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JEL Abstract Finding the internationalization triggers of family-managed firms is not easy because
CLASSIFICATION family-managed firms are regarded as being very different to begin with (e.g. Bloom et al.,
M12, M14, M16 2011). In investigating the role of family management, we apply a Spanish sample of 805
family-managed firms to investigate the impact of abandoning family management on export
KEYWORDS propensity. Applying both logit and tobit models, we find the abandonment of family man-
Family firm agement is associated with a fall in export activity (both in export propensity and in export
management, intensity), findings we relate back to managerial theories of the firm. This finding is related to
Management specific features of family managed firms that favour export activity such as greater flexibility
transition, Export and altruism. The conclusions of this work have a number of relevant implications.
propensity
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M12, M14, M16 Abandonando la gestion familiar - Analisis de los efectos sobre las exportaciones

PALABRAS CLAVE

Resumen Encontrar los factores desencadenantes de la internacionalizacion de las empre-
sas familiares no es facil porque, para empezar, las empresas familiares se consideran muy

Gestion de diferentes (por ejemplo, Bloom et al., 2011). Al investigar el papel de la gestion familiar,
?a:]:]?i{?asra:s aplicamos una muestra espanola de 805 empresas gestionadas por familias para investigar el

Transicion de

gestion, Propension

a exportar

impacto del abandono de la gestion familiar en la propension a exportar. Aplicando modelos
logit y tobit, encontramos que el abandono de la gestion familiar esta asociado con una caida
en la actividad exportadora (tanto en la propension exportadora como en la intensidad expor-
tadora), hallazgos que relacionamos con las teorias gerenciales de la empresa. Este hallazgo
esta relacionado con caracteristicas especificas de las empresas familiares que favorecen
la actividad exportadora como una mayor flexibilidad y altruismo. Las conclusiones de este
trabajo tienen una serie de implicaciones relevantes.
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1. Introduction

It is commonly said that one constraint undermin-
ing the performance of family firms, especially in
relation to their international operations, is the
lack of professionalism of family managers who
direct the firm (Samara et al., 2018). This lack of
professionalism may be minimized by some fac-
tors, such as previous managerial experience. In
this context, Geldres et al. (2016) and Casillas
and Moreno-Menéndez (2017) review an exten-
sive literature stressing the role of knowledge
acquired by the firm’s managers, particularly in
export markets and their presence in interna-
tional networks.

Accordingly, this question of family firms and
internationalization deserves further atten-
tion. According to the research line followed by
Monreal-Pérez and Sanchez-Marin (2017), we en-
deavour to answer a closely connected question
- should we expect that firms remaining under
family-management will experience a higher ex-
port activity (both export propensity and export
intensity) than firms which depart from family
management? We argue that the answer may be
yes. Our reasons are twofold. The first reason to
expect differences in the export activity of fam-
ily-managed and firms not under family manage-
ment, has to do with the characteristics of firms
guided by family members - the higher flexibility
and trustworthiness of such firms (Casillas et al.,
2010; Kontinen & Ojala, 2010, 2011; Merino et
al., 2015; Segaro, 2010). Strengthening this ar-
gument, the Stewardship Perspective (SP) states
that the long-term perspective of family firms
and their perceived higher social capital and
commitment are traits which favour exports (Da-
vis et al., 1997; Miller & Le Breton-Miller, 2005;
Miller et al., 2008).

Despite extensive work in the internationaliza-
tion literature on family firms and how their gov-
ernance might impact internationalization (Alayo
et al., 2020; Casprini et al., 2020; De Massis et
al., 2015), no study has yet demonstrated what
happens when a family firm decides to abandon
or retain family control of the business.

We answer this question using a panel of 805
firms, 61 of which changed their management
status during the period 2012-2013. The data was
extracted from the Encuesta Sobre Estrategias
Empresariales (ESEE) - an annual survey of Span-
ish firms. Using a Logit technique, we find that
abandoning family management implies a fall
in export propensity, contrary to the view that
the lack of professionalism of family managers is
detrimental to exporting (Arregle et al., 2017),
given the perception that family firms tend to
hire family members regardless of their abilities
(Samara et al., 2018).

Our paper is set up as follows. We first outline
the theoretical framework before formulat-
ing our testable hypothesis. Then, we present
our research methodology before describing our
data, the variables used and the econometric
model. This is followed by the analysis section
before we conclude in a final section.

2. Theoretical Framework and Hypothesis
Proposal

Do certain management modes within small firms
encourage exporting? The management of firms
is just one characteristic which is attracting in-
creased attention from economists (e.g., Bloom
et al., 2011). Yet, Benavides-Velasco et al. (2013)
have pointed out that the internationalization of
firms is one source of differences between firms
and the way they are managed, a point that re-
searchers need to consider in their work.
Despite the accumulating literature on the rela-
tionship between family managed firms and in-
ternationalization, there is a lack of consensus
about whether family managed firms are more
likely to export. A number of recent reviews
have been published so far about the relation-
ship between family firms and internationaliza-
tion (Alayo et al., 2020; Arregle et al., 2017;
Casillas & Moreno-Menéndez, 2017; Casprini et
al, 2020; Kontinen & Ojala, 2010; Metsola et al.,
2020).

For example, whereas some studies (Kontinen &
Ojala, 2011) find that the small size and flexibil-
ity of management teams in family firms allow
them to react quickly to new international op-
portunities, others (Gomez-Mejia et al., 2010;
Miller et al., 2008) conclude that family firms
exhibit lower levels of internationalization than
non-family firms due to their concern with pre-
serving the family control of the business. These
contradictory results have possibly to do with the
different characterization of family governance,
research methodology and samples used.

The Stewardship Theory (Davis et al., 1997; Mill-
er et al., 2008) and the Socioemotional Wealth
(SEW) Theory (Gomez-Mejia et al., 2007, 2011)
both have a lot to say on the subject of risk-
taking, in general, and more specifically on the
type of risk-taking which is associated with sell-
ing products on foreign markets and drawing on
skills which the current family-managers do not
possess.

Overall these theories are ambiguous regarding
the overall willingness to export of family- vs.
non family-managed firms. From the SEW per-
spective (Gomez-Mejia et al., 2007, 2011), it is
our expectation that family managed firms favour
a reduction in exporting since families are keen
to retain their grip on management.
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Nevertheless, we rely more on the Stewardship
Perspective (SP) that predicts an exporting premi-
um to family-managed firms if the long-term per-
spective of such firms and their perceived higher
social capital and commitment help them to enter
new overseas markets (Davis et al., 1997; Miller
and Le Breton-Miller, 2005; Miller et al., 2008).
Moreover, Kontinen and Ojala (2011) show that
the small size and the flexibility of the manage-
ment team within family-managed firms help
them to respond quickly to new international
opportunities. Studies based on the Stewardship
Perspective predict that resource shortcomings
for family-managed vs. non family-managed firms
are more than compensated by higher family spe-
cific resources, like trust, altruism, social capital
and network ties (Casillas et al., 2010; Merino et
al., 2015; Segaro, 2010).

In this vein, Merino de Lucas et al. (2015) argue
that maintaining a family perspective may ex-
plain why family firms are more internationalized
than their non family counterparts. Specifically,
these authors find that it is the culture dimension
(the connectedness between the firm’s members
with the values of the firm) which makes it easier
for family firms to export.

Taking all these arguments into account, we pre-
dict that family management may favour the firm
export activity, arguing that the change from
family management to non family management
may restrain the firm export activity. This leads
us to propose the following two hypotheses:

H1: The abandonment of family management (to
non family management) implies a fall in the
firm’s export propensity

H2: The abandonment of family management (to
non family management) implies a fall in the
firm’s export intensity.

3. Methodology

In the section that follows, we first present a
logit model which takes export propensity as
the relevant outcome. Secondly, we introduce
our model for export intensity, applying a tobit
model. Finally, we present our sample and data,
describing each measure used.

3.1 Logit and tobit method

Our methodology applies first a logit and then
a tobit approach, depending on the nature of
the dependent variable. For binary-categorical
dependent variables, such as export propensity,
the logit model is favoured, while for export in-
tensity (a continuous measure), Tobit is the pre-
ferred choice. For the case when a dummy is the
dependent variable (as in our case, Export Pro-

pensity) linear probability models (LPM) like the
logit one, are the most widely used models for
estimating the functional relationship, while when
the estimated probability values fall outside the
range of “0” and “1” because the dependent vari-
able is a quantitative one, the Tobit model allows
us derive consistent and asymptotically efficient
predictors (Guneri & Durmus, 2020).

Our most important variable of interest (see also
Section 3.3 below), Abandon, is coded as 1 for a
firm which departed from family management in
the 2012/2013 period. Otherwise, it is coded as 0.
One advantage of the Logit estimation is that it
is very straightforward to use and more directly
comparable with other studies. The model speci-
fication is as follows:

L if Bo Control,_, + f; Abandon,_;
EP;, = to+ &, 20, i=1,..,n t=1,..,T;;
’ 0, otherwise !

Where E,. represents the export propensity of
firm i in period t; the control variables (i.e., age,
size, and R&D invests, all within the period t-1);
the explanatory variables corresponding to the
firm i during period t-1 are “Abandon” (defined as
the switch from a top-management team which
includes a family member to a total absence of
any family member in the team). ai captures the
unobservable differences among the firms; and
finally, €it is the error term. We assume that ai
and it are uniformly, independently and normally
distributed, with a mean of zero and variances of

Oé and © ﬁ, respectively. Additionally, we assume
that ai and ¢it are independent of (xi1, xi2,...,
xiT). It is important to consider only family man-
aged firms in our analysis.

Secondly, the consideration of Export Intensity
(El) as the dependent variable suggests a tobit
specification with the same explanatory variables
appearing in the logit model, whose form is:

El; = Bo+PiCont,_y + fyAbandon,_, +;+ &;;
i=1.,n t=1,.,T;

Again, only family managed firms are considered.

3.2. Sample and data description

We first describe the data that we used to esti-
mate the relationship between abandoning fam-
ily-management and exporting before examining
individual variables featured in our analysis.

Our study focuses on a sample of Spanish firms
from the well-known database Encuesta Sobre Es-
trategias Empresariales (see also Caldera, 2010;
Merino et al., 2015).

The Encuesta Sobre Estrategias Empresariales
(ESEE) which translates as the Survey of Span-
ish Business Strategies, is an institutional data-
base (compiled by the Spanish Ministry Industry
and the SEPI Foundation) annual survey. It elicits
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over 100 questions in an annual survey which is
administered to about 1,800-2,000 firms compris-
ing over 10 employees. The ESEE takes a broad
sample of firms each year and on average has a
response rate of 90 percent.

From the ESEE database, for the period 2012-
2014, we extracted a sufficiently large sample
of firms that departed from family management.
Management (most stringent definition) implied
that the family owning the busines, also exer-
cised control over its daily operations. We man-
aged to obtain a sample of 61 firms which de-
parted from family management in the 2-year
period 2012 to 2013 and whose export incidence
was subsequently recorded for 2014.

3.3. Variables

Here we define each of our variables in turn.
Family managed firm. Our definition of family
managed firm depends on the likely involvement
of family members in decision making (Fernan-
dez & Nieto, 2005). Moreover, we believe that if
the firm is managed by at least one family mem-
ber (Banalieva & Eddleston 2011; Faccio & Lang,
2002), such a decision is also likely to correlate
with active involvement in the firm’s opera-
tions (Chrisman et al., 2012; Gomez-Mejia et al.,
2010). Thus, we coded family firm as a dummy

Table 1: Description of the sample

Export
propensity

Abandon family management
(n=61;7,6%)

Retain Family Management (n = 744; 92.4%)

Total (n = 805; 100%)

'Only family managed firms are selected.

variable which takes the value 1 when a familiar
group is actively involved in the management of
the firm and 0 otherwise.

Abandon (Firms leaving family-management). We
approach this question in two ways. In the first
way, we examine a subset of firms which started
out being family owned in the years 2012 and 2013
(‘fam’ = 1). Over this two year period, some of
these firms shift away from family management
(‘fam’ = 0). We then end up with a variable called
Abandon (coded 0 for 744 firms which remain un-
der family-management and coded as 1 for the
61 firms which depart from family-management).

0.6037736

0.658147

0.6540084

This variable is included in the Logit regression to
help explain exporting in the 2014 period.

Export activity. Following previous studies on
business internationalization (Fernandez & Nieto,
2005; Katsikeas et al., 2000), we measure the
firm’s export activity by assessing both the firm’s
export propensity (which is a categorical variable
that indicates whether a firm has exported during
the period under consideration) and the export
intensity (percentage of exports to total sales).
Control variables. In our Logit estimation we use
a set of covariates which are shown in other stud-
ies and the literature to explain the firm’s export
propensity (see Sousa, 2008, for a detailed re-
view of such determinants). Accordingly, three
control variables were employed:

First, firm size corresponding to the firm’s total
number of employees at year end; second, firm
age which is simply the number of years since the
firm was incorporated, and finally R&D, that is
the percentage which represents total expenses
on R&D to sales volume.

4. Results
4.1. Descriptive results

Our data which is taken from the Spanish ESEE.
We now describe this sample in greater detail1:

Export

intensity Age Size R&D

0.2031524  31.74286 97.98361 0.0061035
0.2462038  31.13758 65.56891 0.0061238
0.2108989  31.31608 69.05913  0.0063691

As can be seen in Table 1, family managed
firms that abandon family management export
less than firms that remain family managed.
This drop confirms our expectations in H1 and
H2 given by the SP and is contradictory to the
usual belief that family managed firms export
less due to their lack of professionalism (Sa-
mara, 2018). To estimate these impacts more,
we rely on the Logit estimation results.
Accordingly, we show the correlation values
of the variables contained in the Logit (Table
2) and Tobit regressions, respectively (Table
3):
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Table 2: Pairwise correlation’ (export propensity as dependent variable)

Export propensity Abandon
Export propensity 1.0000

Abandon -0.0307 1.0000
Size 0.1967* 0.0522
Age 0.2110* 0.0090
R&D 0.1584* -0.0002
'Only family managed firms are selected.

*p < 0.05.

Size Age R&D
1.0000

0.1757* 1.0000

0.1116* 0.0817 1.0000

Table 3: Pairwise correlation’ (export intensity as dependent variable)

Export intensity ~ Abandon

Export intensity 1.0000

Abandon -0.0190 1.0000
Size 0.1835* -0.0337
Age 0.1784* -0.0058
R&D 0.1492* -0.0166
'Only family managed firms are selected.

*p < 0.05.

As can be seen in Table 2 and Table 3, all the val-
ues lie below 0.56, which is the maximum value
recommended for the test of multicollinearity
(Leiblein et al., 2002). In addition, to evaluate
the impact of these correlations, we tested for
the variance of inflation (VIF)! resulting in a max-
imum of 1.05, indicating the absence of multicol-
linearity (Baum, 2006).

4.2. Estimation results

First, we estimate a panel Logit model to explain
the post-transition differences in export propen-
sity between family-managed firms and those
which depart from family management. All co-
variates are expressed at the firm-level.

Table 4. Logistic regression results

Dependent variable: export propensity

Size Age R&D
1.0000

0.1389* 1.0000

0.1352* 0.0488 1.0000

As Table 4 and Table 5 show, the results for
our logit and tobit estimation reveal that firms
which depart from family-management are less
likely to export in the future. This result, at
face value, ties in with the results for the sum-
mary statistics in Table 1. We recall from Table
1 that generally firms under family-management
were seen to be more likely to export and with
a higher intensity than firms which abandoned
family-management. This result supports our
two research hypotheses.

We can briefly comment on the other covariates
in the regression model. Unsurprisingly, firms
with positive exporting (lagged) are more likely
to export into the future. The other covariates

Coefficent Standard error z P>|z|
Abandon -0.8393089 0.4403559 -1.91 0.057
Size 0.0219777 0.0038701 5.68 0.000
Age 0.0200925 0.0076633 2.62 0.009
R&D 26.84353 11.25637 2.38 0.017
Constant 0-.839386 0.2495291 -3.36 0.001
N 521
LR chi? (Prob > chi2) 112.72 (0.0000)
Pseudo R? 0.1688
Log likelihood -277.52601

Secondly, and identically that what has been
done above, we estimate a panel tobit model to
explain the post-transition differences in export
propensity between family-managed firms and
those which depart from family management.

behave as expected and in a way consistent with
other studies (Barrios et al., 2003; Greenaway
and Kneller, 2008; Sousa et al., 2008; Wagner,
2001). Size, age and R&D activity are correlated
positively with future exporting.

1. Maximum VIF for each independent variable: Abandon=1.00; R&D expenditure=1.03; Firm age=1.02; Firm size=1.05
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Table 5. Tobit regression results

Dependent variable: export intensity

Coefficient Standard error z P>|z|
Abandon -0.4172353 0.2529524 -1.65 0.099
Size 0.0086395 0.0014254 6.06 0.000
Age 0.0110927 0.0040807 2.72 0.007
R&D 13.06677 5.153519 2.54 0.011
Constant -0.3396389 0.1350802 -2.51 0.012
N 521
LR chi? (Prob > chi?) 98.02 (0.0000)
Pseudo R? 0.1468
Log likelihood -284.87859

5. Conclusions and Implications

Family management is often said to constrain
the performance of firms. It is argued that fam-
ily members are selected for management roles,
not necessarily on the basis of their competence
but due to their privileged position as mem-
bers of the business owner’s family (Samara et
al., 2018). Moreover, from the SEW perspective
(Gomez-Mejia et al., 2007, 2011), it is argued
that family managed firms decrease their export-
ing since families want to maintain their grip
on management. We explore these arguments,
searching for evidence of these predicted effects
in our sample.

What we find is that firms that abandon family
management experience a drop in their export
propensity. A possible explanation for these dif-
ferences in export propensity is the Steward-
ship Perspective that small and flexible family-
managed firms are better equipped to respond
quickly to international opportunities.

Moreover, lack of appropriate experience is ar-
gued to be one of the factors suggesting a lack
of professionalism among family managers (Gel-
dres et al., 2016). This argument is in line of the
study of Merino de Lucas et al. (2015) which de-
parts from the family perspective, showing how
the experience dimension is one of the main driv-
ers of the internationalization of family firms.

In results which tie in with the above explana-
tion, Sanchez-Marin et al. (2020) argue that
greater family involvement in management can
underline the family firm’s desire for long-term
survival, eventually overcoming the risk aversion
linked to internationalization, and so positively in-
fluencing the firm’s likelihood of exporting and de-
veloping new products (Gomez-Mejia et al., 2010).
Not only is the group of firms which depart from
family management likely to contain within-
group heterogeneity, so also is the Abandon
group. This is because family-management rep-
resents a continuum which runs from moderate
family-ownership to high family-ownership (Naldi

& Nordquist, 2008) and the differences in the
degree to which the family influences the day-
to-day operations of the business influence the
firm’s export behaviour (Merino et al., 2015;
Sanchez-Marin et al. 2020). However, a goal for
future research might be to replicate the analysis
while controlling for further sources of group het-
erogeneity within the group of firms which leave
family management. What are the broader impli-
cations our findings? Specifically, Sciascia et al.
(2012) show that international behaviour follows
an inverted U-shape depending on the extent
of family influence within the firm’s ownership
structure: moderate family ownership favours
internationalization, but when such ownership is
extremely high, this is unhelpful to internation-
alization.

Moreover, it would be interesting to regard our
export findings through a different lens - that of
authority and the ultimate goals of family busi-
nesses. Through a learning process, family firms,
given the owners’ higher authority, wealth con-
centration and pursuit of nonfinancial goals, are
able to more efficiently leverage their exposure
to foreign markets (Freixanet et al., 2018, 2020).
A further issue that needs to be explored in fu-
ture work is dealing with the internationalization
of family businesses over time. Since internation-
alization and family management are dynamic
concepts (Metsola et al., 2020), it would be in-
teresting to investigate the impact of switching
from family management over time.

Despite its limitations, our study should be
viewed as a first attempt to explore some of the
dynamics behind a firm’s decision to leave fam-
ily-management and the impacts on the firm’s
subsequent export status.

Why is our finding relevant for industrial policy in
Europe where firms are struggling to compete in
a period of economic recovery? To say anything
meaningful about policy, we need to understand
some the wider economic context for the Span-
ish firms on which our analysis is based. After a
period of shrinking GDP due to the COVID-19 cri-
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sis and of high unemployment (spiralling to 20-
25 percent), selling abroad has become an im-
perative for firms which need to compensate for
sluggish domestic demand. The growth of Spain’s
major trading partners such as Germany is seen
as an important stimulant to Spain’s exporters.?

Our finding that firms moving from family-man-
agement experience a drop in export propensity
and intensity comes at an important time for
Spain’s enterprises. This is especially true, when
we attempt to understand the impact of manage-
rial shifts within firms. Researchers such as Bena-
vides-Velasco et al. (2013) have pointed out that
the internationalization of firms is a consequence
of the uniqueness of these firms. In a framework
which seeks to control for some of these selec-
tion effects, we have demonstrated that family
management exercises a significantly positive
impact on a firm’s internationalization activities.
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