in entrepreneurial 
activity. This also leads to better performance of family firms. 

The construct of EO is built on the view thatentrepreneurship is an organizational-
level phenomenon, an element of a firm’sstrategic posture that can be analyzed in the actual 
processes, attitudes andbehaviors of the organization (21).The EO construct as developed by 
Lumpkin &Dess (27) is not a stand-aloneeffort. Rather, it directly builds on several prior 
efforts in the field and inparticular Miller (28), who depicts entrepreneurship as a 
multidimensionalphenomenon in his three dimensional concept of corporate 
entrepreneurship. There, each dimension represents a distinct behavior that is characteristic 
for entrepreneurial firms. These dimensions are: (a) innovativeness – the predisposition to 
engage in novel combinations; (b) risk taking – a propensity for bold actions such as 
venturing into new markets, borrowing heavily, or committing significant resources amid 
substantial uncertainty; and (d) pro-activeness – an opportunity-chasing, pioneering attitude 
distinguished by market moves ahead of the competition and in anticipation of future 



demand. Lumpkin &Dess (27) extend Miller’s framework with two additional dimensions, 
namely (e) competitive aggressiveness – the intensity of a firm’s desire to outperform rivals 
and its offensive attitude towards competitive threats and (f) autonomy – the discretion to 
pursue opportunities unobstructed by organizational constraints. These five dimensions of EO 
construct can be seen in Figure 2. 

 

 
 Figure 2: Five Dimensions of EO Construct 

Figure 2 shows that each dimension provides a measure of the degree to which firm’s 
engage in each of the five salient entrepreneurially oriented behaviors. Covin&Slevin (21) 
said, the higher the score, the greater the degree of entrepreneurial orientation. Since EO is 
related to firm’s performance, it can also be said that the higher the score, the better the 
performance of the firm. So it is expected that family firm’s entrepreneurial orientation will 
improve family firm performance, growth and survival. 

Strategic Entrepreneurship 
As discussed earlier, entrepreneurial orientation is a necessary condition for family 

firms to create wealth, survive and grow. But it is also believed that EO alone is not enough. 
In Ireland and Webb (5) words, discovering gold is only half of a firm’s challenge—the firm 
must also find an effective way to mine the gold. The most effective ‘miners’ are firms that 
offer high-quality products soon after radical change makes an opportunity clear, build 
market share, and create a competitive moat around their business. In other words, exploiting 
entrepreneurial opportunities may contribute to the firm’s efforts to form competitive 
advantages and create wealth. However, many companies fail to motivate people in ways that 
incent them to pursue entrepreneurial opportunities, thereby failing to contribute to the firm’s 
competitive advantages (29). In addition, entrepreneurs may identify and exploit 
opportunities that create or establish temporary rather than sustainable competitive 
advantages. This occurs primarily when entrepreneursfail to manage resources strategically, 
making it difficult to sustain the competitive advantages(30).In many cases, as argued by 
Ireland et al. (3) small, entrepreneurial ventures on relative basis are effective in 
identifying opportunities but are less successful in developing competitive advantages 
needed to appropriate value from those opportunities. In contrast, large, established 
firms often are relatively more effective in establishing competitive advantages but are 
less able to identify new opportunities.  This would mean that entrepreneurial behavior 
(opportunity seeking behavior) should be supported by strategic management (advantage 



seeking behavior) (31) for firms particularly family firms to create wealth, grow and sustain 
through generations. Without which family firms may succeed only temporarily. The 
combination of opportunity seeking and advantage seeking behavior is what Ireland et al. (3) 
called “strategic entrepreneurship”. 

Conceptually strategic entrepreneurship is the integration of entrepreneurial 
(opportunity seeking behavior) and strategic (advantage seeking behavior) perspectives in 
developing and taking actions deigned to create wealth. This would mean that melding of the 
strategy and entrepreneurship domains, that is finding balance between opportunity-seeking 
and advantage-seeking is required for firms to survive in the more dynamic marketplace and 
turbulent environment. Ireland et al. (4) present a conceptualization of strategic 
entrepreneurship, arguing that the construct has four dimensions: (a) entrepreneurial mindset, 
(b) entrepreneurial culture and entrepreneurial leadership, (c) managing resources 
strategically, and (d) applying creativity and developing innovation. These dimensions can be 
seen in the following figure. 

 
 

 

 

 

 

Figure 3: A Model of Strategic Entrepreneurship 

 

The Case: Gavibora Batik Firm (GBF) 

In 1998, Indonesia encounteredfinancial crisis that affected almost all business 
activities in this country. Many businesses, particularly the large ones, went bankrupt and the 
others were forced to implement downsizing program for their survival. Under this program, 
many employees were laid off includingGatotKertajaya.He became unemployment. As the 
head of family with two children, he realized that life must go on and his family must also 
survive. However, in such difficult time, rather than looking for another job, Mr. Kertajaya 
decided to be self-employed at least for temporary survival. In year 2000, with only three 
million rupiahs at hand (equal to US$ 300) he started to establish business, if it can be said 
so, i.e. “buy and sell” batik clothes. The batiks were bought, with the help of his relative, in 
Pekalongan (one of batik centers located in Central JavaProvince) and then brought into his 
hometown Bandar Lampung – the province of Lampung South Sumatra to be sold directly to 
the end consumers by means of door-to-doorselling in local market. 

No one imagine, including Mr. Kertajayahimself and his family, if this tiny business –
Gavibora Batik Firm (GBF) which initial reason for being was just to make a living,has 
become a successful Family Business Enterprise (FBE) that everyone tries to imitate. For 
example, as of 2010 when the study was conducted, sales have increased exponentially over 
the previous ten years. In addition, in line with the increase in sale, the number of outlets used 
to serve the sale also continued to grow. There were 10 outlets spread across several cities in 
Lampung province and one in Jakarta. Not only financially successful, the local government 
also named Kertajaya familyas a role model of how to run business successfully without 
sacrificing the harmony and happiness of the family. 

Notwithstanding that Gabivora Batik Firm (GBF) has turned into medium sized 
family business, until the year 2010, Mr. Kertajayawas still acting as owner-managerof the 
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business.However, knowing that the business continued to grow,he also involved all family 
members – wife, eldest daughter and other immediate family members to be part GBF 
management, each with different tasks and responsibilities.More important than that, for the 
sake of the survival of the firm in the future, his eldest daughter was given a bigger role in 
handling the internal affair of the business. She handled the marketing function and R&D, 
whileMr. Kertajaya himself focused on external affairs such as: maintaining network, and to 
certain extent giving advise to his daughter when she faces critical decision. In other word, 
GBF was entering the transition period from the first generation to the next generation family 
business.  

The success story of this family business is explained and summarized in following 
business life cycle stages 
1. Existence. 

At first, Kertajaya was not sure that being an entrepreneur is the right decision he’s 
ever made, realizing that he was an employee and not an entrepreneur. It is therefore not 
surprising that he was half-hearted in running the business. Just because his family had to 
survive so he continued running the business while waiting for some time to get a new job. 
He tirelessly offered batik clothes to the end consumers by means of door-to-door selling in 
the local market. Lucky, his efforts paid off. Batik clothes were sold out. This small success 
finally changes the mind of Mr. Kertajaya. Instead of dreaming to find another job, he 
decided to become entrepreneur and to concentrate on caring of and developing his new 
infant business.However, he had to take about a year to decide that batik business is his life. 

 
To this point we can say that the first generation family firm– Gavibora Batik Firm 

(GBF) has born where Mr. Kertajaya was the founder. 
 

2. Short term survival. 
After being convinced that batik business is the right way to make money, 

MrKertajayastarted to think how to run his infant business in order to keep it running well. 
Firstly, after a long discussion with his wife, Mr. Kertajaya decided to use its own brand – 
Gavibora despite the fact that the batiks were still produced by any other firm in 
Pekalongan.Secondly, in addition to direct selling as before, Mr. Kertajayabegan touse his 
home as a selling point (an outlet). For this purpose he placed a small nameplateon his 
doorstep that shows the location of GBF. In doing so, he hoped consumers would come to his 
house/outlet so they could choose by their own a variety of batik motifs. Under this strategy, 
it is also expected that sales continue to grow. To a certain extent his efforts have been 
successful. However, still, the majority of consumers are Javanese ethnic who live in this 
province. The native Lampungese seem reluctant to buy batik perhaps they feel they have 
their own a traditional costume known as “kainsebage”. 

Realizing that market is still limited to Javanese community,as a native Lampung, Mr. 
Kertajayacreates new innovation particularly to attract native Lampungese to buy batik. The 
new creation is called “sebage batik” that is batik design based on kainsebage motifs. The 
result is remarkable. The native Lampungese responded enthusiastically. Even the local 
government declared “sebage batik”as a new identity of Lampung province. Because of that, 
as a token of appreciation, the local government also order sebagae batik in bulk to be used as 
uniform for local government employees.  

This innovation is considered to be the critical point for further success. However, 
capital constraint remains the issue. With limited capital, it is almost impossible for GBF to 
meet the local government’s order and other consumer’s demand. But fortunately there is 
SOE, through its CSR program, that is willing to provide soft loan to GBF.  So for the 
moment, the issue of capital is solved. More importantly than that, the entrepreneurial 



spriritof Mr. Kertajaya is increasing. Similarly the culture of entrepreneurship of Kertajaya 
family began to take shape. 

 
3. Growth.  

The next stage is growth stage. At this stage, Kertajaya as head of GBF, emphasizes 
the importance of growth by expanding the firm’s markets and raise capital. This growth is 
characterized by an increase in sales, the number of labors, and the number of outlets. To 
support this strategy, Kertajaya tirelessly makes efforts: building networks, participating in 
various business exhibitions, and open new outlets in several different cities. Inaddition, Mr. 
Kertajaya also started targeting different market segments, namely the lower classes who 
have a limited ability to buy quality batik. Therefore he set up two production houses, one in 
Lampung and the other in Pekalongan, specifically to produce low-cost “batik printing” 
 
4. Sustainable Growth 

This stage is marked by the construction of a management system in the form of 
written and unwritten rules. The whole family members – wife, eldest daughter and 
immediate family members were involved in BGF management, each with different tasks and 
responsibilities. For example, financial management was handed over to the wife. Meanwhile 
the eldest daughter was given a greater authority to lead the firm include: handle day-to-day 
activities, develop R&D and handle marketing issues.  

 
The involvement of eldest daughter in business life and giving her a greater authority to 
lead the firm indicates that Mr. Kertajaya is passing the button to the next generation in 
the hope that BGF which has been founded several years ago to remain sustainable in the 
future and more importantly the ownership of this firm remains with Kertajaya family. 
For the meantime, Mr. Kertajaya himself would prefer to be a mentor of the family in 
doing business and an ambassador of the firm to maintain the networking with 
customers.  

Discussion and conclusion 

This exploratory study is an integral part of a broader research on competitive strategy 
within the context of batik industry. In this study the main question is how Mr. Kertajaya 
successfully developed a family business even though at first he was rather reluctant to enter 
in the business world realizing that he was just an employee not an entrepreneur. Besides, we 
also want to know whether this success can last up to the next generation as the previous 
literature says that only about 30% of family firms survive to the second generation (12). To 
answer these questions, two concepts– strategicentrepreneurship (3) and the Organizational 
Life Cycle (7) were prepared as a medium for analysis. 

Asshownin the life cycle of GBF, it can be said thatin the first stage of business life 
cycle, Mr. Kertajaya did not implement any single strategy. Even entrepreneurial orientation 
(EO) of Mr. Kertajaya did not appear, nor his entrepreneurial spirit. Business runs as it is, as 
if its life and death is dependent on luck. He said “If I’m lucky I believe the business may be 
running wellbut,you know, Ihave toprepare the worst case scenario – finding new job despite 
very difficult”. He went on to say, “for the moment, selling batik is just to make a living so 
that my family can still buy daily meals and survive”. But fortune was apparently in favor of 
the family of Mr. Kertajaya.Not only sufficient for the needs of daily meals, his efforts 
ofselling batik clothes can also be used to buy more merchandise and develop business in the 
future. 



This success is actually not merely a good fortune but also, unwittingly, is supported 
by two other factors – the ability of Mr. Kertajaya to sell high quality batiks with low price 
and the business environment that supports his business. Departing from this small success, 
or a small win in the language of Kotter (32), apparently the impact is remarkable.The course 
of Kertajaya’s life has changed.His entrepreneurial spirit began to surface which in turn was 
transmitted also to the whole family and gradually formed a culture of entrepreneurship.  

To this point it can be said that Kertajayafamily has become a "business family" 
running the "first generation family business". In other words, GBF now exists along with the 
accompanying prerequisites behavior – entrepreneurial spirit and culture. Since then Mr. 
Kertajaya continued to explore business opportunities and take advantage of them that are 
still widely open. He also dared to innovate, tookmore risks and was more proactive in 
penetrating market. What might still be a problem is that Kertajaya could not manage his 
business autonomously and compete aggressively mainly due to limited financial resources. 

But because of the proactive nature and persistence to continue to look for 
opportunities and create better network, capital issue was gradually resolved. BGF was 
supported by one of SOEs operating in this province in terms of managerial and financial 
assistance. Financially BGF obtained soft loan which of course can be used to overcome the 
problem of capital. In addition, BGF also received large orders from the local government as 
a token of appreciation as Mr. Kertajaya introduced new batik design that combines the art of 
batik with local content that, according the local government official, promotes the identity of 
this province through the art of batik.  

Now Mr. Kertajaya feels more autonomous in running his business and is able to 
compete aggressively. With relatively sufficient capital,Mr. Kertajaya began to focus on 
arranging his businessto be more professional and strategically competitive although he was 
still serving as owner-manager of the business. However, the pattern of "one man show" as 
practiced before was gradually abandoned. The whole family members – wife, eldest 
daughter and close family were involved in the business, each with different task and 
responsibility. More important than that, the involvement ofhis eldest daughter in the family 
businessis a sign that Mr. Kertajayawas preparing his successor.Sooner or later he would step 
down from the business and expectedly would position himself as a mentor and an 
ambassador as the business turned to the next generation. 

In the meantime, Mr. Kertajaya himself as head of family and business focused in the 
business developmentand developing business network while the daily activity was handled 
by his wife and daughter. To maintain GBF as a market leader, for example, MrKertajaya has 
decided to expand his business by opening up new outlets. Until 2010 when the study was 
conducted, no less than 9 outlets were spread across the Bandar Lampung city, other cities in 
the province of Lampung and one in Jakarta. 

The impact of the establishingnew outlets followed by an increase in production 
capacity as well as supported by the application of information technology (internet), the 
number of sales increased many fold compared to sales in prior periods. Similarly, the target 
market began to spread. If the original target market was focused only on the upper middle 
class, now the lower class also becomesthe target. To serve this new target market, BGF 
produced a more affordable, relatively low quality “batik print”. However, Sobirin (33) who 
also conducted a related study,critizises this strategy arguing that targeting all market 
segments may cause market cannibalism.  

Regardless of any strategy adopted by GBF, this study has shown that, particularly in 
this case, the small medium sized family business throughout its life cycle has implemented 
strategic entrepreneurship as conceived by Ireland and colleagues (3), (4), (5) and (30), 
although the level of implementation varies at each stage through which the firm operates. 
When the business is still at the embryonic stage, both entrepreneurial orientation and 



strategic management did not exist. Entrepreneurial spirit that gradually turned into a culture 
of entrepreneurship began to emergeafter the founder felt that the business is a right decision 
he’s ever made. Similarly, entrepreneurial orientation began to take shape after 
entrepreneurial spirit is being part of the life of the founder. However,of the five dimensions 
of entrepreneurial orientation as suggested Lumpkin &Dess (27) only three dimensions are 
quite prominent. These are: innovation, risk taking and pro-activeness.  

The positive impact of this entrepreneurial orientation is that, GBF is able to address 
the financial issue. The accumulated capital in the end can be used to encourage the firm to 
implement various strategies so the firm be more competitive. Unfortunately the level of EO 
tends to stagnate and even tends to decrease as GBF entered into growth stage and 
sustainable growth stage, while on the other hand, the orientation of strategies continued to 
dominate the firm’ life cycle. The finding of this study is consistent with previous findings 
(see for example (4) and (17)), that is the entrepreneurship behavior tends to decrease when 
later generations involve in the business 

This study was based only on a single case – the first-generation family business. This 
would mean that the same study involving the second-generation family business and the 
later generation may not have the same result given that previous research said that second 
generation entrepreneurial orientation and so tended to decrease (15, 16, 17). Therefore, other 
researchers are expected to prove this.  

. The results of this study can be seen in the following figure. 
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