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Abstract Gallo and Sveen, in 1991, problematized whether family businesses can implement fac-
tors facilitating internationalization. Focusing on innovation, export and growth-expectation in a
family business, we consider how these three outcomes are aligned, with a coupling that may be
loose or tight, a synergy that benefits the business. This raises a further issue, is governance of a
business affecting not only each of the outcomes, but also their coupling? A representative sample
of 530 businesses in Iran was surveyed in 2018 for Global Entrepreneurship Monitor. Innovation,
export and growth-expectation are found to be lower in family businesses. Coupling between
innovation and export, and also between export and growth-expectation, are found to be looser
in family businesses. Findings suggest that coupling among performance outcomes in family busi-
nesses can feasibly be tightened, thereby reinforcing performance. The findings contribute to
ways of enhancing performance endeavors of family businesses with practical implications as
advocated by Gallo and Sveen.

Empresas familiares y no-familiares en Iran: acoplamiento entre innovacién, internacion-
alizacion y expectativas de crecimiento

Resumen Gallo y Sveen, en 1991, se plantearon si las empresas familiares podian implementar
factores que facilitasen la internacionalizacion. Centrandonos en la innovacion, las exportaciones
y las expectativas de crecimiento en la empresa familiar, consideramos como estos tres factores
se alinean, con un acoplamiento que puede ser débil o fuerte, una sinergia que beneficia al ne-
gocio. Esto plantea una cuestion adicional: ;la gobernanza de una empresa puede no solo afectar
a cada uno de los factores, sino también a su acoplamiento? Una muestra representativa de 530
empresas de Iran fue encuestada en 2018 para el Global Entrepreneurship Monitor. Se demues-
tra que la innovacion, las exportaciones y las expectativas de crecimiento son menores en las
empresas familiares. El acoplamiento entre innovacion y las exportaciones, y también entre las
exportaciones y las expectativas de crecimiento, son mas suaves en las empresas familiares. Los
hallazgos sugieren que el acoplamiento entre los resultados en las empresas familiares pueden ser
fortalecidos, reforzando asi la rentabilidad. Los resultados contribuyen a mejorar la rentabilidad
de las empresas familiares con implicaciones practicas, como lo defienden Gallo y Sveen.
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1. Introduction

Miguel Angel Gallo and Jannicke Sveen contrib-
uted a seminal manifesto, Internationalizing the
Family Business: Facilitating and Restraining
Factors (1991). They suggested that if a family
business “is unable to take advantage of the fac-
tors that facilitate internationalization or over-
come the factors that restrain it, the process
will probably fail” (p. 181). With this suggestion,
they identified a gap in our knowledge of fam-
ily business and emphasized the importance of
filling the gap. Moreover, they set an agenda for
research on facilitating and restraining factors
of internationalization of family business. A re-
view of the three decades of research on family
firms internationalization by Debellis and cowork-
ers also points to the earliest article as that of
Gallo and Sveen in 1991 (Debellis et al., 2021).
Still, identifying factors facilitating and restrain-
ing internationalization remains a gap in family
business research which continues to draw atten-
tion of researchers (Casillas & Moreno-Menéndez,
2017).

Standing on their shoulders, we here focus on
a factor that expectedly facilitates internation-
alization of a family business. We hypothesize
that internationalization will be facilitated by
coupling internationalization with innovation and
with the pursuit of growth of the business. Let us
elaborate on the strategy of pursuing outcomes
with a coupling.

If you watch the members of the board in a meet-
ing in a family business, you witness that family
considerations and traditions enter into a wide
range of decisions. In a family firm, board mem-
bers, the CEO, and even executive senior directors
are usually members of the same family. Conse-
quently, they will make decisions, strategies and
goals, which appear to be different from those
in non-family businesses (Soler et al., 2017). The
family firm affects business through participation
in the board of directors and management teams
(Casillas & Moreno-Méndez, 2017). Bodolica et al.
(2015) found that a specific strategy for manag-
ing family-business boundaries is able to retain
an optimal governance configuration for securing
its continued success. Moreover, the goals adopt-
ed by managers will affect performance. Shapiro
et al. (2015) concluded that corporate govern-
ance affects innovation. Conversely, prominence
of family members in managerial positions may
constrain international entrepreneurship pro-
cesses (Alayo et al., 2019; Boellis et al., 2016).
Following this, Bauweraerts et al. (2019) found
a negative effect of CEO on the export scope.
This raises the question of whether family firms’
decisions work better. Martinez and colleagues
(2007) found that public family firms perform

better than public non-family firms according to
evidence from public companies in Chile. Accord-
ing to Singh and Gaur’s study (2013) governance
matters for innovation and internationalization
strategies as performance outcomes of firms.
However, family participation in governance may
have a negative effect on innovation input and a
positive influence on innovation output (Matzler
et al., 2015). But the performance of a company
is multi-dimensional, so it is important to consid-
er how governance will affect performance out-
comes, notably innovation, exports, and growth-
expectations. We elaborate on this by adding a
focus on coupling among outcomes.

Coupling between innovation and financing in a
business is a capability (Wang & Schett, 2020).
Coupling among performance outcomes can be
an advantage in accord with Gallo and Sveen’s
manifesto (1991). Coupling is of importance for
facilitating and reinforcing internationalization.
Thus, we pose a research question: what are
the effects of family versus non-family govern-
ance upon innovation, internationalization, and
growth-expectations? Specifically, what is the
effect of governance upon coupling among out-
comes?

This research question is here addressed by ana-
lyzing effects of family vs non-family governance
and three-fold performance. We analyze effects
of governance on performance outcomes, then
coupling among outcomes, and then analyze how
governance moderates coupling.

A major contribution of our study is an account
of how coupling among outcomes differs between
family businesses and non-family businesses. Spe-
cifically, a contribution is to show that coupling is
loose within family businesses and tighter within
non-family businesses, at least in our studied so-
ciety, Iran. Our examination of coupling between
internationalization and other performance out-
comes thereby contributes to the research direc-
tion initiated by Gallo and Sveen (1991).

The following sections describe the theoretical
perspective on family versus non-family govern-
ance and performance, develop hypotheses con-
cerning effects of governance on performance,
describe our research design, and report results.
The conclusion elaborates our contribution to the
agenda set by Gallo and Sveen (1991).

2. Theoretical Perspective on Family
Governance and Performance

Family firms differ from non-family firms in some
ways such as their objectives, corporate gov-
ernance, and entrepreneurial behavior (Love
& Roper, 2013), which can be caused by fam-
ily traditions and orientation to different val-
ues (Kirsipuu, 2013). Family business in terms of
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ensuring its continuity over several generations
is a sample of an arduous task in order to build
a firm (Gallo, 2021). Moreover, goals are of im-
portance in the prediction of firm performance
(De Massis et al., 2018). Family firm goals com-
prise both family-centered and business-centered
goals (Chrisman & Patel, 2012). Family goals and
business-centered goals are financial such as fi-
nancial gains or non-financial in nature like posi-
tive self-image and well-being (Binz et al., 2017;
Dyer Jr & Whetten, 2006; Gomez-Mejia et al.,
2007). Family ownership interacts with the pres-
ence of non-economic goals to gain economic
benefits and influence firm performance (Ran-
dolph et al., 2019). Firms may direct their inno-
vation strategies to support long-term survival in
support of dynastic succession intentions, rather
than maximizing profits (Chrisman & Patel, 2012;
Gomez-Mejia et al., 2011). Family business goals
are formed and outcomes are achieved through
mechanisms (Basco & Calabro, 2017; De Massis et
al., 2018; Williams Jr et al., 2018).

Governance, and resources of family firms are
the main determinants of outcomes, the continu-
ation of family involvement, firm survival and
renewal, and financial performance (Chrisman et
al., 2013). Family control has an important im-
pact on entry modes (Sestu & Majocchi, 2020).
An increase in ownership concentration has a
positive impact on innovation (Shapiro et al.,
2015; Singh & Gaur, 2013). Family participation
in governance has a negative effect on innova-
tion input but a positive influence on innovation
output (Matzler et al., 2015). The influence of
family governance on performance is moderated
by the nature of new products introduced (Cuc-
culelli et al., 2016).

Family firms perform better (Basco, 2014; Mar-
tinez et al., 2007) when following a product dif-
ferentiation strategy and balance their family
and business-oriented decision-making (Basco,
2014). While non-family firms develop rapidly to
attract outside resources, family firm proprie-
tors adopt a cautious approach to growth (Kotey,
2005). Non-family small- and medium- enterpris-
es (SMEs) focus on broader network relationships,
such as universities, public institutions, and fair
trade organizations (Basco & Calabro, 2016). As
this brief review indicates, studies of the effect
of governance on outcomes have mostly conclud-
ed that family businesses perform less well than
non-family businesses, in terms of innovation,
exporting, and profit, partly because family busi-
ness are less focused on such outcomes.

What, then, is the coupling among performance
outcomes? Both financing and innovation are im-
portant for a new venture to succeed and cou-
pling between innovation and financing is a capa-
bility (Wang & Schett, 2020). Given Chou and col-

leagues’ study (2016), coupled open innovation
is positively related to incremental performance
outcomes but not with radical outcomes.

Family businesses play a critical role in the eco-
nomic development as well as globalization ef-
forts of their countries, which is of importance
(Yildirim-Oktem, et al., 2018). The favorable
ownership structure of a company reinforces the
positive impact of research and development
abilities on internationalization (Singh & Gaur,
2013). Family firm prevalence has a moderator
positive impact on export performance (Carney
et al., 2017), and also the presence of non-family
and family businesses moderates the relationship
between family ownership and internationaliza-
tion strategy (Ray et al., 2018). Networking in
the transnational sphere and in the sphere of
business operations promotes outcomes such as
innovation, exporting, and growth expectations.
As this brief review indicates, performance out-
comes tend to be loosely coupled, and rarely
tightly coupled. Family businesses behave differ-
ently compared to non-family firms due to fam-
ily traditions and orientation to different values.
Non-family businesses focus on their financial
performance, whereas family businesses focus
both on financial performance and on creating
socio-emotional well-being for the family. The
lesser focus on financial performance in fam-
ily businesses implies, theoretically, that family
businesses have lower performance outcomes in
terms of innovation, exporting and growth-ex-
pectations. The stronger focus on financial per-
formance in non-family businesses also implies,
theoretically, that coupling will be weaker in
family businesses.

The theoretical perspective on governance and
performance is three-fold. First, governance af-
fects performance outcomes. These effects are
the three thick arrows in Figure 1. Second, per-
formance outcomes are coupled. Their coupling
is the three medium thick arrows. Third, govern-
ance moderates coupling among outcomes. These
moderating effects are the three thin arrows.

Innovation

Governance 2

—l___
wing

H3 He

Growth-
expectation

Figure 1. Hypothesized effects
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The scheme indicates hypotheses to be developed in
the next section.

3. Hypotheses

3.1. Family vs non-family governance affecting
performance outcomes

3.1.1. Governance affecting innovation

Is governance affecting innovation, i.e., does in-
novation differ between family businesses and
non-family businesses in Iran?

Theorizing around innovation in family business
revolves around risk and uncertainty. Family busi-
nesses tend to be averse to risk and avoid uncer-
tainty. But innovative work is inherently risky and
uncertain. Therefore, theoretically, family busi-
nesses may avoid innovative work. Let us elabo-
rate and consider the evidence before specify-
ing the hypothesis. Innovation plays a significant
role in family and non-family firms (Price et al.,
2013). Family businesses differ from non-family
ones in product innovation and the innovation
process (De Massis et al., 2015). Family firms may
be more innovative than non-family firms (Tolba
et al., 2020) and (Llach & Nordqvist, 2010), have
a higher propensity to invest in innovation (Clas-
sen et al., 2014), and benefit from innovative ori-
entation (Lodh et al., 2014).

The distinctive strategic goals of the family firm
are driven by the family’s willingness (De Massis
et al., 2018). The family member as owner and
manager results in a higher propensity towards
initiatives (Boellis et al., 2016). The difference
between family and non-family business in their
innovation, in several other countries than Iran,
leads us to specify our first hypothesis about
businesses in Iran:

Hypothesis 1. Governance affects innovation, in
that family businesses innovate less than non-
family businesses.

3.1.2. Governance affecting exporting

Let us now consider a second performance out-
come, namely exporting. Does governance affect
exporting, i.e., is exporting higher or lower in
family businesses than in non-family businesses
in Iran?

In internationalization processes, family business-
es behave differently from non-family businesses.
Entering foreign markets and internationalization
can be risky. Some businesses are averse to such
risk-taking. We rely on the theorizing that fam-
ily businesses are focused on conserving wealth
for the family and therefore avoiding risk. Dur-
ing thirty years, the impact of family ownership,
management, and governance on internationali-
zation have been explored though at the 2014

declining stage, little research is known about
the process of family firms’ internationalization
and the role of the family in shaping this process
(Debellis et al., 2021).

Family members’ values are related to their at-
titude to risk and international networks, (Casil-
las et al., 2017). In view of Lin’s result (2012),
family ownership is of significant effectiveness in
a firm’s internationalization processes. There is
a negative relationship between internationaliza-
tion and family ownership (Fernandez & Nieto,
2006; Hanley et al., 2020). In internationaliza-
tion, the ability of family businesses to make
quick decisions is of importance (Kontinen &
Ojala, 2010). It seems that family firms do not
behave fundamentally differently from non-fam-
ily firms in their internationalization (Arregle et
al., 2017), yet they internationalize slower, and
in the long-run more than non-family firms (Gallo
& Estapé, 1992; Pukall & Calabro, 2014). When
family firms induce a regional strategy, their
leaders are most beneficial (Banalieva & Eddles-
ton, 2011).

Not only in the family firms but also in non-family
businesses, there is a positive and significant tie
between foreign investors’ ownership and the
level of international sales (Calabro et al., 2013).
Families better internalize the long-run benefits
of internationalization (Minetti et al., 2015).
They perform better than non-family businesses
in trading (Rettab & Azzam, 2011). Exports are
low for small family and non-family firms (Kotey,
2005). The capabilities of management in fam-
ily business lag behind those of their non-fam-
ily counterparts as they expand internationally
(Graves & Thomas, 2006), and are less likely
to be internationally active (Thomas & Graves,
2005).

This brief review of theorizing and the mixed evi-
dence leads us to specify a hypothesis about Iran:

Hypothesis 2. Governance affects exporting, in
that family businesses export less than non-fam-
ily businesses.

3.1.3 Governance affecting expectation for
growth

Let us briefly consider a third outcome, namely
the expectation for growth of the business. Does
governance affect growth-expectation, so that
expectation is higher or lower in family business-
es than in non-family businesses in Iran?

Family and non-family firms react differently in
acceptance of new technology, and in changing
strategy. Family firms are risk-averse and behave
traditionally. They may adopt new measures to a
lesser extent than non-family firms. The family
business is less likely to adopt modern manage-
ment techniques (Bloom & Van Reenen, 2007).
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In terms of economic development and growth,
family businesses are of significance (Beck et al.,
2009). Aguilera and coworker express the idea
(2016) that given the more recent developments
of capitalism in Asia, focused ownership struc-
tures along with families being large shareholders
play an underlying role.

Family businesses on average have higher growth
rates than non-family businesses (Miroshnych-
enko et al., 2021). Family firms appear to lack
effective management (Bertrand & Schoar, 2006;
Mehrotra et al., 2013; Miller et al., 2015).
Innovative orientation in the family business is
both directly and indirectly associated with firm
growth (Stenholm et al., 2016). Family firms es-
tablish form enduring ties with other family busi-
nesses to promote joint commercial interests and
essentially growth (Breton-Miller et al., 2011;
Salvato & Melin, 2008). Firms staying listed on
the prime Standard perform well (Bessler et al.,
2018). Non-family businesses manage to take new
action more than family businesses. This brief re-
view of studies leads us to suggest a further hy-
pothesis concerning Iran:

Hypothesis 3. Governance affects growth-ex-
pectation, in that family businesses expect less
growth than non-family businesses.

The above hypotheses are our baseline hypoth-
eses. The hypotheses are not new, but they have
not been tested in the case of Iran. More impor-
tantly, they are our starting point for developing
new hypotheses.

3.2. Coupling of innovation and export differs
between family and non-family businesses

The first issue about coupling is whether innova-
tion and exporting are interrelated in a business.
Innovation can make a contribution to a company
for internationalization and will facilitate ex-
porting. An innovative firm is trying to enter an
emerging market due to increasing market share.
There is a positive relationship between market
orientation and innovation in a family firm (Beck
et al., 2011), and a strong positive association
between firm productivity and exports (Cassiman
& Golovko, 2011). Product innovation rather than
process innovation induces small non-exporting
firms to enter the export market (Cassiman et
al., 2010; Cassiman & Martinez-Ros, 2007; Love
& Roper, 2013). Furthermore, process innovation
independently has a positive impact on the deci-
sion to export (Ahon & Driffield, 2011). While ex-
porting status remarkably may increase the likeli-
hood of introducing product innovations (Bratti &
Felice, 2012; Vanyushyn et al., 2018), innovation
persuades firms to improve and increase their ex-
port activities (Kunday & Senguler, 2015; Monre-
al-Pérez et al., 2012). There is a strong positive

link between exporting and productivity, which is
largely moderated via (product) innovation (Cas-
siman et al., 2010; Love & Roper, 2013). There
is a positive influence of first-generation fam-
ily firms on the learning-by-exporting effect on
product innovation (Sanchez-Marin et al., 2020).
These studies of innovation and exporting sup-
port the proposition that innovation affects ex-
porting, in that high innovation increases export-
ing. This proposition is depicted as an arrow in
Figure 1 and is reconfirmed in our analysis below.
This proposition is not new, but it here serves as
our baseline or starting point for considering how
the coupling is influenced by governance.

Some businesses prefer to capitalize on being
global (Bloom & Van Reenen, 2007; Filbeck &
Lee, 2000). Corporate governance plays a signifi-
cant role in firms’ performance (Arregle et al.,
2017; Minetti et al., 2015; Ray et al., 2018). Gov-
ernance also affects internationalization (Kalhor
& Ghalwash, 2020). Family ownership plays a sig-
nificant role in productivity and the decision to
export (Arregle et al., 2017; Minetti et al., 2015;
Ray et al., 2018). Sanchez-Marin et al.’s findings
in 2016 demonstrate that family businesses give
rise to a greater orientation towards the clan
culture, while non-family businesses show their
preference in order to not only the market also
but hierarchy cultures. Family commitment cul-
ture may operate against internationalization
(Segaro et al., 2014).

There are important diversities among family and
non-family SMEs in the matter of open innova-
tion search strategies (Basco & Calabro, 2016).
Ray and coworkers (2018) demonstrated how
the presence of non-family ownership and fam-
ily business moderate the relationship between
family ownership and internationalization strat-
egy. High involvement of non-family members
in governance structure affects positively family
firms’ pace of the process of making something
international so that this relationship is mediated
through the international entrepreneurial orien-
tation of the firm (Calabro et al., 2017). These
studies lead us to specify our next hypothesis:

Hypothesis 4. Governance moderates the effect
of innovation on exporting, in that the effect of
innovation on exporting is less in family busi-
nesses than in non-family businesses.

3.3. Coupling of innovation and growth-expec-
tation differs between family and non-family
businesses

Let us consider another coupling, namely the cou-
pling between innovation and growth-expectation
in Iran. When a firm is innovative, undoubtedly it
will adopt new actions. Innovative companies try
to develop with the contribution of new technol-
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ogies. The more a company innovates, the more
growth-expectation increases. Entrepreneurs who
have innovation also have higher growth-expec-
tations. Given experienced entrepreneurs usually
is more careful concerning growth-expectations
(Poblete, 2018). Radical innovations are able to
be an association with sales growth (Forsman &
Temel, 2011). Some high-technology firms pursue
a high R&D investment strategy (Gomez-Mejia et
al., 2014) and exhibit a higher internationaliza-
tion propensity (Piva et al., 2013).

Growth motivations are the outcome of expected
growth (Verheul & Van Mil, 2011). A firm’s innova-
tion-related activities are able to drive its com-
petitive performance (Liao & Rice, 2010). Family
firms that are professionals are more effective
and play a significant and positive role in firms’
ability (Clausen & Pohjola, 2013; Diéguez-Soto et
al., 2016). This brief discussion of innovation af-
fecting growth-expectation support the proposi-
tion that innovation affects growth-expectation,
in that high innovation increases growth-expecta-
tion. This proposition is depicted as an arrow in
Figure 1 and is reconfirmed in our analysis.
Coupling between innovation and growth-expec-
tation may be influenced by governance. Family
firms differ from non-family firms in some ways
when it comes to being innovative and growth-
expectation rates. Although family businesses
may innovate more than non-family businesses,
they do not adopt new action very well. So, it
is likely that the effect of innovation on growth-
expectation is less in family businesses than in
non-family businesses.

This leads us to specify another hypothesis, about
the effect of innovation on growth-expectation:

Hypothesis 5. Governance moderates the effect
of innovation on growth-expectation, in that the
effect of innovation on expectations is less in
family businesses than in non-family businesses.

3.4. Coupling between innovation and growth-
expectation differs between family and non-
family businesses

Let us also consider yet another coupling, namely
the coupling between exporting and growth-ex-
pectation in Iran. Family firms behave differently
in comparison with non-family firms with regard
to internationalisation and growth-expectation.
Family businesses perform better than non-family
businesses in internationalisation. On the other
hand, they are less likely to adopt new action
very well. It is likely that exporting increases
growth-expectation in the family business albeit
less than in non-family firms.

Kunday and colleague in 2015 expressed that
policymakers tend to increase the internationali-
zation of SMEs. There is a negative tie between

necessity-driven entrepreneurship and both busi-
ness growth and business growth-expectations,
yet the positive relationship between opportu-
nity-driven entrepreneurship and both business
growth and business growth-expectation is ob-
served (Zali et al., 2013). These studies support
the proposition that exporting affects growth-
expectation, in that high exporting increases
growth-expectation. This proposition is depicted
as an arrow in Figure 1 and is reconfirmed in our
analysis below. This coupling may be influenced
by governance. Kunday and colleague in (2015)
reveal a moderating role of the motive of opera-
tion on the export orientation. In internation-
alization, one of the important points in family
businesses is their ability to make quick decisions
(Kontinen & Ojala, 2010).

Iranian entrepreneurs in the diaspora have larger
networks, which have positive impacts on their
innovativeness, exporting, and growth-expecta-
tion (Cheraghi & Yaghmaei, 2017). Locus of con-
trol, entrepreneurship education and some other
factors tend to have significant consequences for
the growth intentions (Neneh & Vanzyl, 2014).
Following these studies, our hypothesis posits:

Hypothesis 6. Governance moderates the effect
of exporting on growth-expectation, in that the
effect of exporting on expectation is less in fam-
ily businesses than in non-family businesses.

These hypotheses are tested in the following.
4, Research Design

The ideas concern family and non-family busi-
nesses. This ‘population’ is here studied within
one country, Iran, which has a very traditional
culture where life revolves around the family. We
use data from the Global Entrepreneurship Moni-
tor, GEM (www.gemconsortium.orgwww.gemcon-
sortium.org).

4.1. Sampling

GEM conducts an annual survey of the adult pop-
ulation, aiming at a national probability sample,
in Iran more than 3,000 adults annually, with
a core of questions that is the same from year
to year and in all participating countries (www.
gemconsortium.org; Bosma, 2013). The survey
design is proposed by the national GEM team of
researchers in the Faculty of Entrepreneurship at
Tehran University. The design is reviewed, per-
haps revised, and eventually approved by the
data team of the global GEM consortium. The
interviews are carried out by dozens of gradu-
ate students from the Faculty, mostly around
their hometowns across the country, coded by
the team of researchers, and submitted to the
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data team of the global consortium for checking
quality and for harmonization and pooling with
the survey data from the other countries around
the world (Bosma, 2013). The pooled data are
initially available to the members for analyses,
and then made publicly and freely available on
the website www.gemconsortium.org.

The questionnaire asks the sampled adults wheth-
er they own and manage a starting or operating
business. In 2018, questions were added to iden-
tify family businesses and non-family business, as
described below. Thereby a representative sam-
ple of 530 family and non-family businesses in
Iran was obtained.

4.2. Measurements

The measures are well-established in two dec-
ades of GEM research (Bosma et al., 2013), ex-
cept the questions identifying family business,
which were added in 2018.

4.2.1 Family versus non-family governance

A respondent who reported to be owning and
managing a starting or operating business was
asked about ownership and management, (a) Will
this business for the most part be owned by you
and your family and relatives? And (b) Will this
business mostly be managed by you and your
family and relatives? A business that is mostly
owned, and also mostly managed by the family,
is a family business. A non-family business is thus
a business that is not mostly owned or that is not
mostly managed by the family. One-person busi-
nesses (with one owner-manager and no others)
are excluded from our study.

4.2.2. Innovation

Innovation is measured by an index based on
three questions asking about process-innovation,
product-innovation, and competitiveness, (a)
How long have the technologies or procedures
used for this product or service been available?
And (b) Will all, some, or none of your poten-
tial customers consider this product or service
new and unfamiliar? And (c) Right now, are there
many, few, or no other businesses offering the
same products or services to your potential cus-
tomers? Each question was answered on a three-
point Likert scale. The three measurements are
positively correlated, so they are averaged into
an index of innovation. This index is used in nu-
merous studies (e.g., Ashourizadeh, 2017; Schgtt
& Jensen, 2016; Schgtt & Sedaghat, 2014).

4.2.3. Exporting

Exporting is measured as the percentage of sales
that are to customers abroad, What percentage
of your annual sales revenues will usually come
from customers living outside your country? The

percentage is logged to reduce skewness of the
distribution. This measure is used in numerous
studies (e.g., Ashourizadeh, 2017; Bosma, 2013).

4.2.4. Growth-expectation

The owner-manager was asked how many persons
work for the business at present and how many
are expected to work for the business five years
later. (a) How many people are currently work-
ing for this business? And (b) How many people,
including both present and future employees,
will be working for this business five years from
now? The expectation for change is then meas-
ured as Log (persons expected in five years) -
Log (persons at present), where we have taken
logarithms to reduce the skew. This measure of
growth-expectation is used in numerous studies
(e.g., Ashourizadeh, 2017).

4.2.5. Control variables

The GEM survey enables us to control for sev-
eral characteristics, which are related to inno-
vation, export and growth-expectation (Bosma
et al., 2013). The control variables are included;
(a) Motive for the business as either opportunity
(coded 1) or necessity (coded 0); responding to
the question, Are you involved in this start-up
to take advantage of a business opportunity or
because you have no better choices for work? (b)
Age of the business, coded in year, and logged to
reduce skew; (c) Owners, as the count of owners,
logged; (d) Size of the business, as persons work-
ing for the business at present, as quoted above,
logged; (e) Sector, with four categories, the ex-
tractive sector, the transformative sector, the
business service sector, and the consumer service
sector; (f) Gender, coded 0 for women and 1 for
men; (g) Age of the entrepreneur, coded in years;
and (h) Education, as years to highest completed
degree.

4.3. Techniques for data analysis

Background of the family and non-family busi-
nesses are described by the frequencies and
averages of the organizational characteristics
(Table 1).

Differences between family and non-family busi-
nesses in outcomes are ascertained by averages
of innovation, export and growth-expectation,
and each difference is tested by a t-test (Table
2).

The hypotheses are tested, with controls, in mul-
tiple regressions. We use linear regressions be-
cause the dependent variables are all numerical.
The hypothesis about an effect of family vs non-
family governance directly upon an outcome is
tested by a regression coefficient with a t-test of
its significance (Table 3, Models A, B, C, D, G, H).
Coupling between two outcomes is ascertained in
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a multiple linear regression where one outcome is
dependent variable and the other outcome is an
independent variable; their coupling is then indi-
cated by the regression coefficient with a t-test of
its significance (Table 3, Models D, H).

A hypothesis about an effect of family vs non-fam-
ily governance upon coupling of one outcome with
another outcome is tested in a linear regression
of one outcome upon governance and the other
outcome and including their interaction term, the
product of governance and the former outcome.
How family vs non-family governance moderates
the coupling is then ascertained as the interaction
effect, indicated by the regression coefficient of
the interaction term, with a t-test of its signifi-
cance (Table 3, Models E, F, I, J, K).

5. Results
5.1. Background of the businesses
Background of family and non-family businesses

is seen in the frequencies and averages of their
characteristics, Table 1.

Table 1. Averages and percentages in the sample

Family businesses are seen in Table 1 to be older
than non-family businesses, and their owner-
managers likewise, which is typical. According to
Table 1, it seems that the business age of fam-
ily firms is higher than non-family companies.
In addition, the age of family business owners
is slightly lower than non-family companies,
but this is not much different. The size of fam-
ily businesses is almost the same as non-family
businesses, which is related to the number of
manpower and owners. The level of knowledge
(higher education) of the responding owner-man-
agers of non-family companies is higher than that
of family companies. Differences between family
and non-family businesses in outcomes are seen
in averages, Table 2.

Results demonstrate that governance is related
to performance outcomes; innovation, exporting
and growth-expectations. That is, performance
outcomes differ between family businesses and
non-family businesses in Iran. Specifically, fam-
ily businesses are innovating less than non-family
businesses, Table 2. This lends some support for

All Family Non-family
Sample N businesses 530 360 170
Governance: family Percentage 68%
Motive: opportunity Percentage 55% 56% 53%
. Mean years 7.8 8.2 6.4
ERCTLTBIGE Median years 5 7 2
. Mean owners 1.8 1.6 2.3
Owners of business .
Median owners 1 1 2
Size of business Mean persons 9.4 9.4 9.3
Median persons 2 2 2
Sector: extractive Percentage 7% 8% 6%
Sector: transforming Percentage 25% 26% 23%
Sector: business services Percentage 18% 16% 23%
Sector: consumer oriented Percentage 50% 50% 48%
Gender of owner-manager Percent males 76% 77% 75%
Age of owner-manager Mean years 38.8 40.4 35.3
Education Mean years 15.9 15.2 17.5
Table 2. Performance outcomes, by governance
Innovation Exporting Growth-expectation
Family Non-family Family Non-family Family Non-family
businesses businesses businesses businesses businesses businesses
High performance 15% 26% 3% 7% 53% 71%
Medium performance 24% 24% 18% 23% 33% 19%
Low performance 61% 50% 79% 70% 14% 10%
Total 100% 100% 100% 100% 100% 100%
Mean  1.21 ** 1.32 1.66 ** 3.41 0.44 **+ 1.02
N 358 170 350 165 237 118
+p<.10 *p<.05 **p<.01 ***p < .001 (one-sided t-test of difference)
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H1 when no other conditions are controlled for. pothesized (B = - 0.14; p = 0.001). This supports
Family businesses are exporting less than non- Hypothesis 1, when no other conditions are con-
family businesses, Table 2. This supports H2 when trolled. Interestingly, when holding other con-
no other conditions are controlled for. Family ditions constant, in Model B, the effect of gov-
businesses have lower growth-expectations than ernance on innovation seems to vanish. That is,
non-family businesses, Table 2. This supports H3 innovation is lower in family businesses than in
when no other conditions are controlled for. We non-family businesses, but this is not because
shall see that these relationship between govern- of the governance itself, but rather because of
ance and performance largely vanish when other some other conditions such as gender, education,
conditions are controlled for, in the next section. and age of the head of the business, which pro-
mote innovation in non-family businesses more
5.2. Effects of governance upon performance than in family businesses.
Our hypotheses are all about effects of family vs Hypothesis 2 holds that governance affects ex-
non-family governance upon performance, spe- porting, in that family businesses export less than
cifically innovation, export, and growth-expec- non-family businesses. This hypothesis is tested
tation. The effects are ascertained by multiple in Model C in Table 3. The effect is significant
linear regression, Table 3, controlling for other and negative as hypothesized (B = - 0.12; p =
conditions. 0.004). This supports Hypothesis 2. Interestingly,

Table 3. Innovation, exporting and growth-expectation affected by governance

Innovation Export Growth-expectations
Main Main Main Main Inter- Inter- Main Main Inter- Inter- Inter-
effects effects effects effects actions actions effects effects actions actions actions

only only only only only only
Model Model Model Model Model Model Model Model Modell Model Model K
A B C D E F G H J
Governance: Family -0.10** -0.03 -0.23* -0.05 0.58 0.47 -0.57** -0.15 -0.08 -0.26 -0.18
H1 H2 H3

Innovation 0.30* 0.94** 0.56* 0.93 **  1.46** 0.87 =
Export 0.11* 0.51*** 0.17 *
Governance x -0.60*  -0.411 -0.26 0.07
Innovation H4 H5
Governance X -0.31*  -0.09
Export Hé6
Age of business 0.00 -0.03 -0.03 -0.39 = -0.39 ***
Owners 0.11* 0.26 * 0.25* 0.16 0.15
Size of business 0.00 -0.08 T -0.08 T -0.39 *** -0.39 **
Sector: extracting 0.04 -0.54 ™ -0.53 *** 0.02 0.01
Sector: 0.08 T -0.16 -0.15 0.24 1 0.231
transforming
Sector: business 0.10* 0.07 0.05 0.24t 0.24 1
services
Gender: male -0.10* -0.23* -0.26 * -0.07 -0.07
Age of owner- 0.00 0.00 0.01 0.00 0.00
manager
Education 0.01* 0.02 * 0.02 * 0.02 0.02 ¥
Intercept 1.32%* 1.14™* 0.64™ -0.03 -0.58* -0.38 1.05"* 0.20 0.95* 0.62**  0.23
N businesses 528 405 515 396 515 396 355 331 354 348 331

Linear regression with metric coefficients.
For sector, the consumer-oriented sector is the reference that each other sector is compared to.

tp<.10 *p<05 *p<.01 **p-<.001

Hypothesis 1 states that governance affects in- when holding other conditions constant, in Model
novation, in that family businesses innovate D, the effect of governance on export seems to
less than non-family businesses. This hypothesis vanish. That is, export is lower in family busi-
is tested in the regression in Model A, in Table nesses than in non-family businesses, but this is
3. The effect is significant and negative as hy- not because of the governance itself, but rather
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because of some other conditions such as gender,
education, and age of the head of the business,
which promote export in non-family businesses
more than in family businesses.

Hypothesis 3 posits that governance affects
growth-expectation, in that family businesses
expect less growth than non-family businesses.
This hypothesis is tested in Model G. The effect
is significant and negative as hypothesized (B =
- 0.20; p < 0. 0001). This supports Hypothesis 3.
Interestingly, when holding other conditions con-
stant, in Model H, the effect of governance on
expectation largely vanishes. That is, expecta-
tion is lower in family businesses than in non-
family businesses, but this is not because of the
governance itself, but rather because of some
other conditions such as gender, education, and
age of the head of the business, which promote
expectation in non-family businesses more than
in family businesses.

The analysis reconfirms that innovation and ex-
porting are coupled in that innovation promotes
exporting. This is reconfirmed in Model D, where
the coefficient is positive, reconfirming the prop-
osition. Hypothesis 4 is taking this one step fur-
ther by claiming that the coupling between inno-
vation and exporting is moderated by governance,
in that the effect is weaker in family businesses
than in non-family businesses. This interaction is
tested in model E. The interaction effect is nega-
tive, i.e., the effect of innovation on exporting
is weaker in family businesses than in non-family
businesses, supporting H4 (B = - 0.40; p = 0.006).
The proposition that innovation and growth-ex-
pectations are coupled in that innovation pro-
motes expectations is tested in Model H. The co-
efficient is positive, reconfirming the proposition.
Hypothesis 5 takes this one step further by claim-
ing that the coupling between innovation and
growth-expectation is moderated by governance,
in that the effect is weaker in family businesses
than in non-family businesses. This interaction is
tested in model I. The interaction effect is insig-
nificant (p = 0.23), i.e., the evidence gives no
support for our H5.

The proposition that exporting and growth-ex-
pectations are coupled in that exporting pro-
motes expectations is tested in Model H. The
coefficient is positive, supporting the proposi-
tion. Hypothesis 6 takes this one step further
by claiming that the coupling between exporting
and growth-expectation is moderated by govern-
ance, in that the effect is weaker in family busi-
nesses than in non-family businesses. This inter-
action is tested in model J. The interaction ef-
fect is significant and negative as hypothesized
(B = - 0.19; p = 0.012). This supports H6. The
above findings are discussed in the concluding
section, below.

6. Discussion

Gallo and Sveen contributed their seminal mani-
festo, Internationalizing the family business:
Facilitating and restraining factors, in 1991. Ac-
cordingly, our analyses of family and non-family
businesses in Iran, addressed the question, what
are the effects of governance upon innovation,
internationalization, and growth-expectations?
Specifically, what is the effect of governance
upon coupling among outcomes? Here we con-
sider our findings in relation to the literature,
specify how the findings make a contribution to
theorizing, point to their practical relevance, ad-
mit limitations, and suggest future research.

6.1. Findings

Our findings show that governance affects inno-
vation and family businesses are innovating less
than non-family businesses when no other condi-
tions are controlled for, which is in agreement
with studies by Llach and coworker (2010) and
De Massis and colleagues (2015). Additionally,
this differs from some previous studies (Basco
& Calabro, 2016; Classen et al., 2014). So when
controlling for other conditions, there will be
near-zero and insignificant coefficient for ef-
fect of governance upon exporting and it is in
line with Basco and coworker’s studies (2016) and
Classen and colleagues’ research (2014).

Our results are in accord with studies indicat-
ing that governance has impacts on exporting,
in that family businesses are exporting less than
non-family businesses, when no other conditions
are controlled for (Gallo & Estapé, 1992; Graves
& Thomas, 2006; Rettab & Azzam, 2011). Our
result illustrates that governance has influences
on growth-expectation, in that family businesses
have lower growth-expectations than non-family
businesses, and it matches those found by Bloom
and coworker’s study (2007). Interestingly, expec-
tations are not lower in family businesses when
other conditions are controlled for.

As Kunday and Sengiler in (2015) and Monreal-
Pérez and colleagues in (2012) found, innovation
induces firms to improve and increase their ex-
port activities. Our findings are similar, innovation
and exporting are coupled in that innovation pro-
motes exporting. Our result are consistent with
results obtained in Kalhor and Ghalwash’s study
(2020) since our finding express that the coupling
between innovation and exporting is moderated
by governance, in that the effect or coupling is
weaker in family businesses than in non-family
businesses. Importantly, the interaction effect
is negative, that is, the effect of innovation on
exporting is weaker in family businesses than in
non-family businesses, as some previous research
illustrated (Arregle et al., 2017; Minetti et al.,
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2015; Ray et al., 2018). That is, the coupling be-
tween innovation and exporting is weaker in fam-
ily businesses than in non-family businesses.
When our study finds innovation and growth-
expectations are coupled in that innovation pro-
motes expectations, it is consistent with other
research like Forsman and Temel’s research
(2011). We had hypothesized that family business
governance would also weaken the coupling be-
tween innovation and growth-expectation. How-
ever, we do not discern any significant moderat-
ing effect of governance.

As put forward by Kunday and colleague in
(2015), the evidence we found that exporting
and growth-expectations are coupled in that
exporting promotes expectations. Our research
found that the coupling between exporting and
growth-expectation is moderated by governance,
in that the effect is weaker in family businesses
than in non-family businesses.

6.2. Contribution

The broad field of management is split into nu-
merous specializations. Even the study of perfor-
mance is split into specializations, namely ac-
cording to performance outcome. Innovation as a
performance outcome is the focus of a research
stream. Internationalization is the focus of an-
other research stream. Growth of businesses is
the focus of yet another research stream. This
split also pervades research on family business,
in that one focus is innovation in family business,
another focus is internationalization of family
businesses, and yet another focus is growth of
family businesses.

A contribution here is to bring these foci togeth-
er. We bring them together under the concept of
coupling, a concept well established in organi-
zational studies, for understanding the relations
among components of an organization (Weick,
1976). Coupling has a structure and variation; it
is tight in some organization and loose in other
organizations. Coupling has antecedents, in that
coupling is loose in some kinds of organizations,
notably in public organizations, and tight in some
other kinds of organizations, notably in commer-
cial enterprises. Coupling has consequences, in
that tight coupling is a capability that presum-
ably promotes efficiency (Wang & Schgtt, 2020).
Our contribution to family business studies is two-
fold. The first contribution is showing that fam-
ily businesses and non-family businesses differ in
performance, in that family businesses tend to
perform less well than non-family businesses, not
just on one outcome but across all three perfor-
mance outcomes, when no other conditions are
controlled for. However, the differences largely
vanish when other conditions are held constant.
The second contribution is showing that family

businesses and non-family businesses differ in
coupling among performance outcomes, in that
coupling tends to be loose within family busi-
nesses and tighter within non-family businesses,
at least in our studied society, Iran. Iran is a tra-
ditional society where people behave differently
from secular societies and even other traditional
societies in the world due to their culture. In
traditional societies, gender, respect for par-
ents, respect for elders, trust in family and close
friends are important. Research results according
to the data collected in Iran make a substantial
contribution to coupling among performance out-
comes among family and non-family businesses,
which is loose and tighter, respectively.

Our findings demonstrate that coupling among
performance outcomes facilitates internation-
alization, particularly in Iran on the ground that
exporting in Iran is of more importance due to
more different disruption like foreign sanctions
compared to other countries. This coupling is an
advantage in order to reinforce internationalisa-
tion. This advantage occurs in family business
less frequently than in non-family businesses and
ought to be reinforced, as Gallo and Sveen advo-
cated (1991).

6.3. Relevance for practice and policy

These findings have significant implications for
understanding how decisions, different policies,
and governance in family businesses promote
their performance.

Given the family roles in family firms, the mem-
bers of the board need to make different policies
and strategies to control threats, and obtain and
grab efficient opportunities, so that this weak-
ness becomes a strength. Coupling among per-
formance outcomes entails mutual support and
reinforcement among the outcomes and thereby
promotes efficiency. Therefore, it will be advan-
tageous for practice and policy to promote cou-
pling. The gain may be especially high in family
businesses where the coupling tends to be looser
than in non-family businesses.

6.4. Limitations

The most important limitation lies in the fact
that family firms are studied in only one country,
a limitation shared with by far most studies of
family business. An issue that was not addressed
in this study was whether results are likely to dif-
fer between secular-rational and traditional so-
cieties. Family and non-family businesses in Iran
as a traditional society in Middle East need to be
compared with a secular-rational country.

6.5. Further research
It would be interesting to assess the effects of
governance upon innovation, internationaliza-
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tion, and growth-expectations among family busi-
ness and non-family firms in different countries
in respect to secular-rational and traditional so-
cieties at least in the Arab world contrasted to
other traditional societies and to secular-rational
societies.

We suggested that the association of these fac-
tors is investigated in future studies in the dif-
ferent industries among family and non-family
businesses. Governance policies in different in-
dustries can be effective and of significance
among family firms and non-family businesses.
For instance, family and non-family businesses in
financial markets due to being high risk and the
high speed of decision behave differently.
Focusing specifically on performance outcomes,
it is interesting to contextualize the gaps found
in this study, i.e., examine whether they are
typical for the societies in the Middle East, are
typical for emerging economies, or are typical
for the world, or, conversely, are dependent on
type of society and its institutions.

Focusing even more specifically on coupling, it
is interesting to contextualize coupling, i.e., to
examine whether coupling is related to not only
family governance but also to type of society.

To assess the effects of governance upon perfor-
mance outcomes, the association of these factors
in the different industries among family/non-fam-
ily businesses at the global level are underlying
factors in future research as factors that are able
to facilitate internationalization or overcome the
factors that restrain it to progress successfully, as
was suggested Gallo and Sveen (1991).
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