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Family-owned businesses are historically significant in South Asia and continue to make up a 

large proportion of the Indian economy. More specifically, “family firms constitute 85 percent of 

total companies in India” (Sharma & Chalal, 2020). Similar numbers can be seen in Western 

countries and an estimated “80–90 percent of the US firms are family-controlled” (Sharma & 

Chalal, 2020). Yet, family-owned businesses in India seem interrelated with Indian family 

traditions and values and have an inherent unique structure that distinguishes them from a 

western organizational structure. Given that “the traditional form of firm ownership in India has 

been based on families”, it seems surprising that “in India study of family-owned businesses 

remains a black box” (Sharma & Chalal, 2020). Thus, given the lack of research regarding Indian 

family-owned firms, this essay aims to answer the question: Were family-owned businesses in 

India more or less resilient in comparison to non-family-owned businesses during the covid 

pandemic? To approach this question, this essay will use Sharma’s definition of family-owned 

businesses in her study ‘Family Business in India: Performance, Challenges and Improvement 

Measure’ as “one where at least 10 percent of the outstanding shares of the company are held by 

the founder and their descendent family members either directly or indirectly, through another 

family firm or fund which the family controls or owns and; the CEO or the Chairman of the 

company is a founder or his descendant” (Sharma & Chalal, 2020). As discussed later, this study 

hypothesizes that family firms will show better performance relative to non-family firms in their 

response to the pandemic. 

 

Covid pandemic in India: 

On March 25 of 2020, Prime Minister Modi announced a nationwide lockdown that was to last 

until April 14th. This lockdown was later extended to May 3. The economic effects were drastic 

as the unemployment rate massively spiked from 8.75% in March 2020 to 23.52% in April 2020 

(Statista). Consequently, the Indian government announced a 22.5 billion dollar relief package 

(1% of GDP) to help “daily wage earners, small businesses owners, and low-income households” 

(CNBC, 2020). The policies were aimed towards food security and aiding farmers and rural 

workers, therefore, it would have more likely benefited the consumer goods or agricultural 

industry. After the lockdown was extended, an even bigger relief package worth 39 billion 

dollars was announced which was once again aimed at the poorest households, daily wage 

earners, and providing food security (Sharma, Talan, Jain, 2020) 
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Concerning the supply-side impact of the pandemic, the sudden shutdown of factories in 

China created a supply shock that particularly affected many Indian manufacturers from 

industries such as “automobiles, pharmaceuticals, electronics, chemical products” (Federation of 

Indian Chambers of Commerce & Industry, 2020). The inability to import essential raw materials 

for manufacturing ultimately led to a delayed export of Indian goods. Moreover, the high 

unemployment, drop in income levels and decrease in consumption had significant demand-side 

impacts on the economy. However, daily wage earners from the retail, consumer goods, 

entertainment, and tourism industry were most affected (FICCI, 2020). Through the “widespread 

fear and panic”, consumer confidence reduced and consumers began to delay consumption which 

would have further affected reduced employment and income levels (FICCI, 2020). Thus, it 

seems worthwhile to explore how these market shocks would have impacted different firm 

structures such as family and non-family owned firms. 

 

Characteristics of a family-owned firm and their possible benefits/disadvantages: 

Present studies have tried to prove correlations between firm performance and the degree of 

family ownership, management, and/or governance and explain them based on certain inherent 

characteristics. Understanding the inherent characteristics of the Indian family-owned business 

model will aid this paper’s study so that resilience or a lack of resilience shown by firms during 

the pandemic can be attributed to their possible sources. In a paper by Bhattacharyya 

highlighting distinguishing characteristics of family firms, he points out that “the single minded 

dedication of the CEO and the family ensures” business survival “through the toughest times 

(2017). Bhattacharyya also points towards a strong sense of loyalty in family firms within 

management and to the business. More specifically, “family, relatives and extended family have 

a strong feeling of trust and sincerity to the family that naturally construe as trust and sincerity to 

the business” (Sharma & Chalal, 2020). This corporate culture of trust can eventually promote 

efficiency, productivity, and innovation. Based on this, other researchers propose that 

concentrated family ownership paired with management within the family might lead to a greater 

incentive to maximize a firm’s value and profitability as management goals are more aligned 

with shareholder goals (Demsetz and Lehn, 1985). If the goals of ownership are aligned with that 

of management, this would resolve the principal-agent problem which can occur when the 

objectives of owners (principal) are not aligned with the objectives of managers (agent). Thus, 
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combining ownership and management could potentially lower agency costs (Demsetz and Lehn, 

1985). Overall, a combination of “lower agency costs, long-term commitment to the business, 

farsighted investment, shared family aspirations, and values and better social relationships and 

corporate culture” can make the structure of family firms more competitive than non-family 

firms (Sharma & Chalal, 2020).  

In contrast, the need to maintain family relationships could lead to workplace “family 

conflicts ”and “family emotions” might hinder the ability to make optimal decisions (Sharma & 

Chalal, 2020. The higher probability of family conflicts has proven to lead to higher failure rates 

among family-owned firms (Pawar, 2009). Bhattacharyya highlights another characteristic of 

family-owned firms: “family relationship is the most important factor in determining the position 

a person holds in the business” (2007). Consequently, nepotism might result in management and 

leadership that is not the most optimal fit for the company as opposed to finding leadership from 

external sources. Moreover, as family members own a concentrated share of the company, “the 

controlling owner may expropriate private benefits at the expense of other shareholders” (Bole, 

Habuš, Koman, Prašnikar, 2017). Thus, shareholder expropriation would create a principal-agent 

problem between the family owners and general shareholders and owners may make decisions 

that are suboptimal for firm performance. Thus, these inherent characteristics of family-owned 

businesses likely lead to different performance results compared to non-family-owned firms. 

 

Existing research on family ownership or management on firm performance: 

Present findings on family ownership/management and performance shows mixed results 

depending on the definition of a family firm and the measure of firm performance used. Before 

delving into present research on the correlation between family ownership and firm performance, 

it is important to point out how Lee distinguishes between two ways in which family 

involvement in a firm can be observed: ownership and management (2004). In the former, 

“family members hold a substantial stake of firm assets” and in the latter, “family members 

[commonly] serve as the firm's CEO or fill other top management positions” (Lee 2004). Thus, 

the findings of studies will differ depending on whether they analyze firm performance in terms 

of the degree of ownership or management. Moreover, in addition to ambiguities in defining a 

family firm in terms of equity ownership or the degree of family management, studies differ in 

whether they use marketing and/or accounting measures. The former entails the use of Tobins’ q 
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(TQ) which is defined as a “ratio of market value of equity plus book value of short-term and 

long-term debt to total assets” (Gupta & Nashier, 2017). The latter usually entails Return on 

Assets (ROA), defined as, the “ratio of earnings before interest and taxes to average total assets”, 

as another financial measure of a firm’s performance (Gupta & Nashier, 2017).  

Gill and Kaur in their study on family firms find a positive relationship between family 

involvement in businesses and performance (2015). More specifically, they combined three 

factors to measure family involvement: “ownership, management and governance” to come up 

with a family composite variable (Gill and Kaur, 2015). After defining family involvement in 

terms of whether the CEO is a founding member or a descendant, the degree to which members 

on the board are part of the founding family, and whether family ownership makes up at least 

10% of all the company’s shares, Gill and Kaur find that family involvement in lead to “superior 

firm performance” when using market-based measures such as Tobin’s Q (2015). Moreover, they 

find that a degree of family members, specifically, on the board is associated with improved firm 

performance when measured using the accounting measure of return on assets. Another study of 

US family-owned firms found that “family firms outperform their competitors [...] 

economically” as “family ownership and management tend to enhance cost efficiency and thus 

promote a higher return on investment” (Lee, 2004).  

Some studies show mixed results within the study themselves depending on the measure 

of firm performance used. In Sharma and Chahal’s study on the performance of family-owned 

firms compared to non-family-owned firms, they find mixed results depending on the measure of 

performance (2020). More specifically, when the study used market-based measures, such as 

Tobin’s Q, they found that non-family firms tended to perform better than family firms. In 

contrast, there was no significant difference between family and non-family firms when 

accounting measures of return on assets and net income were used (Sharma & Chalal, 2020).  

Other studies show that family firms are associated with lower performance levels. In a 

study conducted by Gupta and Nashier, they find that “both market and accounting performance 

decline with an increase in family ownership” (2019). They then explain that “family firms may 

suffer from cronyism, executive entrenchment, misaligned interests and family squabbles” and 

these factors may negatively affect firm performance when compared to non-family firms” 

(Gupta & Nashier, 2017). A study of Italian family firms, using total factor productivity as a 

measure of performance at the firm level, found that “family managed firms are about 3.5–5% 
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less productive than non-family-managed firms after controlling for sector [...], age, listing on 

the Stock Exchange, human capital, capital intensity, and ownership concentration” (Cucculelli, 

2014). However, when “considering family-owned firms only, there is no difference in 

performance between outside managers and family managers” (Cucculelli, 2014). Similarly, 

Bhatt and Bhattacharya find that “having a higher proportion of family ownership, family 

representative directors and having professional CEO for family firms” did not show a statistical 

correlation with firm performance, suggesting that family management and performance are not 

necessarily related (2017). 

Yet, all the possible explanations of how characteristics of family firms may lead to better 

or worse performance are only theories as the correlation is difficult to prove empirically. Thus, 

this paper will focus more on a comparison of financial data or family firms vs non-family firms, 

keeping in mind that the characteristics discussed earlier, such as family conflicts or higher trust, 

may explain the differences, however, cannot be proven with certainty. Still acknowledging the 

characteristics of family firms are important so future research can be conducted more in-depth 

and to study each independent variable like degree of ownership, degree of management, 

percentage of shares held by family members to provide insight into organizational behavior 

solutions and help firms maximize their performance. Moreover, none of these studies prove 

whether family firms were more or less resilient during economic shocks like the Covid-19 

pandemic. Thus, this essay will aim to find a possible relationship between family ownership, 

using Sharma’s definition discussed above, and firm financial performance using accounting- 

measures that will be explained below. 

 

Method: 

This study is particularly inspired by Sharma’s study as she analyses companies listed in the 

National Stock Exchange of India Ltd. (NSE) 500 Index from the years 2014 to 2018. This paper 

uses the list of firms from the NSE 500 index only as a starting point. Within the NSE 500 index, 

all firms within the IT industry were selected to keep the industry sector as a constant variable. 

This was done to ensure a fair test as different industries faced different market shocks during the 

pandemic, such as different levels of consumer demand. Comparing companies across a 

particular industry would make the test fairer as these companies likely faced similar market 

shocks and challenges. Only companies that had data available for all years through 2019-2021 
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were selected and the rest were omitted from the data set. This process left a dataset of 24 IT 

firms. Data for all 24 firms were taken from the company annual reports, from the years 2019 to 

2021derived from their respective websites. The annual reports were released on March 31st of 

each year. These firms were then classified as family-owned or non-family-owned using 

Sharma’s definition of family firms as “one where at least 10 percent of the outstanding shares of 

the company are held by the founder and their descendent family members either directly or 

indirectly” (Sharma & Chalal, 2020). Given this definition, the shareholding pattern of each firm 

was observed to see if family members owned 10% or more shares, either directly or indirectly.  

 

Measures of performance: 

Solely accounting measures such as return on assets and current ratio was used to measure the 

financial performance of a firm. The current ratio is derived by dividing current assets by current 

liabilities. A current ratio greater than 1 indicates that a firm has more current assets than current 

liabilities. A low current ratio indicates a problem with liquidity and suggests that a firm may not 

be able to pay its short-term debts. A high current ratio indicates that a firm is more likely to be 

able to meet its short-term debts. The current ratio was chosen over other measures of liquidity, 

such as working capital, because it allows us to account for a company’s size. Moreover, 

measuring liquidity in analyzing the impact of Covid-19 on a firm’s performance due to the 

potential shock to sales and, therefore, current assets. If firms are less able to pay their debt 

obligations, this suggests a potential for bankruptcy in the future. Secondly, return on Assets 

(ROA) is a profitability ratio that was calculated by dividing Earnings before interest, tax, and 

depreciation (EBITDA) by a company’s total assets. ROA values are between 0 and 1 and a 

higher ratio indicates the company is highly efficient in generating profit using its assets. A 

lower net income on the numerator or higher total assets would lead to a lower overall ROA 

value. The standalone balance sheet, rather than the consolidated balance sheet, was used to 

derive these ratios to isolate the performance of the parent company only, directly under the 

influence of family owners or management, rather than the performance of the subsidiary 

companies.  

 

Hypothesis: 
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Overall, this paper hypothesizes that family firms would show better performance, 

especially in terms of the current ratio, whether this is observed as an increase in the current ratio 

or a lesser decrease in the current ratio relative to non-family firms.  Moreover, this study also 

hypothesizes that while both family firms and non-family firms will show a reduced return on 

assets, non-family firms will show a greater decrease in their ROA. Firstly, for the current ratio, 

because family firms are less reliant on volatile stock market fluctuations to fund their operations 

and family members are less likely to withdraw their ownership in a company, this would 

provide family firms with a more stable asset and funding base and, therefore, even if their 

current ratio reduced, it would reduce less than non-family firms. Moreover, because 

family-firms tend to have larger ownership by a single party or manager, this would provide 

monetary incentives to improve performance. This stronger alignment of goals can reduce 

agency costs as family firms coordinate their response to market challenges and can be observed 

in improved firm performance.  

In contrast, because family-firms are more reliant on concentrated family ownership to 

fund their operations, they might have greater risk because the one shareholder bears a larger 

proportion of the cost when profits are low or when the stock market is volatile. Thus, in the 

event that a family member does reduce funding through ownership, it would have a larger 

overall impact on a firm's total assets than if a shareholder with significantly less equity sells 

their common stock. Moreover, non-family firms may show better performance as conflicts in 

family firms are likely to cause decision-making inefficiency during economic hardships. These 

negative effects may work against the performance of family-firms and could potentially 

disprove the hypothesis. Nevertheless, if the hypothesis is true, the data would point to greater 

performance, in terms of the current ratio and return on assets, for family firms while the t-test 

will prove a statistical significance in the differences in firm performance between family firms 

and non-family firms.  

In terms of the overall market impact of the pandemic, it can be assumed that with the 

sudden spike in unemployment in March and April, consumer purchasing powers would have 

decreased leading to lower consumer spending. This is likely reflected as reduced net incomes 

and profitability in a firm’s annual financial report. The reduction in net income, as total sales 

reduce, can be expected to lower both the return on assets ratio and current ratio. Similarly, lower 

sales could reduce accounts receivable and cash, lowering a firm’s current assets, and therefore, 
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its current ratio. At the same time, because of the sudden increased demand for information 

technology during online learning and work at home policies, this might have lead to improved 

sales within the IT sector. These effects are likely to be observable in both family and non-family 

firms. It would be interesting to see how these factors work against each other to affect 

companies’ financial ratios.  

 

Data Analysis: 

 

Figure 1: Graph showing the mean ROA of family  firms vs non owned firms over time 

 

Figure 2: Graph showing the current ratio ROA of family firms vs non-family firms over time 
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In 2019, non-family firms seemed to perform better on both ratios in comparison to 

family firms, shown by the higher mean values 0.314 for return on assets (ROA) and 3.87 for the 

current ratio. In fact, non-family owned firms had a higher current ratio for all years, indicating 

greater liquidity and ability to meet their debt obligations and stay in business in the long run. 

Thus, the data on the graph alone proves the hypothesis. Both family firms and non-family firms 

experienced a slight dip in the current ratio in 2020. However, the mean current ratio of 

family-owned firms in the IT industry had an overall increase from 2.52 in 2019 to 2.77 in 2021. 

In contrast, the mean current ratio of non-family owned firms had an overall decrease from 3.97 

in 2019 to 3.64 in 2021. A decrease in the current ratio would either be due to an increase in 

current liabilities or a reduction in current assets. Moreover, non-family firms had a higher 

standard deviation in the calculation of the current ratio for all years 2019 to 2021 (see Figure 8 

in the appendix). The standard deviation in 2021 was 2.1, which was also the highest of all years. 

This suggests that the decreasing trend in the current ratio for non-family firms is not necessarily 

conclusive due to the high degree of variability. This high variability also suggests that the 

profitability of non-family firms was more volatile during market shocks.  

Just like with the current ratio, in 2019, non-family firms performed better using the 

return on assets measure of profitability. This is shown through the 0.102 difference between the 

mean ROA of non-family firms (0.314) and family firms (0.212). However, in 2020 non-family 

firms showed a significant decrease in their mean ROA to 0.248 (Figure 1). In contrast, family 

firms had a slight increase in their mean ROA value to 0.227. Since the annual report was dated 

March 31st, 2020, the slight dip in financial performance may be attributed to India’s first 

lockdowns in March. However, the annual reports might also have been created too soon to 

reflect the economic hardships of lockdown. With global supply shocks and reducing consumer 

demand, this would have led to a fall in net income and therefore reduced the ROA value. 

However, this does not explain why family firms experienced a slight increase in the mean ROA 

values and might suggest an inherent advantage in their organizational structure. The decreasing 

ROA trend for non-family owned firms and increasing ROA trend for family firms continues in 

2021. Ultimately both groups end with the same mean ROA of 0.232 in 2021, once again 

proving the hypothesis (Figure 1). This may suggest that family firms were more resilient to 

market shocks during the covid pandemic and continued to produce high profitability using their 
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assets. However, to test if the variations of the current ratio and return on assets were due to 

chance, or are significant enough to continue to support the hypothesis, a t-test was later used.   

 

Possible explanations for differences in the ratios: 

Non-family firms may have faced a reduction in the current ratio because they were more 

reliant on the volatile stock market to raise capital. As shareholders withdrew their funding, 

non-family firms may have to borrow from other sources such as banks, increasing their current 

liabilities. The reduced funding by common stock could have also reduced current assets. This 

explains why the mean current ratio of family firms increased while that of family firms 

decreased. Additionally, a reduction in current assets, which would also lower the current ratio, 

could have stemmed from lower inventory levels due to global lockdowns and difficulties 

importing materials, or a reduction in sales. However, an increase in the current ratio, as shown 

by family firms doesn’t necessarily suggest better performance if the source is inventory piling 

up and increasing current assets. As shown by the graph, the ROA of family firms increased each 

year from 2019 and 2021 while the ROA of non-family firms decreased between 2019 and 2021. 

The return on assets ratio could increase because of a decrease in total assets or an increase in net 

income. The increased ROA from family firms might stem from reduced agency costs, an 

alignment of goals, and a greater incentive to maximize profit, making management more 

efficient at generating profit with their assets. While none of the explanations are proven 

empirically and must be read with caution, they are reasonable theories of performance 

differences between family firms and non-family firms. 

 

Testing Data significance: 

To conduct the T-test, the data was reformatted to find the percentage change in the value 

of the current ratio or return on assets for each company from the year 2020 to 2021 (Figure 9 

and 10 in Appendix). The dataset from the year 2019 could be left out from the t-test because the 

2020 annual report was released on March 31 2020 and this was early enough that the effects of 

lockdown and high unemployment aren’t likely to be observable on the companies’ annual 

reports. Therefore, the annual reports released on March 2020 could be considered pre-pandemic 

and the annual reports released on March 2021 could be considered as during the covid 

pandemic. The t-test was conducted twice for the percentage change in ROA for family vs non 
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family firms from 2020 to 2021 (Figure 3) and the percentage change in the current ratio for 

family vs non-family firms from 2020 to 2021 (Figure 4).  

The null hypothesis states the mean of the two samples (family-owned vs non-family 

owned) has no statistical relationship. More specifically, family-owned firms and non-family 

owned firms did not show different firm performances, measured in terms of current ratio and 

return on assets, pre-pandemic, and during the pandemic. The alpha value is 0.05 and since the 

p-value is not less than the alpha, for both the % change in ROA in the % change in the current 

ratio from 2020 to 2021, we fail to reject the null hypothesis. Thus, there was no statistical 

difference in the impact of covid-19 on family-owned businesses and non-family owned 

businesses, and the hypothesis discussed earlier is discredited.  

 

Figure 3: T-test of the % change in ROA of family and non-family firms between 2020 and 2021. 

 

Figure 4: T-test of the % change in current of family non-family firms between 2020 and 2021. 
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Limitations of the study: 

The study conducted should be interpreted and extended with caution due to certain limitations. 

The first limitation lies in the ambiguous classification of family firms and non-family firms as 

this solely depends on the definition used in the study. For example, if family firms were instead 

defined as those in which family members made up at least 10% of the board of directors, several 

of the firms classified as family-owned would then be classified as non-family owned. In this 

case, family-owned firms were defined in terms of management, instead of the ownership 

definition used in this essay. For example, in another study by Bhattacharya and Bhatt, family 

firms were not only identified not only based on “equity ownership of the family members”, but 

also “the presence of family members on the board of directors” which this study did not (2016). 

Moreover, since this definition doesn’t consider family firms to be one where the “Chairman of 

the company is a founder or his descendants”, accordingly, Tech Mahindra would not be 

classified as family-owned because the chairman is the same as the founder (Sharma, 2020). 

Therefore, Bhattacharya and Bhatt would classify Tech Mahindra as a non-family firm. Other 

definitions require different degrees of family ownership. For example, Garćia-Ramos and 

Garćia-Olalla consider family-firms to be families indirectly or directly own at least 25% of the 

firm (2011). Zhou considers family ownership to exist where families have at least 5% 

shareholding (2012). Other studies, like that done by King and Santor, classify family firms as 

one where families have “control” by “holding 20 per cent or more of the firm’s voting shares” 

(2008). This ambiguity defining family firms in terms of direct ownership, indirect ownership, 

voting rights, or management could lead to mixed results in analyzing the performance of family 

firms and would affect our interpretation of whether family firms performed better or worse than 

non-family firms.  

Secondly, there are limitations to using return on assets and the current ratio as a measure 

of a firm’s performance. While ROA is a good measure of a firm’s ability to utilize its available 

assets and convert them to earnings, it does not account for intangible assets. This is particularly 

important in the information technology industry where intangible assets, such as patents on 

groundbreaking software, might greatly increase a firm’s value. Moreover, return on assets does 

not account for borrowed capital which can also be used to generate profit. That being said, ROA 

is a useful indicator of firm performance when comparing companies of the same industry, as 
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this paper has done, as companies from different industries require different amounts of assets to 

operate. Secondly, concerning the current ratio as a measure of performance, perhaps the 

acid-test ratio would have been a better measure of liquidity as it divides quick assets by current 

liabilities rather than current assets. This eliminates the current assets like inventories and 

prepaid expenses that are less convertible to cash and therefore may be a more accurate 

representation of a company’s true ability to meet its short-term debt obligations.  

Moreover, given that the firms chosen for the dataset were taken from the NSE500 index, 

they were more likely to be the most profitable IT firms or large public firms with huge levels of 

assets. This means the firms chosen for the study don’t represent how the average family firm or 

non-family firm might respond to covid-19 or other economic shocks. Perhaps smaller firms are 

more volatile and less able to absorb economic shocks due to a lower overall number of current 

assets and a lack of leverage with governments and banks for financial support. A study found 

that smaller firms were more “vulnerable in general to cyclical shocks” during the Great 

recession than “larger mature businesses” (Fort, Haltiwanger, Jarmin & Miranda, 2013). 

Moreover, because the firms listed on the NSE index are public, unlike private firms, they can 

compensate for a reduction in sales during Covid-19 by issuing common stock. This would not 

only increase their overall asset level, but it means they are more able to raise capital to support 

their short-term liabilities and costs using stockholder’s equity and, therefore, they might be less 

susceptible to changes in market conditions compared to small and medium-sized companies. 

Given the importance of common stock and stockholders’ equity to the firms used in the dataset, 

perhaps return on equity (ROE) might have been another valuable indicator of firm performance 

here as these companies are likely more reliant on selling common stock to raise capital for 

operations. ROE would help reveal how efficient family firms compared with non-family firms 

are at turning stockholder’s equity and shareholder’s investments into profits.  

At the same time, larger companies may be more prone to sudden economic shocks due 

to stock market volatility. Given this, perhaps separating the data into quarterly reports would 

have been more informative as certain quarters had greater market volatility and economic 

slowdowns than others. For example, the share price on the NSE50 index drastically fell towards 

the end of January in 2021 from 14644.7 on January 20 to 13634.6 on January 29 (NSEIndia). 

Similarly, the return on assets ratio was likely lowest in April 2020, due to the sudden spike in 

unemployment, nationwide lockdowns, and decreased consumer confidence and spending. This 
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leaves room for future research to conduct a larger scale more extensive study that would analyze 

the short-term fluctuations in profitability (using ROA) and liquidity (using the current ratio) of 

family-firms and non-family firms.  

Moreover, because the study was limited to companies within the Information 

Technology sector, the data may have not been representative of how the average family or 

non-family firm’s performance, across different sectors, changed during the pandemic. The IT 

sector may have been more resilient to market shocks because of increased demand for 

information technology innovations and software as the world began to move online. The 

necessity of the IT industry during the Covid-19 pandemic could explain why the results of 

pre-pandemic and during the pandemic firm performance were not significant enough for 

analysis. For example, a study looking at stock market volatility during the Covid-19 pandemic 

found that “the idiosyncratic shock” was “positive for telecommunications, healthcare, and 

information technology firms” and firms in different industries had “differentiated the economic 

impact” (FRBSF, 2020). Similarly, a study looking at ‘the impact of Covid-19 on the 

performance of firms on the Indonesian stock exchange’, by Sunitha Devin, found different 

profitability ratios and liquidity ratios varied across industries (2020). More specifically, the 

sectors that “experienced a decrease in the liquidity ratio and profitability ratio” included the 

“property, real estate and building construction” industries (Devin, 2020). Perhaps studying the 

performance of family firms as compared to non-family firms in the tourism or consumer goods 

industry would have produced more significant results and proven a correlation between family 

ownership and performance. While Devin’s study did not distinguish firm performance through 

categories of family firms and non-family, but only by industry, this creates a possibility for 

future research to separate the performance of family and non-family firms by industry sector to 

find a more significant trend in changing profitability and liquidity ratios.  

 

Conclusion 

Overall, while non-family firms within the IT industry showed higher performance, in terms of 

return on assets, and greater liquidity, in terms of the current ratio, for all years, the t-test shows 

there is no statistical difference between their performance pre-pandemic and during the 

pandemic. While the essay is mostly extended to highly profitable firms within the IT industry, it 

does also suggest that during recessionary business cycles there is no significant performance 
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difference between family firms and non-family firms. Future studies can be conducted more 

in-depth with independent variables like the degree of independent directors on the board, 

percentage of voting rights within family members, and degree of equity ownership by family 

members to analyze firm performance across industries. This would not only allow for a larger 

database that is more representative of a population but if these studies show a statistically 

significant correlation between family ownership and management and firm performance, this 

would provide insight into how certain organizational behavior and leadership characteristics can 

help a firm maximize performance, profit, and efficiency.  
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Appendix 

 
Figure 1: Graph showing the mean ROA of family-owned firms vs non-family owned firms over 
time 

 
Figure 2: Graph showing the current ratio ROA of family-owned firms vs non-family owned 
firms over time 
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Figure 3: T-test of the % change in ROA of family-owned and non-family owned firms between 
2020 and 2021. 

 
Figure 4: T-test of the % change in current of family-owned and non-family owned firms 
between 2020 and 2021. 
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Figure 5: Dataset of IT firms in 2019 
 

 
Figure 6: Dataset of IT firms in 2020 
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Figure 7: Dataset of IT firms in 2021 
 

 
Figure 8: Table comparing the mean ROA and current ratio values from 2019-2021 
 

 
Figure 9: % change in current ratio and ROA for family firms from 2020 to 2021 
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Figure 10: % change in current ratio and ROA for non-family firms from 2020 to 2021 
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