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Abstract

Little is known about the internationalization behavior of Emerging Market Fam-
ily Business Groups (EFBGs) and their strategic usage of family managers in for-
eign subsidiaries facing uncertainty due to institutional differences. Informed by
the resource-based view of the firm and by institutional theory, we hypothesize
that family managers are an EFBGs-specific resource used to mitigate institutional
uncertainty caused by larger institutional distances occurring between home and
host countries. Moreover, family managers are used differently depending on the
regional focus of the EFBGs, which further strengthens the critical role that family
manager’s play in management and control across the business groups. We employ
5-year panel data on Taiwanese EFBGs, and our results indicate that family manag-
ers tend to be assigned by EFBGs with stronger operations outside the home region,
and in foreign subsidiaries where strong differences in regulative and cognitive insti-
tution may exist. We contribute to the continuing understanding of family ownership
in the management of EFBGs, and the research of internationalization of firms on
managing foreign subsidiaries.
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1 Introduction

We examine how Emerging Market Family Business Groups (EFBGs) utilize
family managers during the process of internationalization. EFBGs are defined as
a set of legally independent affiliations found in emerging markets that are tightly
interconnected with each other through various forms of family ownership. While
family ownership tends to be overlooked in the U.S. and U.K., it is quite common
in other parts of the world, including many emerging economies (Edwards et al.
2019; Hernandez and Guillén 2018; Khanna and Rivkin 2001, 2006; La Porta
et al. 1999; Mukherjee et al. 2019; Piana et al. 2018; Pihkala et al. 2019; Rosa
et al. 2019). EFBGs tend to put a stronger emphasis on the promotion of family
values and family wealth maximization across their international network of sub-
sidiaries (Arregle et al. 2007; Carney and Gedajlovic 2002; Gémez-Mejia et al.
2007; Peng and Jiang 2010; Steier 2009; Young et al. 2008). This often requires
EFBGs to concentrate decision-making activities and management among fam-
ily members (Carney 1998; Daspit et al. 2018; Deephouse and Jaskiewicz 2013;
Pihkala et al. 2019). Therefore, family managers enjoy direct access to deci-
sion making through their regular involvement in management (Sirmon and Hitt
2003). In emerging economies where market-supporting institutions, for instance,
capital markets, tend to be incomplete and ever-changing (North 1990; Peng
2003), using family members to manage diversification can be particularly valu-
able for EFBGs to deal with uncertainty (Khanna and Rivkin 2001; Khanna and
Yafeh 2007). There is strong trust-bond between members of the family (Zell-
weger et al. 2019). This type of particularistic relationship is characterized by
mutual obligation (Luo and Chung 2005), which can facilitate rapid information
and knowledge exchanges to achieve immediate decision-making progress (Peng
et al. 2017; Zellweger et al. 2019). As EFBGs move forward in internationaliza-
tion and establish subsidiaries that are internationally dispersed (Guillén 2000),
family managers can play an even stronger role and function as a critical resource
in the coordination and management of businesses.

Although family managers as a resource can be valuable, with characteristics
difficult to imitate, and relatively easy to be organized, they are unfortunately also
extremely limited in both scale and scope since there are only a few family mem-
bers available to be involved across the EFBGs. For example, Evergreen Group is
a large Taiwanese family business group that consists of 18 affiliated businesses
that span marine shipping and logistics, airlines, and hotel industries. Evergreen
Marine Corp. alone has approximately 40 direct and indirect invested companies
around the world (Evergreen Marine Corp 2019). It is difficult to imagine that
EFBGs can fill all of their senior managerial positions with immediate family
members alone.
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Therefore, it is a strategic challenge for EFBGs to manage where to assign
family members internationally. Conversely, most studies related to family man-
agement and family member involvement have focused on the corporate level
but have ignored the pivotal role it plays during internationalization (Banno and
Sgobbi 2016; Tabor et al. 2018). Our research objective is to address this gap
by examining the practical utilization of family managers established in foreign
subsidiaries. More specifically, we ask the research question, “What is the rela-
tionship between institutional distance and the likelihood that the heads of for-
eign subsidiaries are family managers?” We ground our framework of EFBGs at
the intersection between a resource-based view (RBV) of the firm (Habbershon
and Williams 1999; Sirmon and Hitt 2003) and institutional theory (Khanna and
Palepu 2000; Khanna and Rivkin 2001, 2006; Kostova 1999; Kostova and Zaheer
1999; Scott 1995). Family managers and their family ties are conceptualized as
resources specific to EFBGs (Barney 1986, 1991; Luo 2000; Tan and Mahoney
2003; Trevino and Grosse 2002), which can be utilized by EFBGs in foreign sub-
sidiaries to enhance control and coordination and to reduce the uncertainty caused
by differences in regulative, normative and cognitive distances between home and
host countries (Leitch et al. 2013; Platje 2008; Zellweger et al. 2019). Moreover,
based on insights provided by previous regionalization research (Edwards et al.
2019; Verbeke and Kano 2016), we expect that the use of family managers in
foreign subsidiaries is not always a straightforward procedure; and, it can change
when EFBGs cross regional borders and become more international (Vandekerk-
hof et al. 2015). This can be particularly intriguing as institutional theory, in gen-
eral, assumes the dominance of external institutional forces (Peng 2003; Scott
1995), and it does not take into consideration how organizational variation may
influence the degree of conformity among such subsidiaries (Fortwengel 2017).
As such, we further investigate and compare whether the tendency of using fam-
ily managers in subsidiaries is consistent among those EFBGs that focus their
activities within or outside of the home region. Because of evident variations in
and among EFBGs’ regional orientations, we expect that the need to use family
managers may also differ to some extent.

Utilizing family managers to deal with the uncertainty experienced during the
process of internationalization raises important theoretical considerations that can-
not be easily accommodated by existing frameworks in family business and inter-
national business literature. For example, agency theory has been used extensively
in the field of family business to identify governance issues such as principal-prin-
cipal conflicts in EFBGs (Sauerwald and Peng 2013). But, the theoretical notion of
internal focus makes it inadequate in explaining staffing decisions under conditions
of cross-country, institutional differences and the uncertainties experienced (Van-
dekerkhof et al. 2015). Furthermore, a recent focus has been placed upon a fam-
ily member being thought of as the holder of a relational contract (Peng and Jiang
2010), one who plays a role to maximize the socio-emotional wealth of the family
business (Gémez-Mejia et al. 2007, 2011). The internationalization patterns of fam-
ily businesses, according to this view, will be more cautious in nature as compared
to their non-family peers due to their need for control and an intrinsic risk-averse
attitude (Berrone et al. 2012; Del Bosco and Bettinelli 2020; Hennart et al. 2017).
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Yet, the empirical results are rather inconclusive (Arregle et al. 2017; Hernandez
et al. 2018; Hsueh and Gomez-Solorzano 2019), and this has led to a call for greater
contextual understanding (Hennart et al. 2017; Peng et al. 2018). The international
business literature, on the other hand, focusses on how the transferability of firm-
specific advantages from the headquarters to foreign subsidiaries will be affected by
the institutional differences occurring between home and host countries (Rugman
et al. 2011; Verbeke and Kano 2016). Despite its emphasis and discussion relevant
to external contingencies, scholars often brush aside the potential variations on stra-
tegic decision-making due to firm heterogeneity (Rugman and Verbeke 2008). Our
current study aims to join the theoretical discussions stated above, and to a further
extent, consider family relational-advantage arguments more closely (Chrisman
et al. 2009).

More specifically, our study on EFBGs and their use of family managers in for-
eign subsidiaries makes the following contributions. Firstly, we extend the discus-
sion of family ownership and how family control is maintained in the management
of the foreign subsidiaries when expanding internationally (Gémez-Mejia et al.
2007, 2011). We focus our discussions on the role of family managers in foreign
subsidiaries and draw on RBV and institutional theory to argue that these family
managers are valuable resources specific to EFBGs when used to mitigate the uncer-
tainty perceived from operating in countries with larger institutional differences.
We empirically test how institutional contingencies affect family-manager, subsid-
iary-staffing decisions, and our findings show the need to maintain family control
is indeed prevalent. Additionally, our findings further show the heterogeneity of
EFBGs along the regional dimension, and how this phenomenon will impact their
strategic management. For EFBGs that place a stronger emphasis on markets in their
home region, the family managers are strategically needed at the headquarters; as
a result, the institutional uncertainty of foreign subsidiary operations is inevitably
overlooked. This last result provides evidence of the deviating behavior of standard
practices under the host institution’s aegis (Fortwengel 2017), and it further supports
our argument that family managers are an important EFBG-specific resource.

Secondly, we also contribute to the research on internationalization processes
in showing how EFBGs are key to the development of coordination and control of
cross-border business activities (Vahlne and Johanson 2017). Previous literature
on international expatriate and staffing decision-making has either ignored EFBGs
(Ando and Paik 2013; Gaur et al. 2007), or overlooked the increasing importance
of subsidiaries (Rugman et al. 2011). Furthermore, family managers are a unique
expatriate staffing resource that is uniquely available to family-owned business
groups, with this crucial omission hindering our understanding of the field (Zell-
weger 2017). Moreover, the use of family managers is not the same for EFBGs plac-
ing stronger emphasis on markets located in their home or non-home regions. This
last point indicates a real insight into the differences between family managers and
professional managers.

The remainder of this article is structured as follows. In the next section, exist-
ing studies on the impact of host-country institutions related to a business group’s
behavior during internationalization are reviewed and hypotheses are developed. We
then explain our method, data source, variables, and statistical analysis. Section 4
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presents the results of our analysis and hypotheses testing, while a discussion of
these is made in the section following. Lastly, we conclude this paper with a brief
summary of findings, limitations and potential for future research.

2 Theory and Hypotheses Development

2.1 Family Managers as a Specific Resource Utilized During EFBGs
Internationalization

EFBGs internationalization refers to the processes utilized to expand business
operations internationally (Johanson and Vahlne 1977, 2009; Vahlne and Johan-
son 2017). Within the context of EFBGs, internationalization is concerned with
how business activity is managed and then coordinated across a network of inter-
nationally-dispersed subsidiaries (Ghoshal and Bartlett 1990). While EFBGs
would like to actively pursue family ownership opportunities and promote family-
values throughout the business groups by using family managers in every strate-
gic position, there is simply an insufficient number of family members to accom-
plish this purpose.

The strategic dilemma of using family managers during the internationalization
of EFBGs has been often overlooked in previous studies (Jaskiewicz et al. 2017;
Zellweger et al. 2019). While previous studies have investigated the use of family
managers vis-a-vis the boundary of family business groups (Khanna and Rivkin
2006; Yiu et al. 2007), the growth and development of family businesses (Carney
1998; Gedajlovic and Carney 2010), corporate governance of family enterprises
(Carney and Gedajlovic 2002; Gémez-Mejia et al. 2001; Peng and Jiang 2010;
Piana et al. 2018), internationalization decision performance (Purkayastha et al.
2017; Hernandez et al. 2018) organizational social capital (Arregle et al. 2007),
and institutional capabilities (Carney et al. 2016), there has been relatively little
understanding of how family managers are able to contribute to EFBGs’ interna-
tional expansion, and to an even lesser extent how they are utilized to coordinate
and control foreign subsidiaries that are internationally dispersed.

Family managers share the common interest along with EFBGs to preserve
family values and promote family wealth (Arregle et al. 2007; Gémez-Mejia et al.
2007; Peng and Jiang 2010; Steier 2009; Young et al. 2008). They also display
greater influence in EFBGs and will expect to be heard during decision-making
(Yiu et al. 2007). This is due in large part to family managers connections with
other family members by way of family ties characterized by mutual trust and
reciprocal obligations (Chung and Luo 2008; Miller et al. 2017; Peng and Jiang
2010). Family ties indicate a shared personal, ethnic and communal background
that will allow family managers to interact with one another on the basis of com-
monly-held beliefs and attitudes (Leff 1978). Family ties also enable coordina-
tion that is “either insufficient or unavailable in formal institutions” (Bian 1997,
p. 369). Transactions made through family ties are a mixture of arm-length and
relational contracting (Carney 2005), which facilitates a faster exchange of tacit
knowledge, as well as sensitive information across the EFBGs (Miller and Le
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Breton-Miller 2006; Peng et al. 2017). Due to the existence of family ties, family
managers are often believed to have more freedom to use heuristic methods and
to become more entrepreneurial in capturing important business opportunities
(Carney 2005; Carney et al. 2016, 2018; Kotlar and Sieger 2019).

Especially, EFBGs in emerging markets are known to utilize family manag-
ers within the groups to bypass incomplete market support systems (North 1990;
Khanna and Palepu 2000; Khanna and Rivkin 2001, 2006; Peng 2003). Family man-
agers in EFBGs provide a less formalized, yet more agile, mechanism to coordinate
and control business efficiently (Luo and Chung 2005, 2013), and to form an inter-
nal institution that mitigates information asymmetries in those emerging markets
(Daspit et al. 2018; Tabor et al. 2018). EFBGs utilize family managers to reduce the
cost of transactions (Edwards et al. 2019; Verbeke and Kano 2012), and reduce the
level of uncertainty in the business environment (Khanna and Rivkin 2001, 2006).
Therefore, the knowledge and capability of using family managers in EFBGs to gen-
erate economic returns is a valuable and critical EFBGs-specific resource (Barney
1986, 1991; Eddleston et al. 2007; Guillén 2000; Habbershon and Williams 1999;
Tan and Mahoney 2003). This specific resource is also rare as it cannot be applied
to non-family managers, or for non-EFBGs to imitate, and it is embedded within
the specific EFBGs themselves (Trevino and Grosse 2002; Young et al. 2014). A
resource-based view (RBV) of EFBGs also implies a managerially-oriented perspec-
tive (Barney 1991; Penrose 1959), which particularly argues for a unique capability
to be developed under the restrictive market-supporting system seen in emerging
markets (Guillén 2000; Luo 2000; Sirmon and Hitt 2003). Nevertheless, the usage
of family managers has its limitations. Family managers may not possess the requi-
site experience and prior knowledge needed for EFBGs internationalization which
could hence delay and restrict their progress (Banno and Sgobbi 2016; Del Bosco
and Bettinelli 2020; Vandekerkhof et al. 2015). As stated previously, there are only a
finite number of direct family members available useful across the FBGs. Although
family ties may be extended through inter-family marriages, as well as practical with
people from a similar ethnic background (Granovetter 1995), there is still a limit to
the number of individuals possessing family ties that an EFBG could assign as man-
agers (Daspit et al. 2018).

As EFBGs internationalize, it can be expected that family managers will play an
ever more important role in managing their foreign expansion. As a specific resource
available to EFBGs, the use of family managers needs to be matched closely to the
host country’s institutional environment (Trevino and Grosse 2002; Young et al.
2014). EFBGs ought to carefully decide where family managers should be assigned
to, as there may be positions inside the business groups that are more crucial than
others.

2.2 Family Managers’ Location and Institutional Distance in Foreign Subsidiaries
Institutions refer to higher social orders or patterns of the polity and political econ-

omy (Jepperson 1991). Institutions govern how information is perceived and pro-
cessed and what kinds of actions are socially acceptable (DiMaggio and Powell
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1983; Meyer and Rowan 1977). The three distinctive pillars of the institutional envi-
ronment (i.e., regulative, normative, and cognitive) enforce how individuals and
organizations are conformed through implementation of coercive, normative, and
mimetic processes (Scott 1995). Institutional theory highlights the challenges for-
eign subsidiaries of EFMGs face as their operations become embedded in home
and host country’s institutional environments. On the one hand, foreign subsidiaries
ought to conform to external institutional settings in the host countries in order to
obtain legitimacy allowing both survival and success (Ahworegba 2018; Peng 2003;
Peng and Heath 1996). On the other hand, they also need to follow the managerial
practice and organizational routines that were set up to protect family values and to
promote family wealth leading to achieved internal legitimacy (Phillips and Tracey
2009; Phillips et al. 2009).

Institutional distance captures the similarity and dissimilarity apparent between
the institutional settings of two countries (Eden and Miller 2004; Fortwengel 2017;
Kostova and Zaheer 1999; Xu and Shenkar 2002). It recognizes different forms of
institutional environments and reflects the uncertainty EFBGs experience whenever
expanding internationally (Beugelsdijk et al. 2018; Fortwengel 2017; Phillips et al.
2009). Institutional distance has been used to explain a firm’s ownership strategy
in foreign subsidiaries (Gaur and Lu 2007), the transfer of organizational practices
(Kostova 1999; Kostova and Roth 2002), and subsidiary staffing decisions (Gaur
et al. 2007). Institutional distance reflects the EFBGs’ dilemma in adopting local
responsiveness vs. global integration strategies (Prahalad and Doz 1987; Xu and
Shenkar 2002). Large institutional distance suggests a greater dissimilarity in the
institutional environments of the host- and home-countries, and it presents greater
challenges for EFBGs to transfer and implement managerial routines and practices
first developed in their home-countries (Kostova 1999; Kostova and Roth 2002;
Zaheer 1995). It also indicates that foreign subsidiaries of EFBGs face stronger
pressure to deal with such differences in the external and internal institutional set-
tings (Ambos and Ambos 2009; Xu et al. 2004), which can lead them to a merely
ceremonial adoption of managerial practices (Kostova and Roth 2002; Miller et al.
2017), and subsequently a threat to their survival.

In line with Scott (1995), we distinguish the regulative, cognitive, and norma-
tive dimensions of institutional differences (Estrin et al. 2007; Gaur et al. 2007). We
focus on the uncertainty stemming from the institutional distance between home-
and host-countries, and argue that EFBGs utilize family managers to manage the
uncertainty of coordination and control while operating in foreign markets. As such,
institutional distance does not merely imply differences in economic development
(Beugelsdijk et al. 2018). Rather, it describes the uncertainty inherent during the
process of internationalization (Johanson and Vahlne 1977, 2009).

The regulative institutional distance indicates dissimilarity of the legal sys-
tem of the host and home countries (Scott 1995). Larger distance in regulative
institutions presents challenges as the rules and policies of the EFBGs that are
designed and suitable for the home markets may not be entirely applicable for the
foreign subsidiaries in the host markets (Eden and Miller 2004; Kostova 1999;
Xu and Shenkar 2002). Therefore, EFBGs’ incentives aimed to promote family
loyalty may be difficult to implement in the foreign subsidiaries. As such, foreign
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subsidiaries can also experience conflict and even develop resistance should
EFBGs insist on trying to install certain regulatory measures. The utilization of
family managers in foreign subsidiaries with larger regulative, institutional dis-
tance can potentially manage this uncertainty. They can reduce conflicts by solv-
ing it swiftly, as they have direct access to other family members in the EFBGs
for faster decision-making, and strength and freedom in execution. As such, nega-
tive implications from legal disputes in the host-country may be eased. More-
over, the presence of these family managers may provide a direct and personal
influence that can deliver family loyalty in an informal manner. With a family
manager at the head of a foreign subsidiary, he or she can practicably establish a
personal relationship with individuals in that subsidiary, which may serve to pro-
mote family values through a less confrontational way. Hence, our first hypothesis
is as follows:

Hypothesis la: EFBGs are more likely to use family managers in foreign
subsidiaries when the regulative institutional distance between host- and
home-countries is greater.

Cognitive institutions shape the belief systems and cultural frames that gen-
erate meaning for individuals and organizations in society (Scott 1995). They
may include national culture, social structure and cohesion, and how society sees
power and uncertainty (Hofstede 1980). Larger cognitive institutional distance
indicates a greater difference whenever EFBGs and foreign subsidiaries need to
interpret cultural symbols and practices (Eden and Miller 2004; Kostova 1999;
Xu and Shenkar 2002). For example, the perception of family and how family
members should act toward one another can be quite distinctive from the home
country of the EFBGs to the countries hosting their subsidiaries. Greater distanc-
ing in the cognitive-institutional dimension can prevent subsidiaries from under-
standing the culture of the EFBGs properly, which in turn may cause a threat
towards maintaining family values. To address the uncertainty due to larger cog-
nitive-institutional distance, family managers in foreign subsidiaries may wish to
better understand the belief system and cultural frames of the host markets in per-
son, and to identify an appropriate way to adopt and adapt the family values of the
EFBGs. The personal relationship that family managers establish through more
than a passing acquaintance with host nationals not only helps them to achieve
acceptance by foreign subsidiaries staff, but it also enables them to become famil-
iar with the local society and culture to introduce the family culture of EBFGs in
a more acceptable way. Hence, our next hypothesis is as follows:

Hypothesis 1b: EFBGs are more likely to use family managers in foreign
subsidiaries whenever the cognitive institutional distance between host and
home countries is greater

Normative institutions refer to the norms and values in the society that pre-
scribe desired goals and obligations for individuals and organizations (Scott
1995). Examples of normative institutions that the EFBGs may encounter when
entering foreign countries may include different views on family values, what
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is considered to be ethical, or engagement and responsibility to society and
community when among others. While these norms and values may be shown
in activities, what is considered as appropriate may not become observable or
even understandable. Therefore, normative institutional distance can create great
uncertainty for the EFBGs as the family value, which is core to the business, and
how it is practiced may be interpreted differently in the home- and host-countries
(Eden and Miller 2004; Kostova 1999; Xu and Shenkar 2002). Family manag-
ers assigned in foreign subsidiaries have the ability to swiftly address any con-
flicts raised by normative-institutional distance. For instance, what is considered
to be socially responsible in a host country along with what can be implemented
may need the go-ahead by family managers (Jackson and Apostolakou 2010).
Therefore, the utilization of family managers in foreign subsidiaries with large
normative-institutional distance can prevent negative repercussions due to not
knowing the appropriate norms and values of the host countries properly. Since
family managers also represent the family, a signal of commitment is being sent
to the local actors that will develop greater legitimacy (Yiu and Makino 2002),
and reduce the external cost of the transaction (Young et al. 2008).

Hypothesis 1c: EFBGs are more likely to use family managers in foreign sub-
sidiaries when the normative institutional distance between host and home
countries is greater.

2.3 The use of family managers in home-region vs. non-home, region-oriented
EFBGs

While institutional theory in general assumes the dominance of institutional settings
and the pressure for organizations to conform, some scholars have argued that devi-
ating behavior may still occur (Fortwengel 2017). There is also a growing awareness
in the literature that family business groups are heterogenous rather than homog-
enous in the conduct of their internationalization strategies (Daspit et al. 2018). Due
to the emphasis on preserving family value and strong connections with the home
country, EFBGs might tend to be regionally-oriented, and their conduct and opera-
tions (e.g., internal policy, corporate culture, and norms and values) become rather
regionalized (Schaaper et al. 2013). As such, when EFBGs internationalize and
increasingly expand outside their home region, they may face more uncertainty that
will require both strategic management and control (Verbeke and Kano 2016).

In other words, the tendency of using family managers in foreign subsidiaries
may be a more pressing issue for some EFBGs than not. As the number of quali-
fied family managers is limited, EFBGs with stronger operations outside the home
region may have a greater tendency to utilize family managers in foreign markets
with larger institutional distance when compared to their counterparts (Wan and
Hoskisson 2003). Home region refers to the triadic regions where the EFBGs are
located. Triadic regions are the agglomeration of attractive and approximate foreign
markets in geographic space (Rugman and Verbeke 2004), for instance, the Euro-
pean Union (E.U.), North America Free Trade Agreement (NAFTA), etc. A home-
region oriented, Asian EFBG, for example, is one with most of its revenue coming
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from the Asian region. The geographical distribution of sales can “shape and con-
strain most important decisions and actions” (Rugman and Verbeke 2004: p. 7), and
it implies where the concentration of the downstream marketing-related assets of
EFBGs are located.

The ability of EFBGs to connect their assets developed back at home with those
that are part of foreign subsidiaries will also determine how successful they are
internationally (Rugman and Verbeke 2005). EFBGs that focus strongly on the home
region will have a network of foreign subsidiaries that are predominantly located
close to the home country. While marketing assets and other resources may be con-
centrated in the headquarters’ region, it is relatively easy to mobilize these capa-
bilities to manage foreign subsidiaries due to the closer geographic distance. This
will not be the case for EFBGs which focus outside their home region, as their for-
eign subsidiaries tend to be distant and unable to receive immediate assistance from
the headquarters. EFBGs that do not focus on the home region may have a stronger
tendency to utilize family managers and assign them in the foreign subsidiaries to
maintain control and reduce the cost of transactions (Edwards et al. 2019; Verbeke
and Kano 2012). As such, we can propose the following hypothesis:

Hypothesis 2: EFBGs focus outside the home region are more likely to use
family managers in foreign subsidiaries with a larger institutional distance
than those with a home-region focus.

3 Research Method and Data
3.1 Data Source and Sample Description

We chose EFBGs from Taiwan to test our framework. Despite having a relatively
small population of less than 25 million, Taiwan is one of the world’s 23 largest
economies (CIA 2018). Taiwanese EFBGs have largely evolved from the institu-
tional incentives provided in Taiwan (Chung 2001), and they have played a domi-
nant role in the country’s industrialization and economic development past (Chang
2006; Chung and Luo 2008). As a newly industrialized economy, internationaliza-
tion is the norm for most Taiwanese EFBGs due to the limited size of the domestic
market. Especially, Taiwanese EFBGs are also known for the use of family manag-
ers in international management situations to control overseas companies and sub-
sidiaries through an intertwined-ownership network (Chung 2014; Chung and Luo
2008). As such, these characteristics make Taiwanese EFBGs a suitable candidate
for our research.

Taiwanese EFBGs, also known as “Jituanqiye” (family corporations) (Chung
2001), are conglomerates controlled by one major family unit and consisting of
businesses vertically and (or) horizontally integrated. For example, one of the
largest EFBGs in Taiwan is controlled by the Hsu family, and it is known col-
lectively as the Far Eastern Group. This EFBG spans across ten industries includ-
ing petrochemicals, polyester and synthetic fibers, cement, transportation, retail
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and department stores, financial services, etc.; and, it has total assets exceeding
NT$2.46 trillion (US$82 billion) (Far Eastern Group 2019). Taiwanese EFBGs
have played a dominant role in the country’s industrialization and economic
development (Chang 2006; Chung and Luo 2008; Young et al. 2008). In this
respect, Taiwan is representative of many newly industrialized economies, and
the results found here can have broader applicability to other rapid-growth econo-
mies in Asia.

We obtained data from the China Credit Information Service (CCIS) that
includes information on Taiwan’s Top 100 business groups. Data from this source
has been employed in other research regarding Taiwanese business groups, and
it is generally seen as reliable (Chung 2014; Luo and Chung 2005). The Top-
100 business groups account for more than 70% of the island’s gross national
product (GNP) and play a critical role in Taiwan’s economy. We selected data
from 1999 to 2003 (published between 2001 and 2005) as this 5-year period does
not contain any significant economic shifts that may deter outward investment.
Another valid reason for selecting this 5-year period is that Taiwanese EFBGs
have expanded into overseas markets in a growing trend from the nineties onward
(Chang 2006; Lasserre and Schiitte 2006). This trend indicates there is a strong
need for sophisticated foreign subsidiary management including the decision for a
subsidiary-head assignment. Furthermore, family businesses are, in general, rela-
tively stable in terms of both the number of people in management, family roles,
and family relationships (Jaskiewicz et al. 2017; Zellweger et al. 2019). With this
consideration in mind, EFBGs’ interest of using family members in key positions
throughout the group is argued to be a relatively stable characteristic. Therefore,
our research question can be appropriately answered based on panel data from
1999-2003. Additionally, pooling 5-year’s data enabled us to avoid the limita-
tions of biased inference and overcome the implicit assumption that the model
parameters are stable (Certo and Semadeni 2006).

CCIS database discloses the Top-100 business groups in Taiwan year-by-year,
and it provides information about their foreign expansion. CCIS identifies a busi-
ness group as an EFBG if (1) it is controlled and managed by a specific family
entity, or (2) if it is controlled and managed by a set of families and a previous
generation of the same family (or families) has also owned the business. This
is consistent with the definition of a family-owned business group provided by
scholars and previous studies of family business groups (La Porta et al. 1999;
Miller and Le Breton-Miller 2006; Morck et al. 2005; Steier 2009).

During this 5-year period, some EFBGs dropped out of or moved into the Top
100 business groups list. We decided to select EFBGs that were in the list of the
Top 100 for at least 3 years during this period to ensure consistency. As a result,
a sampling of 49 Taiwanese EFBGs was constructed, and the description of their
industry, average age, average assets, average number of affiliations and average
number of foreign affiliations can be found in Table 1.

Apart from the CCIS database, secondary sources, e.g., annual reports, com-
pany websites, and news releases were used to identify the subsidiaries of these
49 EFBGs and their locations. In total, we identified 5051 subsidiaries located in
43 countries. However, subsidiaries in six countries (Costa Rica, Jordan, Panama,
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Table 1 Description of sample emerging market family business groups

Group industry Number of
affiliations

Manufacturing 30
Service 18
Others 1
Total 49
Affiliation characteristic Average Units
Affiliation age 36.78 Years
Affiliation assets 7771.18 U.S. million
Number of affiliation 52.52 Number
Number of foreign subsidiaries 20.06 Number

In total
Foreign subsidiaries 4780 (5 years)

Samoa, United Arab Emirates, and Vietnam) were later eliminated due to the lack
of data for the institutional scores at the country level. As a result, we ended up
with a final sample of 4780 subsidiaries in 37 countries during the 5 years.

3.2 Measures
3.2.1 Dependent Variable

Family Manager is measured by the difference in the relative status of the for-
eign subsidiary’s head. The foreign subsidiary head is defined as the CEO (Gaur
et al. 2007). Because the CCIS database discloses the CEQO’s name in each for-
eign subsidiary, we can identify the last name of the CEO and know whether the
manager is a family member through the CCIS database (China Credit Informa-
tion Service 2001, 2002, 2003, 2004, 2005) and cross-check with other second-
ary sources (e.g., annual reports, magazine reports, Google search etc.). In fam-
ily-business groups in Taiwan, family members can also be identified by means
of a family tree based on blood ties or through marriage (Chung 2001). Our
definition of a family member is therefore based on whether the individual in
question has a kinship relationship (or relationship through marriage) with the
founding family members in the group.

Our coding then compares the status of the subsidiary head between a pair of
subsidiaries. If both subsidiaries heads are family members, we code 1, other-
wise, we code 0. This calculation is consistent with our conceptualization that
family managers are a rare resource because there are only a limited number of
family members that can be called upon. If one family manager is sent to a par-
ticular foreign subsidiary, he or she will not be available for another subsidiary.
This method of coding the dependent variable has also been utilized in previous
studies (Manev 2003; Manev and Stevenson 2001).
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3.2.2 Independent Variables

Regulative, cognitive, and normative institutional distances, which are measured by the
absolute difference of the scores between host and home countries in terms of regula-
tory, normative and cognitive institutional dimensions.

To develop the country scores of each institutional dimension, we utilized data
obtained from The World Competitiveness Yearbook published by the International
Institute for Management Development (IMD 1999, 2000, 2001, 2002, 2003). First, we
selected reports from the years between 1999 and 2003 to calculate the average value
across this period. Following previous studies (e.g., Gaur and Lu 2007; Gaur et al.
2007), we organized a panel of three academic experts who were knowledgeable about
institutional theory but who were not associated with this research, to select data items
from IMD’s World Competitiveness Yearbook as indicators for regulatory, normative
and cognitive institutions. A prerequisite for any item to be included in this group was
that it had to remain present consistently in the data across all 5 years. Then, a factor
analysis was conducted to ensure that these items could work as a group to represent
the value of regulative, normative and cognitive institutions (see Table 2).

Regulative Institutions

After checking the IMD data and discussing them with the experts, ten items
were selected from the data to represent the legal aspect of a country’s institutions.
After running the factor analysis, we selected nine items to represent regulative
institutions. The Cronbach’s alpha for 2002 data was 0.93. To ensure the data has
good reliability, we further tested the Cronbach’s alpha’s on the data for the remain-
ing 4 years, and the result for each year was above 0.90.

Cognitive Institutions

Five items were chosen to represent the belief systems and cultural frames of
the institutions, and factor analysis on the 2002 data showed good consistency with
Cronbach’s alpha for 0.80. As with the other two institutional dimensions, we fur-
ther tested the reliability of this measurement for the rest of the years, and they each
achieved Cronbach’s alpha above 0.80.

Normative Institutions

Twelve items were chosen to represent the norms and values aspect of the institu-
tions. Nine items remained in the selection after running the factor analysis, and the
Cronbach’s alpha value for 2002 data is 0.92. To ensure the data has good reliability,
we further tested the Cronbach’s alpha on the data for the remaining 4 years, and the
result for each year was above 0.90.

Calculating Institutional Distance

First we calculated country scores for each of the 37 host countries using their
corresponding scores for regulative, normative and cognitive institutions. These
scores are based on a 5-year average (see Table 3).

There are multiple ways to measure institutional distance (e.g., Gaur et al. 2007),
and each kind of measurement may have its own shortcomings. In this study, we
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observe the whole subsidiary network of each EFBG, not just the individual head-
quarter-subsidiary relations (Ghoshal and Bartlett 1990). Observing the whole
network of foreign subsidiaries can be helpful to provide the entire picture of the
relationships existing among the subsidiaries (Manev 2003; Manev and Stevenson
2001). In other words, subsidiaries are organized according to the need of the whole
business group rather than in isolation. The network view assumption fits well with
the way in which family ownership controls and then manages the business.

To observe the whole network, we need to determine the relative institutional
distances between subsidiary-subsidiary dyads in a business group year-by-year
(Manev 2003; Manev and Stevenson 2001). We started off by calculating the rela-
tive institutional distance between the headquarter and subsidiaries. For example,
if there are two subsidiaries located in the U.S.A. and China (Subsidiary A and B)
respectively, we first calculate the relative institutional distances between Taiwan
(Headquarters, HQ)-USA (Subsidiary A), and Taiwan (Headquarters, HQ)-China
(Subsidiary B). Using these two scores of institutional distances (HQ-A and HQ-B),
squaring them, we then recalculate and obtain the relative institutional distances
between Subsidiaries A and B in the subsidiary-pair matrix. Previous studies show
the square term can be used to derive an absolute difference, which is needed in our
case, and to postulate an exponential function between the distance score and the
dependent variables (Farh et al. 1998; Tsui and O’Reilly 1989).

Home-Region Oriented EFBGs

Following the definition of Rugman and colleagues (Rugman and Verbeke 2004),
we calculate the revenue of EFBGs and how it is distributed in order to determine
whether they are focusing on the home region (i.e., Asian region). Building on Rug-
man’s work, we then categorize these EFBGs as either home-region oriented (with
more than 50% of the revenue from the home region) and coded as “0”, or non-
home-region oriented (with more than 50% of the revenue from outside the home
region) and coded as “1”. Although the classification of regional focus by utiliz-
ing a dummy-coded variable has been criticized as somehow arbitrary, it is hard to
justify this variable by adding one or two standard deviations above/below mean
since it will create more than one dummy-coded variable and unnecessarily increase
the complexity of the overall analysis. Performance of foreign affiliations can be
assessed in a number of ways (e.g., Brouthers 2013; Errunza and Senbet 1984;
Zahra 2003). According to the data, we chose the foreign affiliation sales as a proxy
to measure the foreign affiliation’s international performance (Errunza and Senbet
1984; Zahra 2003) and accordingly to identify whether this EFBG is home-region
oriented. As the revenue of each FBG is subject to change, we calculate the num-
ber of home- and non-home-regionally oriented EFBGs year-by-year. As a result,
the total numbers of home and non-home regionally-oriented EFBGs is inconsistent
with the number of total EFBGs.

3.2.3 Control Variables

We employed a total of 11 control variables in the analysis (see Appendix 1). Fol-
lowing suggestions from previous literature, we used two characteristics at the
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Table 3 Country scores on the three institutional dimensions

Country Regulatory score Normative score Cognitive score
Australia 7.3 6.75 7.24
Austria 7.07 7.06 6.83
Belgium 5.60 6.86 6.82
Brazil 4.95 5.64 7.09
Canada 7.12 7.28 7.33
Chile 6.46 6.83 7.22
China 4.84 5.19 5.67
Czech 5.09 5.06 6.02
Denmark 7.57 7.54 6.89
Finland 8.15 8.08 7.65
France 5.37 6.5 5.48
Germany 6.41 7.08 6.15
Hong Kong 7.49 7.21 7.58
Hungary 5.69 5.71 6.23
India 4.97 4.7 6.04
Indonesia 3.86 4.84 542
Ireland 7.31 73 7.52
Israel 6.20 6.46 7.02
Italy 4.57 5.65 6.14
Japan 5.13 5.18 5.53
Korea 4.60 5.24 5.95
Luxembourg 7.2 7.39 7.15
Malaysia 6.12 6.05 6.83
Mexico 4.65 5.66 6.17
Netherlands 7.12 7.78 7.76
New Zealand 7.50 6.88 7.14
Norway 6.87 6.53 6.44
Philippines 4.71 5.39 6.39
Poland 4.04 448 5.27
Portugal 5.38 5.92 6.46
Singapore 8.09 7.42 7.79
Spain 5.99 6.4 6.33
Sweden 7.03 7.56 6.87
Switzerland 6.75 6.72 6.75
Thailand 5.55 5.54 6.18
United States 6.63 7.41 7.61
United Kingdom 6.67 6.96 6.35

Note: 1. The IMD database excludes some countries’ information that the business groups in Taiwan are
invested, including Samoa, Vietnam, Costa Rica, United Arab Emirates, Jordan, and Panama

Note 2. The above score data is calculated by averaging the data over 5-years. However, the distance
scores in the analytic models are a 1-year data for each business group over the 5-years
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business-group level, Group’s Asset and Group’s Age, to control for their potential
impact on the decision regarding the selection of heads of subsidiaries (Belderbos
and Heijltjes 2005; Khanna and Rivkin 2001). We controlled for the possible influ-
ence of founding family leadership by utilizing a dummy-coded variable Founder
Leadership to indicate whether EFBGs are led by the generation of the founder (“1”
indicates the founder still serves as the CEO or in a chair position in the EFBGs,
whereas it is “0”). Previous studies highlight family business groups with founding
family leadership which may provide a unique governance environment that offers
lower agency costs and higher performance (Steier 2003). Additionally, we used
Family Members in the Inner Circle to control for the influence of family owner-
ship on the selection of heads of subsidiaries. The Inner Circle is defined as the set
of leaders with decision-making power in business groups (Chung and Luo 2008).
Studies suggest that the more family members who occupy the inner circle in a fam-
ily business group, the more likely the family is to control the strategic direction of
this business group (Luo and Chung 2005). As such, it is more likely for EFBGs to
assign family members to serve in key strategic-decision roles in foreign subsidiar-
ies. We utilized the CCIS database and other secondary data to determine the ratio
of family members within the Inner Circle of the EFBGs.

Moreover, two control variables on the level of family business groups are used
to control for the international experience of EFBGs. We use Network Size to control
the maturity of the foreign operations for a particular EFBG. The size of the network
is measured by the number of subsidiaries-pairs located in an EFBG, e.g., the num-
ber of the network size is 1 for an EFBG with two subsidiaries, while the number of
the network size will be 4 when an EFBG has three subsidiaries. As the number of
subsidiaries increases, the scale and importance of an EFBG’s foreign operations
also become more substantial (Kilduff and Tsai 2003). When an EFBG has a larger
network of subsidiaries aboard, family members may not be needed as its foreign
operations are relatively matured. Following the measurement in previous studies
(Hitt et al. 1997), we also control the distinctive foreign sales in each regional mar-
ket (e.g., Asia Pacific, America, Europe, and Africa) to calculate the Level of Inter-
national Diversification of each EFBG year by year. The measurement takes into
consideration the relative importance of foreign sales in each regional market (Hitt
et al. 1997).

Lastly, we employed five subsidiary-level characteristics as control variables. We
controlled for Subsidiary Country Similarity, and Subsidiary Industry Similarity,
with both being dummy variables (Manev 2003). They were coded “1” if two sub-
sidiaries belong to the same country and 2-digit industry code, otherwise they were
coded “0”.We further controlled for Subsidiary Age Similarity, and Subsidiary Asset
Similarity, and they were measured by utilizing the distance measurement method
introduced above (Farh et al. 1998; Tsui and O’Reilly 1989) to measure the paired
subsidiaries’ age- and asset-distance based on information from the CCIS database
and secondary data. The smaller the age- or asset- distances, the more similar the
characteristics were determined to be. Finally, we controlled for the GDP Simi-
larity of the host countries, which indicates the relative importance of the market
and future potential consumption capability. This variable is also measured by the
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GDP-distance of the embedded country in the paired subsidiaries. This data was
obtained from the World Bank.

3.3 Data Analysis

This study employs a Multi-level, Mixed-effects Linear Model (Logit model) run by
STATA 9.0 software. This is considered appropriate when the data is characterized
by both random effects from the business group-level variables (the context) and
fixed effects from the independent variables in the lower level (Peterson et al. 2012;
Rabe-Hesketh and Skrondal 2012). As our model intends to understand a business
group’s decision to appoint a family member as subsidiary head at the lower level
(i.e., subsidiaries), and how this decision is affected by the dissimilarity in institu-
tional context between host and home countries, a Multilevel, Mixed-effects Linear
Model is deemed suitable for our analysis. Additionally, since we assume family
members are limited in number and their deployment is a strategic decision taken
by EFBGs among all potential subsidiaries, our analytical model runs on paired sub-
sidiaries and compares institutional distance between home country and each sub-
sidiary in the pair. We follow Manev and Stevenson (2001) and use the difference
in family membership status as the basis for an analysis of the dependent variable.
Therefore, the level of analysis in this study is the subsidiary-dyad level. Moreover,
our data include 4780 foreign subsidiaries, hence the coefficient estimates on each
of our variables are not sensitive to the inclusion or exclusion of a particular variable
(Gaur et al. 2007).

4 Results

Table 4 shows the descriptive statistics and correlations between variables used in
this study. Approximately 15% of the foreign subsidiaries in our sample have family
members as their head. Additionally, nearly half of the EFBGs still have the founder
serving as the CEO or in a chair position in the FBGs, and on average, family mem-
bers take up 78% of the inner circle.

Table 5 presents the results of our five ML models (ML-1 to ML-3), with Family
Manager as the dependent variable and Regulative, Normative and Cognitive Insti-
tutional Distance as independent variables. Model ML-1 shows the influence of all
three institutional distance variables on appointing a family member as the head of
subsidiaries in all EFBGs. ML-2 and ML-3 show the effects in the home region and
non-home region-oriented EFBGs respectively. Wald chi-square values are found to
be significant for all models, and thus, the model-of-fitness and the model setting
are reasonably well satisfied. We also test the VIF of all three independent variables
(regulative, normative and cognitive institutional distances), and all the VIF are less
than 2 in all of the models. As such, there is no potential concern for collinearity
coming from the models.
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The results of the hypotheses tests are presented in Table 5. The ML-1 model
shows support for hypotheses 1a, and 1b, but not 1c. Regulative and cognitive insti-
tutional distance both have a positive and significant influence on the likelihood
of having a family member as subsidiary head. However, a negative and signifi-
cant influence from normative institutional distance can also be observed from the
results.

To test hypothesis 2, we run the analysis on ML-2 and ML-3. The results indi-
cate that the patterns for regulative and normative institutional distance are the same
for both home-region and non-home-region-oriented EFBGs. Yet, the results show
the effect of institutional distance on FEBGs does not have a home-region orienta-
tion that is much stronger than in the case of home-region-oriented EFBGs. Moreo-
ver, for cognitive-institutional distance, only EFBGs that focus on non-home-region
show a significant association. Moreover, one-way ANOVA tests indicate that the
differences between these two groups of EFBGs are significant. Therefore, hypoth-
esis 2 is also supported. In other words, EFBGs with focus outside the home region,
in contrast to home-region-oriented EFBGs, are more likely to use family managers
in foreign subsidiaries located in host countries at a larger institutional distance.

5 Discussion
5.1 The strategic use of family managers in EFBGs internationalization

Our results show support for our hypotheses and indicate that family managers play
a strategic role during the internationalization process of the EFBGs. More specifi-
cally, not only do institutional dimensions influence the use of family managers in
EFBGs differently, but also that EFBGs with varying regional orientation behave in
a dissimilar fashion. A few points of discussion can be made based on these results.
Firstly, through the use of family managers and the positioning family members stra-
tegically in foreign subsidiaries that are located at a greater institutional distance,
EFBGs can maintain trusted management that is agile across national borders and
sustain their competitive advantages. This observation is especially prominent in
EFBGs that focus outside their home region, as their sales are mostly conducted
in countries where significant institutional differences are present. Therefore, fam-
ily managers can be argued to pertain a dual role in EFBGs (Sirmon and Hitt 2003);
it is not just the strong ties or relational contract that binds the family ownership
throughout the business groups (Peng and Jiang 2010), they also function as a spe-
cific resource that supports efficient coordination and control within the business
group network (Carney 2005; Verbeke and Kano 2012, 2016).

Secondly, while institutional pressure from the host countries can force enter-
ing firms to avoid strong ownership (Chung and Dahms 2018; Xu et al. 2004), our
results show EFBGs still commit to the use of family managers in foreign subsidiar-
ies despite the existence of large regulative- and cognitive- institutional distance.
Expanding on Peng and Jiang (2010), our results suggest that institutional and fam-
ily business group factors play a role not only at the national level, but also influ-
ence decision- making between the headquarters and subsidiaries. It is possible that
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dual roles of the family managers, i.e., relational contracting and EFBGs-specific
resource, act as a means to mitigate and manage the external institutional pressure
that EFBGs are exposed to in the host country. Especially, EFBGs can overcome
institutional distance and demonstrate “the ability to engage in behavior deviating
from the standard in a particular host setting” (Fortwengel 2017: p. 795). Our study
therefore can contribute significantly to the continuing discussions on institutional
distances and of internationalization strategy.

Our study also shows that normative institutions affect the internationaliza-
tion behavior of the EFBGs differently in comparison to regulative and cognitive
institutions. It seems that EFBGs are less likely to utilize family managers when
normative-institutional distance in the foreign subsidiaries is greater. Normative
institutions are argued to have a stronger bearing on a foreign subsidiary’s ability
to achieve legitimacy in the host country (Miller et al. 2017; Xu and Shenkar 2002),
which may severely impact their survivability and success rate. Unlike regulative
and cognitive institutions, normative institutions are about how actions should be
carried out within the society. We suspect greater difficulties may be present for
family members in observing and learning normative-institutional differences effec-
tively. As normative institutions are based on the appropriateness (Edwards et al.
2019; Scott 1995), a foreign individual ought to identify the difference and then
behave in an appropriate manner. Therefore, foreign subsidiaries facing norma-
tive institutional pressure may focus more on how to behave similar to local actors
to avoid the label of foreignness (Ahworegba 2018). Past literature indicates that
EFBGs are well aware of the limitations (Luo and Chung 2013), and can select an
appropriate method of control accordingly. As a result, EFBGs may be discouraged
to intervene, and therefore may choose not to send family members.

Lastly, we also provide insights to the regionalization argument (Rugman and
Verbeke 2005). Our results indicate that EFBGs develop managerial mechanisms to
deal with regional outsidership (Johanson and Vahlne 2009; Vahlne and Johanson
2017). In our case, we identified the selective use of family managers for EFBGs
with a different focus, which strengthens our argument that family managers func-
tion as a specific rare resource to EFBGs. That shows that EFBGs’ heterogeneity,
in our case defined as their regional focus, matters in the way they are affected by
institutional distance in their choice of selecting family managers to act as head of
their subsidiaries.

5.2 EFBGs vs. family business and family business groups from elsewhere

Although we lack a precise comparison between EFBGs with other types of firms
in regard to their internationalization behavior, e.g., family businesses (Del Bosco
and Bettinelli 2020; Vandekerkhof et al. 2015), or business groups (Gaur et al. 2007,
2019) from elsewhere, our findings remain consequential.

EFBGs and family businesses share great communalities. For instance, they
are both averse to outsider influence, and prefer debt financing instead of equity
(Arregle et al. 2017). Most importantly, both emphasize family wealth rather than
profit maximization (Arregle et al. 2007; Gémez-Mejia et al. 2007; Daspit et al.
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2018). From a historical perspective, some literature has even suggested that family
business groups and family businesses in general share a common ancestry in how
the business is structured (Khanna and Yafeh 2007).

Yet, research on the distinction between family business groups and family busi-
nesses is still in its infancy (Rosa et al. 2019). What differentiates EFBGs from fam-
ily businesses the most is the complexity of decision-making process—whether it
is due to their structure, ownership, or interaction with society (Khanna and Yafeh
2007), or as an evolving system that is influenced by their adaptivity, self-organiza-
tion and emergence (Mukherjee et al. 2019). EFBGs are considerably more diverse
horizontally and vertically than family businesses due to the large number of legally
independent affiliations interconnected via family ownership (Pihkala et al. 2019).
Unlike the family business that can be rather narrowly focusing on certain lines of
business, EFBGs require a greater managerial capacity to strategically process infor-
mation and coordinate business activities (Zellweger 2017). Family managers are
likely to be more instrumental for the internationalization of EFBGs since they not
only provide relational contracts but also firm-specific resources that are crucial for
strategic management. Additionally, if we consider that many EFBGs have evolved
from small family businesses (Khanna and Yafeh 2007), it is quite clear that certain
behavior traits may remain the same. Nevertheless, we believe that our results can
provide also insights for large family businesses, since their shared ancestorship and
the potential of sharing similar magnitudes of decision-making complexity.

The distinction between EFBGs from Taiwan, and EFBGs from other emerging
markets, and even family business groups from developed economies is further com-
plicated by the absence of the broader empirical literature (Rosa et al. 2019). For
instance, while studies by Gaur and Kumar (2009), Gaur and Delios (2015), and
Gaur et al. (2019) examine business groups in India and South Korea and mention
that “most” business groups in these respective countries are owned by families, no
further distinction has been made in discussing the results and implications for fam-
ily business groups. This shortcoming may be due to methodological challenges in
defining family business groups (Rosa et al. 2019), as well as the missing oppor-
tunity to conceptualize the advantage (and disadvantage) for having family owner-
ship (Mukherjee et al. 2019). As a result, there are rather limited comparable studies
between EFBGs from various emerging markets and family business groups from
advanced economies.

Therefore, what might differentiate emerging market family business groups
(e.g., Taiwanese EFBGs) from their counterparts located in the advanced economies
is likely to be the institutional environment of their home countries where institu-
tions can be weak, less stable or even absent (Khanna and Palepu 2000; Peng 2013).
It is also important to note that some EFBGs tend to be nurtured and supported by
their home government (Carney and Gedajlovic 2002; Khanna and Yafeh 2007). For
example, family business groups from emerging markets are known to rely upon
or even extract government resources and receive support or even protection from
government policies (Carney et al. 2018; Khanna and Yafeh 2007). EFBGs devel-
oped from this context may tend to have a stronger experience dealing with regula-
tive actors, and that can well explain the observations of Taiwanese EFBGs made in
our study having a pronounced strategy to use family mangers in regulative distant
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host countries. Family managers may be a preferable choice by Taiwanese EFBGs to
deal with the host government rather than locally hired managers as the formers are
part of the family (Wan and Hoskisson 2003). In contrast, family business groups
from advanced economies with strong institutions e.g., the Nordic European region,
which received comparatively less support from the government may not have the
same scale of dependence on family managers for foreign expansion (Piana et al.
2018).

Nevertheless, we would still expect the generalizability of our findings not to be
significantly influenced by the origins of the family business group. The general
emphasis that family business groups have is the promotion of family values and
family wealth maximization, and it is inevitable that family members are involved in
decision-making activities and the responsibility to various degrees (Carney 1998;
Carney and Gedajlovic 2002; Deephouse and Jaskiewicz 2013; Daspit et al. 2018;
Gomez-Mejia et al. 2007; Piana et al. 2018; Pihkala et al. 2019). Purkayastha et al.
(2017) show that family ownership in Indian business groups can be beneficial at the
beginning of the internationalization, and Hernandez et al. (2018) find family own-
ership may encourage Italian family business to select more risky international mar-
kets to invest. Our study is consistent with the arguments put forward by Miller and
Le Breton-Miller (2006) in that the use of trust as a firm-specific resource may be
exploited in uneven institutional terrain, and represents a key feature found in family
businesses and family business groups around the world. Arguably, family business
groups are not homogenous, and we have found that is certainly the case for Taiwan-
ese FBGs. Hence, family involvement including the use of family managers will be
based on the strategic demand from various sides of the business groups.

Lastly, the insights gained from our study could also apply to non-family business
groups because some follow an ethnocentric staffing approach. For example, busi-
ness groups from Japan show a tendency to use Japanese managers in key positions
in order to facilitate knowledge and practice transfer (Conrad and Meyer-Ohle 2019;
Gaur and Lu 2007). In that way, our findings complement Gaur et al. (2007) who
found that greater institutional distance leads Japanese firms to employ Japanese
directors in their subsidiaries. Our study extends their findings in that we add the
notion that the regional orientation of the firm also impacts such decision making.

6 Conclusions

In this study we set out to answer the questions of how institutional distances affect
the EFBGs’ use of family managers when operating in foreign markets, and how
that is in turn affected by their heterogeneity in regional focus. We argued EFBGs
use family managers as a unique EFBGs’-specific resource in internationalization
to mitigate institutional distance effects between home and host country. Our results
support this argument when foreign subsidiaries are located in countries at a greater
regulative- and cognitive-institutional distance. However, we also found that they
refrain from doing so when faced with cases involving larger normative institutional
distance. Furthermore, EFBGs with a focus outside the home region, due to their
sales being generally distributed in countries with greater institutional differences,
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are more likely to use family managers than do their counterparts. Our study con-
tributes to the continuing investigation of the impact of institutional distance on the
internationalization behavior of the multinational enterprise, as well as advancing
the overall understanding of EFBGs located internationally.

6.1 Limitations and Future Research

As with any research, this study has limitations that could point towards fruitful
future research directions. Even though the Taiwanese EFBGs in our sample belong
to the Top-100 business groups in the country, this study does not include any
explicit performance measurement. Instead, we place our emphasis on the relation
between institutional distance and the use of family managers, and do not investigate
whether this helps EFBGs and their foreign subsidiaries deliver better results. Future
studies can extend our results to investigate this matter. Additionally, although the
choice of EFBGs from Taiwan is justified given that previous international busi-
ness research has predominantly investigated advanced-economy samples (Edwards
et al. 2019), and family business groups as a whole are of growing importance in
the world economy (Banno and Sgobbi 2016; Vandekerkhof et al. 2015); it would
be interesting to see if our results also hold in other countries. Especially family
business groups from different parts of the world may not have the same ownership
style due to the social, cultural and institutional context they are embedded in. Fam-
ily business groups from a certain region may have experienced modernization or
capacity development (Carney 2005; Carney et al. 2018), which can have an impact
on how they use family members in key positions, and even regarding the succession
plan yet to be implemented. Future studies can look into regional variations, as well
as the stage of development in family business groups in relation to the use of fam-
ily managers in foreign subsidiaries. In addition, it might well be that some family
managers are sent abroad to head subsidiaries as a kind of punishment. For instance,
it might well be that some locations might be more desirable than others and that for
internal reasons some family managers are transferred to less desirable locations.
Furthermore, it might also be the case that some subsidiaries have had family mem-
bers assigned previously due to a number of other reasons such as tradition or a his-
tory of the subsidiary. However, our data is unable to capture such intricacy.

6.2 Managerial Relevance

The results of our study also provide valuable managerial implications for the deci-
sions EFBGs make regarding whether or not to send family members overseas to
lead their subsidiaries. First, EFBGs need to be aware that not every aspect of insti-
tutions impacts the groups in the same way, and the use of family members in for-
eign subsidiaries is not a straight-forward control mechanism to overcome all of the
challenges faced in foreign operations. Although the use of family managers in for-
eign subsidiaries has the distinct advantage of extending family values and transfer-
ring knowledge, the competitive advantage created by using family managers may
be restricted to certain institutional conditions in the host country. While it may
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be sufficient to use family members to strengthen the connections between foreign
subsidiaries and headquarter when there are greater dissimilarities in regulative and
cognitive institutions in the host countries, it may not work as well in terms of nor-
mative-institutional distance. Therefore, our results seem to indicate that the use of
family managers as a control mechanism is possibly interwoven into the institutional

logic already embedded in a given society.

Appendix 1: List of control variables

Variable Characteristic Measurement Control level Source
Control 1: Group The asset the $ (USD) Group level CCIS and secondary
asset EFBG owns data
Control 2: Group The age of the Number of year Group level CCIS and secondary
age EFBG data
Control 3: Founder Whether the Dummy variable Group level CCIS and secondary
leadership founder still (Yes—1/No—0) data
serves as the
CEO or chair
position
Control 4: Family ~ Percentage of fam-  Percentage (%) Group level CCIS and secondary
member in inner ily member is in data
circle the inner circle
Control 5: Interna-  The extent of sales Number score Group level CCIS and secondary
tional diversifica-  outside domestic data
tion market and their
global distribu-
tion (in regional
level)
Control 6: Network The scale and Numbers foreign Group level CCIS and secondary
size intensity of subsidiary (in data
subsidiaries in pairs) from the
foreign countries EFBG
Control 7: Sub- Whether subsidiar- Dummy vari- Subsidiary level CCIS and secondary
sidiaries country ies are located in able (same coun- data
similarity the same country try—1/no—0)
Control 8: Sub- Whether subsidiar- Dummy variable Subsidiary level CCIS and secondary
sidiaries industry ies are located in (same indus- data
similarity the same industry  try—1/no—0)
Control 9: Sub- Difference in age Year Subsidiary level CCIS and secondary
sidiaries age between subsidi- data
similarity aries
Control 10: Sub- Difference in asset  $ (USD) Subsidiary level CCIS and secondary
sidiaries asset between subsidi- data
similarity aries
Control 11: Sub- Difference in GDP  $ (USD) Subsidiary level The World Bank

sidiaries country
GDP similarity

between the
countries where
subsidiaries
located
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