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Abstract

Family firms play an important role in the economies of developing countries such as 
Indonesia. Proper working capital management is necessary to support the sustainable 
growth of family firms. This study aims to analyze the characteristics of sustainable 
growth and working capital management of family firms. The study analyzes fam-
ily firms by comparing them with non-family firms listed in the LQ45 index of the 
Indonesian capital market. Using quantitative methods, logistic regression is used to 
test the hypotheses. The survey sample covers 280 companies from 2015 to 2022. The 
results of the study show that the elements of sustainable growth of family firms differ 
from non-family firms only in the leverage element. Family firms tend to have lower 
leverage than non-family firms. Family firms tend to have more conservative work-
ing capital management policies for investment and financing than non-family firms. 
Family firms also have longer days of accounts payable outstanding than non-family 
firms, while days of inventory outstanding and days of sales outstanding are not sig-
nificantly different. This study suggests that family firms should implement a moderate 
working capital policy to strengthen sustainable growth rates.
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INTRODUCTION

Family businesses are playing an increasingly important role in the 
global economy. Once overlooked in Western economies, family busi-
nesses are increasingly playing a role in future growth, particularly 
in Asia. Family businesses will account for 40% of the world’s largest 
companies by 2025, a sharp increase from just 15% in 2010 (Björnberg 
et al., 2016). Family businesses are estimated to have an economic im-
pact on global GDP reaching more than 70% (Osunde, 2017).

In Indonesia, most firms are born and grow out of family businesses. In 
fact, many large firms in Indonesia are still family owned even though 
they have gone public. Some family firms have long lives of up to 50 
years or even hundreds of years over several generations (Bennedsen et 
al., 2022). Several other short-lived firms were unable to survive amidst 
environmental dynamics (Yılmaz et al., 2021). Sustainable growth is an 
important strategy in family firms, especially amidst increasingly dy-
namic environmental changes (Bakoğlu & Yıldırım, 2016).

Working capital management policies are important for firm survival 
and profitability, but have not been explored in the literature regard-
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ing practices in family firms (Franzoi et al., 2021; Sah et al., 2022). Several studies have been carried out, 
but more in the context of family firms in developed countries, such as Germany (Franzoi et al., 2021), 
USA (Sah et al., 2022), and China (Bin-Feng et al., 2022). Limited studies in developing countries such 
as Indonesia.  Several of these studies generally find that family firms tend to be conservative in work-
ing capital management, placing greater current assets in asset positions, inventory periods, collecting 
receivables, paying accounts payable, and avoiding risky investments. However, whether conservative 
policies in working capital management have an effect on financial flexibility and sustainable growth in 
family firms is still a research gap. 

1. LITERATURE REVIEW  

AND HYPOTHESIS

Family firms were initially founded by family 
founders as small-scale businesses and then grew, 
developing continuously into large-scale busi-
nesses (Björnberg et al., 2016). The growth in the 
ability of family businesses to produce products 
or services is supported by growth in resource 
capacity (assets, capital). To support sustainable 
growth in capability (sales) and size (assets), it is 
not enough for family firms to only use internal 
capital but to use external capital obtained either 
through debt or selling shares on the capital mar-
ket. Family firms that have gone public generally 
maintain greater family control and ownership 
so that ownership of the firm can be passed on 
to the next generation (Bakoğlu & Yıldırım, 2016; 
Yılmaz et al., 2021). 

Sustainable growth is aimed more at the concept 
of sustainable growth in the life cycle of a product 
or business without losing resources to support 
that growth (Raby et al., 2022; Utami et al., 2018). 
To grow sustainably, firms need assets to expand 
production, expand market share, and expand ex-
isting businesses. Sustainable growth shows the 
ability to grow continuously over one product or 
business life cycle, even over several generations. 
The sustainable growth rate differentiates it from 
short-term growth (actual growth rate) and in-
ternal growth rate (Bei & Wijewardana, 2012; 
Mamilla, 2019; Raby et al., 2022). IGR is more 
than growth supported by own capital, while sus-
tainable growth from a financial perspective is 
optimal growth without running out of financial 
resources and without depending on the use of ex-
ternal finance (Higgins, 1977).

Sustainability is an important aspect of family 
businesses to be passed down over several gen-

erations, so family firms tend not to be interest-
ed in risky short-term profits. A study Bin-Feng 
et al. (2022) in China found that family firms, 
compared to non-family firms, are more focused 
on long-term goals and less interested in taking 
short-term risks. Faccio et al. (2011) family share-
holders are more risk averse than other types of 
shareholders because the investment value is large 
and often undiversified.

Based on the Dynamic Capability Theory (Teece, 
2018; Teece et al., 1997), dynamic capabilities 
are a firm’s core competency to survive amidst 
dynamic environmental changes. Dynamic ca-
pabilities need to be supported by financial flex-
ibility (Yi, 2020). Financial flexibility is the extent 
to which financial resources are able to support a 
business’s ability to survive and seize opportu-
nities amidst environmental changes (Bancel & 
Mittoo, 2011). Financial flexibility requires liquid 
assets that are easy to reconfigure and have low 
financial constraints. Liquid assets come from 
cash holdings, while low financial constraints 
can be seen from low leverage (Altaf, 2024; Islam 
et al., 2019; Setianto & Kusumaputra, 2019). 
Family firms tend to avoid large proportions of 
debt and even tend to have zero leverage (Fardnia 
et al., 2023). This is because debt often reduces a 
firm’s flexibility both to survive in crisis condi-
tions and to capture unexpected opportunities 
from environmental changes. Environmental 
changes are increasingly dynamic, the economic 
crisis, financial crisis, and global pandemic have 
provided many valuable lessons for family firms 
to be more careful in debt policy.

Family businesses tend to be more careful in man-
aging working capital by adopting conservative 
strategies to avoid excessive risk and for the long-
term survival of the firm (Sah et al., 2022). Family 
firms tend to use a conservative approach in work-
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ing capital management for investments. Family 
firms tend to place a larger proportion of current 
assets and avoid risky investments. Family firms 
tend to prioritize long-term business sustainability 
over short-term profits. This makes the proportion 
of AIDs larger than non-family firms. An aggres-
sive working capital policy for investment known 
as Aggressive investment decision (AID) (Meah et 
al., 2021; Pestonji & Wichitsathian, 2019) is char-
acterized by a small proportion of current assets 
compared to total assets. Current assets are used 
for investment activities in the form of research 
and development, equipment, and factory expan-
sion. On the other hand, firms that are conserva-
tive in investment are characterized by a large pro-
portion of current assets compared to their total 
assets. Family firms generally tend to have a larger 
proportion of current assets than current liabili-
ties for financial flexibility and reducing liquidity 
risk (Kayani et al., 2019).

Based on Dynamic Capability Theory (Teece, 
2018), current assets are liquid assets that are 
valuable amidst environmental dynamics. The 
availability of current assets and low leverage 
will increase financial flexibility to survive and 
capture opportunities in environmental chang-
es. Caprio et al. (2020) stated that family firms 
have more cash than non-family firms, with 
an average difference of 2.3 % of total assets. 
Kieschnick et al. (2013) through a study ana-
lyzing US public firms from 1990 to 2006, con-
cluded that the average firm used 27% of their 
assets in working capital. This evidence sug-
gests that family firms are more likely to adopt 
policies that focus on long-term corporate sur-
vival rather than risky growth and profitability. 
However, based on previous studies, it can be 
seen that family firms generally use a conserva-
tive strategy in working capital to be more care-
ful in investment. 

Previous studies (Haron & Nomran, 2016; Kurt 
et al., 2020; Moussa, 2019; Nyeadi et al., 2018; 
Rehman et al., 2017; Tjandra, 2022) suggest that 
debt has a negative impact on working capital 
along with high-interest and installment costs. 
Firms with high debt need to pay higher interest 
and installments, reducing their cash for working 
capital. The higher the debt, the greater the short-
term burden. This will give the firm the poten-

tial to lack the funds needed for daily operations. 
High debt will also reduce financial flexibility for 
the firm. Previous studies (Franzoi et al., 2021; 
Sah et al., 2022) show that family firms generally 
have long inventory periods, longer accounts re-
ceivable payments, and short trade/trade payable 
payment periods. This is done by management to 
maintain relationships with suppliers and buyers 
in business-to-business.

Based on the theory and general review of previ-
ous research, as explained above, family compa-
nies tend to have different sustainable growth ele-
ment characteristics than non-family companies. 
Family companies also tend to be conservative in 
working capital management, which can affect fi-
nancial flexibility.

This paper aims to investigate the component 
characteristics of sustainable growth and working 
capital management. In the context of environ-
mental dynamics, this paper also examines how 
components of WCM affect the financial flexibil-
ity of Indonesia’s developing economy. Based on 
ideas drawn from the literature, this study pres-
ents the following hypotheses to guide empirical 
research:

H
1
: Family firms have different element charac-

teristics of sustainable growth compared to 
non-family firms.

H
2
: Family firms have a more conservative work-

ing capital in investment than non-family 
firms.

H
3
: Family firms have a working capital policy 

that is more conservative in financing than 
non-family firms.

H
4a

:  Family firms have a longer days of inventory 
outstanding.

H
4b

: Family firms have a longer days of sales 
outstanding.

H
4c

: Family firms have a shorter days of payable 
outstanding.

H
5
: A conservative working capital policy has a 

positive effect on financial flexibility.
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H
6
: Aggressive working capital for financing has 

a negative effect on financial flexibility.

H
7
: Inventory days have a positive effect on fi-

nancial flexibility in family firms.

H
8
: Receivables receipt days have a positive effect 

on financial flexibility in family firms.

H
9
: Accounts payable payment days have a neg-

ative effect on financial flexibility in family 
firms.

2. METHODOLOGY

The research objects are firms listed in the LQ45 
index. This study takes the object of firms listed 
in the LQ45 index to observe working capital 
management and sustainable growth levels from 
a strategic aspect amidst environmental dynam-
ics and not due to other performance factors such 
as purchasing wrong raw materials, poor sales, or 
financial difficulties. For example, a conservative 
strategy in working capital management, on the 
one hand, indicates a more careful effort in invest-
ment policy and maintaining long-term relation-
ships with suppliers and customers. On the oth-

er hand, a large proportion of current assets can 
indicate products that are not selling well in the 
market, wrong purchasing policies, or customers 
not paying because of the downturn in the market.

The study was conducted using financial report 
data from non-financial firms listed in the LQ45 
index. Data were obtained through secondary da-
ta in the form of a summary of financial reports 
in the book of the Indonesian Capital Market 
Directory in 2023. Non-financial firms were ex-
cluded from the sample because of different finan-
cial reporting characteristics. Samples were taken 
using historical data from 2015–2022 (8 years). 
The reasons for choosing the sample year are relat-
ed to the uncertainty of the COVID-19 pandemic 
conditions. Based on these criteria, a sample size 
of 35 non-financial firms was obtained from the 
45 firms listed in the LQ45 index, so that in total 
complete data were obtained for 280 sample firm-
observations.The measurement variables are ex-
plained in Table 1.

Data analysis uses panel data regression analysis. 
Panel regression uses a combination of time series 
and cross-sectional data. Therefore, it does not re-
quire the classic tests of regression assumptions 
such as normality test, multicollinearity test, het-

Table 1. Measurement variables

Variable Measurement Reference

Dependent

SGR  

(Sustainable Growth 

rate)

SGRI = RR x ROE

Higgins (1977)RR= Retention Rate = reserve funds
SGRII = NPM x ATO x RR x FL

FAM Family firms = 1, Non-family firms = 0 Franzoi et al. (2021), Sah et al. (2022)

FF

Financial Flexibility, Code = 1, if cash holding is 

above the industry average, DAR is below the 
industry average, Code = 0, others.

Altaf (2024)

Working Capital Management (WCM)

AID Aggressive investment decisions = Total Current 
Assets / TotalAssets

Meah et al. (2021), Pestonji & Wichitsathian (2019)

AFD Aggressive financing decisions = Total Current 
Liabilities / TotalAssets Meah et al. (2021), Pestonji & Wichitsathian (2019)

Days in inventory 
outstanding (DIO) (Average inventory/cost of goods sold)*365 Nwude & Nwude (2021), Meah et al. (2021), Rey-Ares et al. 

(2021), Coleman et al. (2020), Fernández-López et al. (2020)
Days in sales 

outstanding (DSO) (Average Receivables*365)/Sales Meah et al. (2021), Rey-Ares et al. (2021), Fernández-López et 
al. (2020)

Days in payables 
outstanding (DPO) (Average Payables*365)/Cost of Goods Sold Nwude & Nwude (2021), Meah et al. (2021), Rey-Ares et al. 

(2021), Coleman et al. (2020), Fernández-López et al. (2020)

Control Variables

PAN Pandemic Year = 1, others = 0
Size Logarithm of Market Capitalization Meah et al. (2021), Pestonji & Wichitsathian (2019)

Industry Industrial Type Meah et al. (2021), Pestonji & Wichitsathian (2019)
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eroscedasticity test, and autocorrelation test. The 
model of family firm characteristics based on ele-
ments of sustainable growth can be described in 
mathematical equations as follows:

1 2

3 4 6

7 8 1
,

it it it

it it it

it it

FAM NPM ATO

R R LEV PAN

SIZE INDUSTRY

α β β
β β β
β β ε

= + +

+ + +

+ + +

 (1)

1 2

6 7

8 2
.

it it it

it it

it

FAM RR ROE

PAN SIZE

INDUSTRY

α β β
β β
β ε

= + +

+ +

+ +

 (2)

The characteristic model of family firms based on 
working capital management can be described in 
a mathematical equation as follows:

1 2 3

4 5 6

7 8 3
.

it it it it

it it it

it it

FAM AID AFD DIO

DSO DPO PAN

SIZE NDUSTRY

α β β β
β β β
β β ε

= + + +

+ + +

+ + +

 (3)

The model of the influence of working capital man-
agement on financial flexibility can be described 
in a mathematical equation as follows:

1 2 3

4 5 6

7 8 4
,

it it it it

it it it

it it

FF AID AFD DIO

DSO DPO PAN

SIZE INDUSTRY

α β β β
β β β
β β ε

= + + +

+ + +

+ + +

 (4)

where α = intercept, β = slope, and ε = residual. 
The goodness of fit of the model is seen from the 
significance probability parameters of the F-test 
(ρ) and the coefficient of determination (R2). The 
model fits the data if the significance value of the 
F-test (ρ) < 0.05, and vice versa. The Coefficient of 
Determination (R2) shows how far the influence of 
all independent variables is in explaining varia-
tions in the dependent variable. Test the hypoth-
esis with the t-test significance value parameter (ρ). 
There is a significant influence of the independent 
variable on the dependent variable if the t-test sig-
nificance value (ρ) < 0.05, and vice versa.

3. RESULTS

The study results (Table 2) found that the average 
SGR of family firms (mean = 0.22x) was slightly 
lower than the average SGR of non-family firms 
(mean = 0.26x). On average, family firms were 
more conservative than non-family firms, as in-
dicated by a higher average AID and a lower aver-
age AFD. A higher average AID of family firms 
(mean = 0.44x) indicated a higher proportion of 
liquid assets to total assets compared to the AID 
of non-family firms (mean = 0.32x). A lower aver-
age AFD of family firms (mean = 0.21x) indicated 
a lower proportion of short-term debt to total as-
sets compared to non-family firms (mean = 0.24x). 
Family firms were also more conservative in their 
cash conversion cycle with longer DIO, DPO, and 
DSO values.

Table 2. Description of variables
Source: Processed data.

Descriptions SGR(x) AID(x) AFD(x) DIO(days) DSO(days) DPO(days)

All Samples

Mean 0.24 0.40 0.22 81.73 58.34 69.55
Maximum 2.91 0.77 0.70 407.00 384.00 663.00
Minimum –0.26 0.04 0.04 2.00 0.00 1.00
Std. Dev. 0.29 0.16 0.13 72.64 50.62 92.01
Observations 280 280 280 280 280 280

Family firm
Mean 0.22 0.44 0.21 87.48 65.78 68.26
Maximum 2.91 0.77 0.60 407.00 384.00 663.00
Minimum –0.26 0.04 0.05 3.00 1.00 1.00
Std. Dev. 0.29 0.16 0.11 69.48 56.51 87.10
Observations 189 189 189 189 189 189

Non-Family Firms

Mean 0.26 0.32 0.24 69.78 42.88 72.22

Maximum 1.87 0.71 0.70 300.00 178.00 561.00
Minimum –0.26 0.07 0.04 2.00 0.00 1.00
Std. Dev. 0.29 0.16 0.16 77.85 30.26 101.90
Observations 91 91 91 91 91 91
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The pairwise correlation matrix (Table 3) shows 
that the correlation coefficient between the two 
SGR measures (SGRI and SGRII) is 0.235 (ρ < 
0.05). The correlation coefficient between inde-
pendent variables is less than 0.50, indicating that 
there is no high multicollinearity problem so that 
further regression analysis can be carried out.

The results of testing the characteristics of fam-
ily firms based on the level of sustainable growth 
in terms of SGRI (Model I) (Table 4) and SGRII 
(Model III) (Table 5) show that the model results 
do not meet the goodness of fit assumption. This 
means that there is no significant difference in 
the level of sustainable growth between family 
and non-family firms. The Hosmer-Lemeshow 
value (p) is <0.05 for both Model I and Model 
III. This does not meet the model fit assumption 
(empirical data are different from the model), 
even though the Wald-test (p) value is significant 
(<0.05) in Model I.

Based on Table 6, Model I is a logistic regres-
sion model of working capital management in 
family firms (Hosmer-Lemeshow n value (p) > 
0.05). Model II is a logistic regression model of 
working capital management on financial flex-
ibility (Hosmer-Lemeshow n value (p) > 0.05). In 
Model I, the variability of the dependent variable 
that can be explained by the variability of the in-
dependent variable is 18.4% based on Cox and 
Snell’s R Square and 25.8% based on Nagelkerke’s 
R Square. In Model II, the variability in the de-
pendent variable that can be explained by the 
variability in the independent variable is 55.1% 
based on Cox and Snell’s R Square and 75.6% 
based on Nagelkerke’s R Square.

The results of hypothesis testing (Table 6) through 
the Wald test (Model I) show that family firms dif-
fer from non-family firms in terms of using AID, 
AFD, and DPO (ρ < 0.01). These results show that 
Hypothesis 2, Hypothesis 3 and Hypothesis 4c are 

Table 3. Correlation
Source: Processed secondary data.

Variables SGRI SGRII FF AID AFD DIO DSO DPO

SGRI 1

SGRII 0.235** 1

FF 0.218** –0.145** 1

AIDs 0.193** –0.148** 0.724** 1

AFD 0.043 0.271** –0.120* 0.140* 1

DIO –0.032 –0.048 –0.050 –0.052 ,027 1

DSO –0.084 –0.166** 0.131* 0.164** –0.191** 0.019 1

DPO 0.379** 0.647** 0.043 –0.002 –0.320** –0.031 –0.050 1

Note: ** significant < 0.05, * significant < 0.10.

Table 4. Family firm profile in terms of SGRI and SGRI elements

Source: Processed secondary data.

Independent

Variables

Dependent = FAM

Model I: SGRI Model II: SGRI Elements

B Wald Exp(B) B Wald Exp(B)

Constant 1.363 .458 3.909 2.843 1.878 17.167
SGRI .007 .002 1.007
RR .004 .027 1.004
ROE –.021 *** 11.32 .979

SIZE –.028 .012 .972 –.174 .426 .841
PAN –.055 .020 .947 –.124 .097 .883
IND –.094 2.299 .910 –.091 2.096 .913
Hosmer-Lemeshow value 34.267 18.120
P .000 .020
Cox & Snell R Square .008 .053
Nagelkerke R Square .011 .074

Note: ** significant < 0.05, *** significant < 0.01.
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supported. Family firms are generally more conser-
vative in investment by placing greater current as-
sets (AID), a smaller proportion of current liabili-
ties (negative coefficient on AFD), and a lower trade 
payable repayment period (DPO). Other working 
capital components, DIO and DSO, did not find sig-
nificant differences between family and non-family 
firms (ρ > 0.5). These results show that Hypothesis 
4a and Hypothesis 4b are not supported. 

The results of hypothesis testing through the Wald 
test (Model II) show that financial flexibility is dif-
ferent regarding the use of AID and the use of 

AFD (ρ < 0.01). These results show that Hypothesis 
5 and Hypothesis 6 are supported. Working capi-
tal management that is conservative in investment 
and aggressive in financing is followed by higher 
financial flexibility. Other working capital compo-
nents are days in DIO, DPO, and DSO. No signifi-
cant differences were found between family and 
non-family firms (ρ > 0.1). These results show that 
Hypothesis 7 is supported, but Hypothesis 8 and 
Hypothesis 9 are not supported.

Family firms have an AID of e5.415 or 1.787 (x) high-
er than non-family firms. The AFD factor has a re-

Table 5. Family firm profile in terms of SGRII and SGRII elements
Source: Processed secondary data.

Independent

Variables

Dependent= FAM

Model III: SGRII Model IV: SGRII Elements

B Wald Exp(B) B Wald Exp(B)

Constant 1.086 .288 2.962 –.879 .154 .415
SGRII –.983 **3.89 .374
NPM .007 .473 1.007
ATR .338 2.238 1.403
RR .004 .032 1.004
LEV –1.751 ***7.135 .174
SIZE .035 .018 1.035 .324 1.223 1.383
PAN –.015 .002 .985 –.003 .000 .997

IND –.092 2.172 .912 –.093 1.872 .911

Hosmer-Lemeshow value 19.441 11.411
p .012 .179

Cox & Snell R Square .024 .038
Nagelkerke R Square .034 .053

Note: ** significant < 0.05, *** significant < 0.01.

Table 6. Family firm profile in terms of working capital management

Source: Processed secondary data.

Independent

Variables

Model I

Dependent = FAM

Model II

Dependent = FF

B Wald Exp(B) B Wald Exp(B)

AID 5.415 *** 23.857 1.787 27.760 *** 50.153 1.14x10 12

AFD –4.725 *** 15.954 0.009 –17.412 *** 20.264 0.001
DIO 0.001 0.519 1.000 0.001 1.775 1.000
DSO 0.001 6.264 1.000 0.001 1.913 1.000
DPO 0.001 ** 4.374 0.999 0.001 .030 1.000
SIZE 0.374 1.156 1.453 1.063 * 2.720 2.895
PAN 0.201 0.197 1.223 0.167 .059 1.182

IND 0.024 0.077 1.024 0.329 3.372 1.389
Constant –3.093 1.144 0.045 –18.213 10.213 1.230E–08
Hosmer–Lemeshow 9.770 12.054
p .282 0.149
Cox & Snell R Square .184 0.551
Nagelkerke R Square .258 0.756

Note: ** significant < 0.05, *** significant < 0.01.
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gression coefficient of –4.725, meaning that fam-
ily firms have an AFD of e-4.725 or 0.009 (x) lower 
than non-family firms. Family firms have an AFD 
of e-0.001 or 1.001 (x) lower than non-family firms. 
Financial flexibility above the industry average 
has an AID of e27,760 or 1.14x10 12 (x) higher than 
firms with financial flexibility below the industry 
average. Firms with financial flexibility above the 
industry average have an AFD of e-17,412 or 0.001 (x) 
lower than firms with financial flexibility below 
the industry average. 

4. DISCUSSION

There are several findings from this study. First, 
the SGR of family firms does not differ significant-
ly from that of non-family firms. The results found 
that family firms differ from non-family firms on-
ly in the leverage element. These results support 
previous studies (Fardnia et al., 2023) that stated 
that family firms tend to avoid debt and even tend 
to have zero leverage. This is because debt often 
reduces a firm’s flexibility.

Second, family businesses can operate by maintain-
ing the proportion of working capital in the form of 
current assets relative to non-current assets. Current 
assets are liquid assets for a firm’s flexible ability to 
adapt to both seize opportunities and survive amidst 
environmental changes. The results of this study 
found that family firms tend to be conservative in 
working capital management. Family firms tend to 
avoid risky investments and keep larger current as-
sets to avoid liquidity risks that could threaten the 
firm’s survival. Family firms also tend to use lon-

ger inventory cycles than non-family firms to avoid 
risk. These results support previous studies (Sah 
et al., 2022) that stated that family firms tend to 
adopt a conservative strategy by being more care-
ful in managing working capital for a firm’s survival. 
Conservative policies are also needed for financial 
flexibility (Fardnia et al., 2023) and avoiding exces-
sive risks (Sah et al., 2022).

Third, family companies must remain oriented to-
ward long-term relationships with suppliers and cus-
tomers. Family firms are generally more conserva-
tive in shorter DPO periods. The basic reason why 
family businesses use more working capital must be 
seen from the character and focus of the family busi-
ness because family businesses are long-term orient-
ed (Franzoi et al., 2021; Sah et al., 2022). Therefore, 
family businesses value relationships with suppliers 
and customers. Other working capital components 
are days in DIO and DSO. No significant differences 
were found between family and non-family firms. 
Inventory that is too high, on the one hand, main-
tains customer relationships, on the other hand, it 
can be caused by wrong purchasing policies or be-
cause inventory is old or cannot be sold. Too little 
inventory can cause deliveries not to be made when 
there is demand from customers.

Fourth, low leverage is beneficial for family busi-
nesses in terms of financial flexibility. Financial flex-
ibility in family firms is needed to generate sufficient 
cash flow to fund business opportunities and growth 
without endangering its financial stability (Arbogast 
& Kumar, 2018; Ferrando et al., 2017; Marchica & 
Mura, 2010). 

CONCLUSION

This study aims to analyze the sustainable growth profile and working capital management of 280 fam-
ily companies listed on the LQ45 stock index in Indonesia. The results show that the sustainable growth 
rate of family companies is no different from non-family companies. Family firms differ from non-fam-
ily firms only in the leverage element of SGR. Family firms also tend to be conservative in working capi-
tal management. Family firms tend to have larger liquid assets and tend to be more cautious in investing. 
Liquid assets are also liquid assets that are more flexible to survive and capture opportunities from en-
vironmental changes. Family businesses also tend to be conservative in financing. This is because most 
current liabilities will reduce net working capital and financial flexibility. Family businesses also tend to 
have longer debt repayment terms. On the other hand, days in inventory outstanding (DIO) and days in 
sales outstanding (DSO) do not differ significantly between family and non-family firms. Thus, family 
businesses need to implement moderate policies in working capital management in order to maintain 
the existence of sustainable growth, not limited to firms included in the LQ 45 index category. 
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