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Editorial Statement

Family Business and SMEs

Xiaowei Rose Luo
INSEAD, France

Family firms and SMEs (small and medium-sized enterprises) contribute about 70
to 90 percent of global GDP (McKinsey & Company, 2014) and the lion’s share in
job creation, and represent a growing area of research. For instance, scholars have
looked into whether family firms have distinct goals, approach towards risks, gov-
ernance structures and strategies, and whether they outperform nonfamily firms
and why (Schulze & Gedajlovic, 2010). While research on family business and
SMEs is still relatively not in the spotlight, such research in emerging and transi-
tional economies is even more lacking. However, these firms play a critical role
in their countries, if not more so than in mature markets. For example, family busi-
nesses contribute to about 60 percent of the aggregate GNP in Latin America. In
China, about 67% of the firms were non-state owned and non-state-owned firms
contributed to 47% of the R&D in 2017 (Report of the Top 500 Firms in China,
2017). The majority of these firms are family businesses and/or SMEs.

We call for more research on family firms and SMEs in emerging and tran-
sitional markets. The institutional void perspective on emerging/transitional
markets suggests the unique challenges these firms face in such contexts, such as
the regulatory risks, weak law enforcement, and lack of market intermediaries
(Khanna & Palepu, 1997). In addition, these firms are subject to multiple institu-
tional pressures from the state, traditional culture as well as the influences from glo-
balization (Luo, Wang, & Zhang, 2017). In some transitional markets such as
China, family firms have suffered from a legitimacy deficit and hence faced
added difficulties in resource acquisition (Li, Chen, Chua, Kirkman, Rynes-
Weller, & Gomez-Mejia, 2015).

Rigorous research is thus needed to shed light on how family firms and SMEs
cope with the challenges and respond to the opportunities in such uncertain and
fast-evolving markets with weak market institutions and multiple institutional pres-
sures. Prior studies have suggested that the family relationships and ties built with
other firms and political officials helped to substitute the weak market institutions
and improve firm performance (e.g., Luo & Chung, 2013; Peng & Luo, 2000). But
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will such relationships also subject firms to risks and how do the firms tackle the
risks? Why do some of them fail and others rise to be sector leaders? What are
the different routes of scale-up? What are these firms’ innovation strategies?
How do they prevent themselves from being copied and achieve sustainability?
How do they attract and retain talents? Do they pursue internationalization and
how is it different from such strategies of nonfamily or large firms or their counter-
parts in mature markets? How do these firms manage diverse stakeholders in their
environment such as customers, supply chain partners, the state, and community?
These are some examples of important questions we can ask.

We seek studies on single or multiple emerging/transitional markets, or com-
parative research (i.e., comparing family firms or SMEs in emerging vs. mature
markets). Different theoretical perspectives and research methods are welcome.
Contribution to both theory and practice is a key requirement. The contexts of
emerging/transitional markets will help to extend our management and organiza-
tion theories, and we hope to attract studies that have significant managerial or
policy implications.

REFERENCES

Khanna, T., & Palepu, K. 1997. Why focused strategies may be wrong for emerging markets.
Harvard Business Review, 75(4): 41-51.

Li, X. C., Chen, L., Chua, J. H., Kirkman, B. L., Rynes-Weller, S., & Gomez-Mejia, L. 2015.
Research on Chinese family businesses: Perspectives. Management and Organization
Review, 11(4): 579-597.

Luo, X. R., & Chung, C.-N. 2013. Filling or abusing the institutional void? Ownership and manage-
ment control of public family businesses in an emerging market. Organization Science. 24:
591-613.

Luo, X. R, Wang, D., & Zhang, J. 2017. Whose call to answer: Institutional complexity and GSR
reporting of Chinese firms. Academy of Management Journal, 60: 1321-1344.

Peng, M. W., & Luo., Y. 2000. Managerial ties and firm performance in a transition economy: The
nature of a micro-macro link. Academy of Management Journal, 43(3): 486-501.

McKinsey & Company. 2014. Perspectives on founder- and family-owned businesses, October.

Report of the Top 500 Firms in Chin. 2017. #1[E 50058 4k & R & 2017.

Schulze, W. S., & Gedajlovic, E. R. 2010. Whither family business? Journal of Management
Studies, 47(2): 192-204.

© 2019 The International Association for Chinese Management Research

https://doi.org/10.1017/mor.2019.7 Published online by Cambridge University Press


https://doi.org/10.1017/mor.2019.7

	Family Business and SMEs
	REFERENCES


