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ABSTRACT 
 

 Family companies still dominate business in almost all countries around the 

world, including Indonesia. In various literatures it is explained that families have 

the power to influence and make important decisions for business. This study aims 

to examine the effect of family involvement in business on strategy and CEO 

compensation. In this research, family involvement was measured by using family 

ownership and family management. While, the dependent variables used were 

strategy and CEO compensation. In the addition, company size and company age 

were added as control variables. 

 The sample in this study is non-financial companies listed on the Indonesia 

Stock Exchange from 2017-2020 with total samples are 196 obsevations. The 

sample selection based on the purposive sampling method with the criteria and 

requirements determined by the researcher. The analytical method used in this 

research is multiple linear regression analysis. 

 The results of this study show that family ownership and family management 

have a negative effect on strategy. Moreover, family ownership and family 

management have a positive effect on CEO compensation. The priority of the family 

to prosper and protect the interests of the family makes the company adopt a 

conservative strategy and pay high CEO compensation, thereby showcasing the 

application of behavioral agency theory. 

 

Keywords: family company, family ownership, family management, strategy, CEO 

compensation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


