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Previous research has delved into both economic and non-economic determinants influencing foreign exits, yet
the role of socioemotional wealth (SEW) in this strategic decision of family firms has been underexplored. Our
study addresses this oversight by examining three principal dimensions from the FIBER SEW framework: family
control (F), binding social ties (B), and the renewal of family bonds (R). We utilise a probit model to analyse data
from Chinese listed family multinational corporations spanning 2008 to 2019. Our analysis yields two primary
insights. Firstly, the presence of family directors and international experience collectively diminish the proba-
bility of foreign exits. Secondly, our findings do not indicate gender differences among successors as influencing
foreign exits. Notably, the association between poor performance and foreign exits becomes attenuated with an
increase in the number of family directors and their international experience, and in scenarios involving male
successors. These insights significantly enrich our theoretical comprehension of how SEW dimensions inform

strategic decision-making regarding foreign exits in family enterprises.

1. Introduction

Previous research has illuminated significant insights into firm entry
and expansion in foreign countries, underpinned by various theoretical
foundations (Duran, Kostova, & van Essen, 2017; Surdu & Mellahi,
2016). However, the decision-making processes of firms, particularly
family firms, regarding exit from foreign markets remain relatively
under-researched (Arregle, Duran, Hitt, & van Essen, 2017; De Massis,
Frattini, Majocchi, & Piscitello, 2018; Debellis, Rondi, Plakoyiannaki, &
De Massis, 2021). Given the trend towards regionalisation and retreat
from international markets, an in-depth understanding of foreign exits
becomes crucial as firms should learn from both failures and successes
(Chen, Li, & Fan, 2021; Chen, Wang, Cui, & Li, 2021). In international
business, the combined decisions of entry, expansion, exit, and re-entry
contribute to balancing global strategy over the long term (Hopenhayn,
1992; Surdu, Mellahi, Glaister, & Nardella, 2018; Surdu & Narula,
2021). Particularly in family firms, however, decision-making reflects
diverse strategic priorities with an emphasis on non-economic objec-
tives, constituting a less explored research domain (Arregle, et al., 2021;
Arregle et al., 2017).

Non-economic objectives hold significant importance for family
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firms, and socioemotional wealth (SEW) is recognised as a pivotal
characteristic distinguishing family firms from other organisations
(Gémez-Mejia, Haynes, Ntnez-Nickel, Jacobson, & Moyano-Fuentes,
2007; Reina, Pla-Barber, & Villar, 2023; Swab, Sherlock, Markin, &
Dibrell, 2020). Consequently, our study aims to explore how
non-economic considerations, both independently and in tandem with
economic factors, influence foreign exit decisions. While prior literature
predominantly identifies poor performance as a key driver of such de-
cisions (Berry, 2013; Tan & Sousa, 2018), our study delves into the
diverse impacts of multiple SEW dimensions on foreign exit. The inter-
play between economic and non-economic factors in family firms’ exit
decisions is a complex one (Diaz-Moriana, Clinton, & Kammerlander,
2024; Symeonidou, DeTienne, & Chirico, 2022), aligning our research
with contemporary efforts to comprehend international business and
foreign exits in varying contexts (Chirico, et al., 2020; Sanguineti,
Majocchi, & Cavusgil, 2022; Surdu, Greve, & Benito, 2021). Our
multi-dimensional SEW perspective responds to recent calls for a more
nuanced understanding and integration of SEW dimensions with eco-
nomic constructs (Reina, Pla-Barber, & Villar, 2023; Swab, Sherlock,
Markin, & Dibrell, 2020).

Adopting Berrone, Cruz, and Gomez-Mejia (2012) multidimensional

Received 13 October 2022; Received in revised form 21 December 2023; Accepted 28 December 2023

Available online 10 January 2024
0969-5931/© 2023 Elsevier Ltd. All rights reserved.


mailto:chenxj@swjtu.edu.cn
www.sciencedirect.com/science/journal/09695931
https://www.elsevier.com/locate/ibusrev
https://doi.org/10.1016/j.ibusrev.2023.102253
https://doi.org/10.1016/j.ibusrev.2023.102253
https://doi.org/10.1016/j.ibusrev.2023.102253
http://crossmark.crossref.org/dialog/?doi=10.1016/j.ibusrev.2023.102253&domain=pdf

X. Pan et al.

FIBER construct that has been extensively applied in SEW studies
(Bargoni, Alon, & Ferraris, 2023; Swab et al., 2020), we concentrate on
three of its dimensions: family control (F), binding social ties (B), and
renewal of family bonds (R). These dimensions, collectively, encapsulate
both the current and heritage aspects of a family firm’s characteristics in
the context of international business. We acknowledge the limitation of
not directly testing the other two dimensions — identification with the
firm (I) and family emotions (E) — due to their infeasibility of direct
measurement using archival data. The implications of this limitation and
suggestions for future research are discussed later in this paper.

We propose that family control will decrease the likelihood of foreign
exits and mitigate the exit incentives caused by poor performance. This
is largely attributed to the loss-averse nature of SEW, encouraging
family firms to persist in foreign markets rather than withdraw. This
tendency is also hypothesised to negatively moderate the positive cor-
relation between poor performance and foreign exits (Kim, Hoskisson, &
Zyung, 2019). Moreover, we hypothesise that international experience
exerts a negative direct and moderating effect, as psychological
attachment to routines — a vital aspect of SEW - likely weakens family
firms’ impetus for exit (Swab et al., 2020). Regarding successors, we
theorise that family firms with male successors might be more resistant
and less likely to make strategic changes. Thus, we posit that a prefer-
ence for sons as successors in family firms may also have a negative
moderating effect in situations of poor performance (Chen, Ying, Wu, &
You, 2021).

This research contributes significantly to the literature in two ways.
First, it examines the direct impacts of three SEW dimensions, aug-
menting the limited literature on foreign exits, a strategic choice for
family firms. As studies on the antecedents of family firm foreign exits
are nascent (Arregle et al., 2021; Debellis, et al., 2021), utilising the
FIBER framework enriches our understanding of SEW theory and its
implications for global strategies of family firms. Second, by exploring
moderating effects, we bridge economic and non-economic drivers of
foreign exits, addressing a notable gap in evidence that family firms
frequently engage in international operations. While previous studies
have focussed on economic factors of foreign exits (Arte & Larimo, 2019;
Schmid & Morschett, 2020), non-financial considerations have been
relatively overlooked (Chirico et al., 2020; Symeonidou et al., 2022).
Our study advances a more comprehensive understanding of family firm
foreign exits by integrating economic and non-economic factors in the
context of their SEW considerations.

2. Theoretical roots and hypotheses development
2.1. Research on foreign exits

In academic research, the term ’foreign exit’ is often used inter-
changeably with phrases such as ’international exit’ (Tan & Sousa,
2018), foreign divestment’ (Arte & Larimo, 2019; Schmid & Morschett,
2020), ’liquidation’ (Nemeth & Nippa, 2013), ’subsidiary mortality’
(Sartor & Beamish, 2020), and 'withdrawal’ (Pauwels & Matthyssens,
1999). In this study, we adopt Tan and Sousa’s (2019) definition of
foreign exit as ’a foreign direct investment (FDI) firm’s decision to
liquidate or sell an active operation in a foreign market’ (p. 466). As our
primary focus is on the global strategic decisions of family firms, we
define a foreign exit as the termination of a firm’s operations in a foreign
market.

Economic considerations have historically been deemed the pre-
dominant drivers of foreign exits (Berry, 2013; Boddewyn, 1979).
Among these, poor performance has been identified as particularly
influential (Duhaime & Grant, 1984; Mata & Freitas, 2012; Morris &
Moore, 2000; Tan & Sousa, 2018, 2019). Poor international firm per-
formance not only jeopardises the survival of subsidiaries (Berry, 2013;
Boddewyn, 1979), but also diminishes the parent firm’s legitimacy
(Choquette, 2019; Nemeth & Nippa, 2013) and adversely affects the
likelihood of future re-entry (Bernini, Du, & Love, 2016; Surdu, Mellahi,
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& Glaister, 2018). Numerous empirical studies corroborate that firms
are more prone to exit international markets when performance falls
below expectations (Schmid & Morschett, 2020; Tan & Sousa, 2019;
Vissak & Zhang, 2015).

Conversely, considerable anecdotal evidence indicates a reluctance
to exit even amidst poor performance (Chan, Makino, & Isobe, 2006;
Dai, Eden, & Beamish, 2017; Tan & Sousa, 2019). For instance, despite
Suning, the online Chinese retail seller and owner of Inter Milan FC,
incurring record losses of €245.6 million in 2021 - the same year the club
secured the Serie A league title - Suning continues to maintain control
over the club, despite ongoing financial strains. Consequently, over the
past few decades, scholars have increasingly considered non-economic
factors, exploring these from various theoretical standpoints (Dai
et al., 2017; Tan & Sousa, 2019). On a macro level, national charac-
teristics, such as the institutional context and governance quality,
significantly influence entry and exit decisions in diverse markets (Surdu
et al., 2018). For example, Getachew and Beamish (2017) utilised data
from 249 subsidiaries of Japanese firms to assess the likelihood of
foreign subsidiaries exiting African markets. Their findings indicated a
heightened exit risk for subsidiaries in Africa compared to those in OECD
markets, attributed to institutional voids and instability. In a recent
study, Luiz and Barnard (2022) analysed six cases in South Africa,
identifying four distinct periods of institutional (in)stability. They
observed that emerging market multinationals expanded to proximate
developing countries during periods of relative home-country stability
but shifted their investments to developed countries amidst
home-country instability. Additionally, Zeng, Wells, Gu, and Wilkins
(2022) examined the escalating geopolitical and economic tensions
between the United States and China, finding that these conflicts have
prompted the exit and relocation of US firms to Southeast Asia.

At the firm level, a myriad of firm-specific characteristics, derived
from diverse theoretical perspectives, have been identified as significant
influencers of entry, exit, and re-entry decisions (Juergensen, Narula, &
Surdu, 2021; Kafouros, Cavusgil, Devinney, Ganotakis, & Fainshmidt,
2022; Surdu, Mellahi, Glaister, et al., 2018). For example, Bernini et al.
(2016) examined the opportunistic and intermittent exporting behav-
iour of French manufacturing firms from 1997 to 2007. They discovered
that smaller and less productive firms are more prone to exit exporting,
as their behaviours are heavily influenced by market demands. Fisch and
Zschoche (2012) analysed 596 production locations of 189 German
manufacturing firms, finding that decisions to divest from a foreign
location due to rising and uncertain labour costs are impacted by factors
such as the ease of dismissing workers and the possibility of shifting
production to locations with contrasting labour cost trends. Their find-
ings also indicated that the costs associated with increasing production
output moderate the effect of labour cost developments in the remaining
production network locations on the decision to withdraw from a spe-
cific location.

Scholars have also noted the differing impacts of national and firm-
level variables. In a meta-analysis by Schmid and Morschett (2020), the
authors concluded that subsidiary-level factors exert a stronger influ-
ence on divestment likelihood than parent firm or host country char-
acteristics. They suggested that the resource-based view and transaction
cost approach provide more robust explanations for foreign divestment
than organisational learning theory or institutional theory. Analysing 18
potential antecedent variables from 45 articles, Schmid and Morschett
(2020) identified 10 variables significantly affecting the likelihood of
foreign divestment, while the effects of 8 antecedents remained incon-
clusive. This corpus of research underscores the efforts to comprehend
the economic and non-economic factors driving exit decisions.

Recently, Arte and Larimo (2019) conducted a systematic review,
employing eight theoretical frameworks to consolidate key findings on
foreign divestment. For instance, the resource-based view posits that
firms internationalise to utilise capacities in other countries; thus, any
adverse outcomes could lead to the termination of foreign operations
(Makino, Chan, Isobe, & Beamish, 2007). In transaction cost economics,
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a prevalent perspective on internationalisation, foreign business is
perceived as a means to reduce transaction costs and financially benefit
the parent firm (Sui, Baum, & Malhotra, 2019). Duran, et al. (2017)
conducted a meta-analysis of 177 studies, highlighting that the perfor-
mance of publicly listed family firms is contingent on the state of four
types of institutions, which shape the firm’s competitive advantages
through unique mechanisms. These mechanisms, in turn, influence
strategic decisions such as expansion and retreat. Among various theo-
retical perspectives, the behavioural theory of the firm shows significant
potential in providing dynamic insights into internationalisation de-
cisions, encompassing multi-mode market entries and re-entries
(Andrews, Nell, Schotter, & Laamanen, 2023; Brammer, Nardella, &
Surdu, 2021; Surdu, et al., 2021). Utilising data from 6040 foreign
subsidiaries of Japanese firms over 14 years, Park and Chung (2019)
posited that subsidiaries engaging in competence-creating learning be-
haviours while expanding into multiple businesses are more likely to be
divested due to escalating complexity.

2.2. SEW and family firm foreign exits

Drawing upon behavioural, agency, and prospect theories of the
firm, Gomez-Mejia et al. (2007) posited that SEW encapsulates the
emotional attachment and social wealth of family members in relation to
their family business. As a non-economic consideration, SEW is a
distinctive factor elucidating the unique behaviours of family firms.
Family members are frequently driven by non-financial goals, such as
upholding family harmony and preserving the family legacy, which may
occasionally conflict with the firm’s financial interests (Gomez-Mejia,
Cruz, Berrone, & Castro, 2011; Swab et al., 2020). SEW has garnered
widespread acceptance and application in various domains of family
firm research, including aspects such as CEOs and risk behaviours
(Gomez-Mejia et al., 2014), corporate governance (Bauweraerts, Scias-
cia, Naldi, & Mazzola, 2019), innovation (Li & Daspit, 2016), M&As
(Gomez-Mejia, Patel, & Zellweger, 2018), and corporate social re-
sponsibility (Berrone, Cruz, Gomez-Mejia, & Larraza-Kintana, 2010). As
Brigham and Payne (2019, p. 326) observed, the concept of SEW rep-
resents ‘one of the most significant developments’ in family business
research over recent decades.

SEW has also been instrumental in elucidating the internationalisa-
tion processes and expansions of family firms (Calabro, Torchia, Pukall,
& Mussolino, 2013; Lin & Wang, 2021; Tomo, Mangia, Pezzillo Iacono,
& Canonico, 2022). This line of research initially recognised the
importance of SEW and sought to articulate its impact and processes on
family firm global expansions. For example, Segaro, Larimo, and Jones
(2014) discovered that family commitment culture and stewardship
orientation could negatively influence internationalisation in their ex-
amination of 80 Finnish manufacturing firms. Lohe, Calabro, and
Torchia (2021) undertook a case study of eight German family firms,
identifying three major factors—pull, push, and family firm character-
istics—that collectively drive internationalisation decisions. Duran,
et al. (2017) investigated how government political ideology affects the
internationalisation behaviour of family-controlled firms, finding that
internationalisation can be diminished when the government’s ideology
aligns with their non-economic objectives, such as the preservation of
SEW.

Other studies have focused more on the conflicts between financial
and SEW goals, comparing their divergent impacts on internationalisa-
tion. In a survey of over 300 Australian family firms, Graves, Shi, and
Barbera (2022) suggested that non-economic goals exert a more sub-
stantial influence on international behaviours than economic goals.
Metsola, Leppaaho, Paavilainen-Mantymaki, and Plakoyiannaki (2020),
advocated for a ‘mix-gamble’ approach during the internationalisation
process to balance the prioritisation between SEW and economic goals in
their review of 172 empirical studies from 1991 to 2018. Duran and
Ortiz (2020), studied 80 family-controlled firms on the Chilean stock
market, and posited that the relationship between firm performance and
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the number of controlling families follows an inverted U-shaped pattern,
attributable to the differing socioemotional goals of the multiple fam-
ilies within the firm.

Contrasting with the body of research on SEW and global expansion
in family firms, the literature pertaining to foreign exits predominantly
focuses on single, firm-specific determinants. Akhter, Sieger, and Chirico
(2016), through a case study of six family firms in Pakistan, revealed
that business families may opt to close a subsidiary business rather than
sell it, influenced by considerations of business identity fit. Similarly,
existing research exploring the drivers of foreign exits has primarily
examined key determinants for domestic enterprises, largely through
the lens of agency theory. Block (2010), for example, analysed the
impact of family management and family ownership among S&P 500
firms, and discovered that greater family ownership correlates with a
reduced propensity for significant job cuts, whereas family management
only moderates the relationship between firm profitability and the
likelihood of downsizing. Chung and Luo (2008), in their study of 109
business groups in Taiwan, found that family-controlled business groups
are less inclined to divest from unrelated businesses, possibly due to the
perceived low potential gains and efficiencies from remaining
diversified.

In comparison to research focusing on family ownership and control
in exit decisions, applying SEW to study foreign exits in family firms is
relatively nascent but has recently garnered scholarly interest (Debellis,
et al., 2021; DeTienne & Chirico, 2013). Researchers are endeavouring
to identify SEW factors influencing firm exits and to investigate the
choices in exit strategy. For instance, Chirico et al. (2020), examining
exit options such as mergers, sales, and dissolutions among 7936
Swedish companies from 2004 to 2008, observed that family firms tend
to favour exiting through mergers. In contrast, non-family firms, with a
preference for monetary returns, are more likely to choose sales or dis-
solutions when facing underperformance. Utilising data from 1191 firms
from 2008 to 2011, Symeonidou et al. (2022) discerned that the per-
formance thresholds prompting family firm exits are lower than those
for non-family firms. In light of the growing trends in anti-globalisation
and regionalisation, recent studies have advocated for further explora-
tion into family firm exits, particularly focusing on the multifaceted
dimensions of SEW and its interplay with performance. This forms the
aim and scope of our current research.

2.3. Hypotheses development

Given that ’poor performance’ is acknowledged as a crucial eco-
nomic factor in foreign exit decisions (Berry, 2013; Boddewyn, 1979;
Tan & Sousa, 2018, 2019), our research concentrates on the direct im-
pacts and moderating effects of SEW in formulating our hypotheses.
Utilising the FIBER framework of SEW, we specifically focus on three
dimensions: family control (F), binding social ties (B), and renewal of
family bonds (R). Our theoretical foundation begins with exploring the
primary effect. Moreover, we delve into the interaction of these three
dimensions as boundary conditions in the dynamic between poor in-
ternational performance and foreign exits. This approach is premised on
the understanding that SEW considerations distinctly differentiate the
strategic choices of family firms from those of public organisations
(Swab et al., 2020).

We propose two principal reasons why family directors diminish the
likelihood of a firm exiting foreign markets. Firstly, family directors
prioritise SEW, fostering patience and commitment in foreign ventures.
This perspective is supported by academic consensus, which illustrates
that family firms engage in long-term investment strategies, including
extended board tenures, innovation, and CSR practices (Chen, Pan, &
Sinha, 2022). This inclination enables family firms to establish
long-term goals for gradually solidifying the business and optimally
utilising both financial resources and SEW for enduring performance.
Additionally, family firms with a higher proportion of family directors
on their boards are likely to emphasise family-centric goals, influencing
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the board’s adherence to original decisions (Kellermanns, Eddleston, &
Zellweger, 2012; Newbert & Craig, 2017). For instance, Morgan and
Gomez-Mejia (2014) highlighted the heightened commitment of family
members, while Le Breton-Miller and Miller (2013) noted their dedi-
cation to the founder’s objectives. Therefore, we suggest family directors
are more resolute in upholding the business strategies formulated upon
entering the foreign market, as evidenced by Diaz-Moriana, Clinton, &
Kammerlander, 2024 who emphasised commitment as a core value in
family firms’ strategic decision-making.

In addition to realising family-centric goals, family members are
inclined to perceive foreign exits as a complete loss of SEW, or ‘SEW
extinction,” leading them to resist exiting (Berrone et al., 2012, p. 261).
Once established, family directors may develop a strong emotional
attachment to foreign subsidiaries and their employees, considering
them as part of the extended family network. Ceipek et al. (2021)
demonstrated that firms with more family directors are generally con-
servative about maintaining SEW stock. Boers, Ljungkvist, Brunninge,
and Nordqvist (2017) argued that some family firms prefer ‘going pri-
vate’ to regain independence and control, thereby reshaping their
identity as private, family-owned entities. Consequently, family mem-
bers with significant assets invested in the family firm may exhibit
reluctance in making exit decisions.

Thus, we argue:

H1. :Family directors are negatively associated with the probability of
family firm foreign exits.

We also anticipate that family directors negatively moderate the
relationship between poor international performance and foreign exits.
On one hand, the literature has documented conflicts between SEW and
financial performance, with numerous studies indicating that family
firms are more inclined to prioritise SEW over financial considerations
(Berrone, et al., 2012; Gomez-Mejia, et al., 2007; Graves, et al., 2022).
For example, Chirico, et al. (2020) observed that family firms are likelier
to opt for exiting via merger, even though selling may yield higher
financial returns. Furthermore, Christensen-Salem, Mesquita, Hashi-
moto, Hom, and Gomez-Mejia (2021) noted that employees in family
firms perceive a higher level of organisational caring compared to those
in non-family firms, resulting in enhanced productivity and success.
Consequently, family firms may refrain from exiting unprofitable mar-
kets due to a sense of attachment, viewing it as a symbol of the family’s
success and prestige, or out of concern that exiting could tarnish the
family’s reputation.

On the other hand, given the loss aversion associated with SEW, it is
plausible that family firms may choose to retain foreign businesses, even
amidst financial distress. Verbeke and Kano (2012) described ’familism’,
a form of misguided agency thinking extending to nonfamily members,
as a well-documented manifestation of bifurcation bias within family
firms. More recently, Kim, et al. (2019) introduced the notion of family
favouritism, which elucidates how family members utilise familistic
criteria to make decisions that appear rational. This bias towards
maintaining previous decisions can also pervade the thinking of
non-family members, leading to ostensibly rational choices. Underpin-
ning SEW is prospect theory, which posits that ‘losses loom larger than
gains’ (Kahneman and Tversky, 1979, p. 279). This theory explains why
family directors may view foreign exits as a complete forfeiture of their
family assets, thus displaying reluctance in making exit decisions
(DeTienne & Chirico, 2013). Hence, we propose that the family control
dimension, embodied in family directors, exerts both direct and
moderating influences on the decision to exit foreign markets.

Thus, we predict:

H2. : Family directors have a negative moderating impact on the
relationship between poor international performance and family firm
foreign exits.

The second dimension of the FIBER framework pertinent to our study
is binding social capital (B), which, in our context, is represented by
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international experience. The significance of experience in international
business has been extensively acknowledged in the literature (Dai, et al.,
2017; Ozkan, 2020; Tan & Sousa, 2018, 2019). We hypothesise a
negative direct impact on foreign exits, premised on the long-standing
conceptualisation of experience as a crucial component of social capi-
tal. For family firms, an accumulation of international experience cor-
relates with increased SEW (Ellis, 2011; Gomez-Mejia, et al., 2011). As
international experience is regarded as vital social capital in foreign
markets, family firms are more likely to commit to long-term engage-
ment to acquire local knowledge and incrementally build SEW (Claver,
Rienda, & Quer, 2009). For example, Majocchi, D’Angelo, Forlani, and
Buck (2018) discovered that the international work experience of
family-managers positively impacts exporting activities, underscoring
that family managers, often chosen based on family ties rather than
foreign experience, glean benefits from foreign market learnings over
time. Following this rationale of SEW preservation, we suggest that
family firms with extensive international experience will develop
stronger attachments to international markets, thus reducing the like-
lihood of exit.

Moreover, family firms with international experience have estab-
lished businesses and cultivated long-standing local networks in foreign
markets (Tan & Sousa, 2019). Social capital and embeddedness in
foreign communities are highly valued assets in family firms (Dia-
z-Moriana, Clinton, & Kammerlander, 2024; Symeonidou, DeTienne, &
Chirico, 2022). This psychological attachment serves as a pivotal driver
of family firms’ internationalisation, reflecting their emotional
connection to their endeavours and how family members foster a sense
of belonging within their family business (Berrone et al., 2012; Swab,
et al., 2020). Consequently, family firms tend to exhibit reluctance to-
wards change, even when financial gains are evident, especially in
challenging financial circumstances where exiting might be perceived as
‘abandonment’. For example, family firms often adhere to their family
identity and avoid collaborations with other firms (Gomez-Mejia, et al.,
2007). Given their emotional ties to established routines, family firms
are also less inclined to engage with external partners (Ceipek et al.,
2021). Therefore, family MNEs are typically hesitant to sever these
non-financial relationships, which constitute a vital component of their
SEW (Kim et al., 2019).

Therefore, we propose:

H3. :International experience is negatively associated with the prob-
ability of family firm foreign exits.

Further, we hypothesise a negative moderating effect on the rela-
tionship between poor international performance and family firm
foreign exit. This relationship should not be unexpected, considering
that family firms with substantial international experience, signifying
significant investment in terms of money, time, attention, and energy
(Kim, et al., 2019), are likely less disposed to exit, even amidst poor
international performance. DeTienne and Chirico (2013) observed that
families demonstrate a high level of commitment and willingness to
remain in the business when faced with low performance or substantial
losses in industrial or foreign environments. A primary reason for this
commitment is the attachment to the business developed through prior
international experience, often taking precedence over other consider-
ations, such as economic factors. With family members’ focus on SEW,
the decision to exit becomes particularly challenging if there are high
sunk costs in international operations. Therefore, we propose that in-
ternational experience, serving as binding social ties, has both negative
direct and moderating effects on the decision-making process regarding
foreign exits in family firms.

Therefore, we suggest:

H4. : International experience has a negative moderating impact on
the relationship between poor international performance and family
firm foreign exits.

Our third dimension of interest within the FIBER framework is the
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renewal of successors (R). Successors are pivotal in determining the
preservation of the family legacy, and logically, family firms should opt
for the most competent individuals as successors. However, a significant
gender bias persists in successor selection. Extensive research in family
business suggests a preference for male successors, a phenomenon often
referred to as ’daughter exclusion’ (Wang, 2010) or women’s invisibility
(Jimenez, 2009). For example, Zellweger, Sieger, and Halter (2011)
indicated that females, while not explicitly excluded from succession,
face disadvantages in succession races. In a German sample, Schroder,
Schmitt-Rodermund, and Arnaud (2011) showed that females, although
not explicitly excluded from succession candidate lists, faced a disad-
vantage in succession races. Likewise, through cases in France, observed
that daughters are more frequently denied leadership roles, Byrne and
Fattoum (2015) relegated to less influential positions, or self-select out
of the business. Thus, despite advancements, gender differences remain
entrenched in our social structure.

As the succession is a joint decision by predecessor and successor
involving the exchange of material and emotional resources (De Massis,
Chua, & Chrisman, 2008), we adopt the gender differences for male and
female successors and expect the gender has a direct impact on the
foreign market exit for two reasons. First, from the predecessor’s side,
crafting the family legacy and nurturing the successors are the key
factors to prosper the family business for the next generation. Thus, the
predecessors are more likely to shape the business towards the charac-
teristics and preferences for their successors to increase the willingness
or ease the difficulties of management transitions (Daspit, Holt, Chris-
man, & Long, 2016; Perricone, Earle, & Taplin, 2001). In this context,
the gender of the successor will become a significant factor when pre-
decessors make strategic decisions such as foreign market exit due to its
direct implications on both financial resources and SEW. As the male
successors are perceive as the symbols of continuity and long-term
commitment (Martin, 2001; Wang, 2010), protecting the existing mar-
kets portfolio and handing over a larger business landscape may be
preferred by the predecessor to increase their willingness or ambitions to
accept the family business (Marques, Bikfalvi, & Busquet, 2022). On the
contrary, if the successors are female, the gender stereotype-related
challenges may be more considered by predecessors and hence taking
strategic change to nurture and develop the daughters may be empha-
sized more often. For instance, analysing the interview data of
family-SMEs in China, Mustafa, Elliott, and Zhou (2019) found that the
perceptions of gender by founders/owners and other family-members
have significant influence on the learning and leadership legitimacy
for female successors. We believe this type of tendency can be also
applied to foreign market exit for the male and female successors, so a
difference can be expected with the predecessors’ decisions (Cater &
Young, 2022).

From the successor’s side, secondly, family firms with a male suc-
cessor are less likely to exit from foreign markets due to their inclination
towards long-term orientation and the perception of competence linked
to male succession. This phenomenon can be traced back to traditional
gender roles and expectations in family businesses (Chen et al., 2021;
Maseda, Iturralde, Cooper, & Aparicio, 2022). Typically, as symbols of
continuity and long-term commitment (Martin, 2001; Wang, 2010),
male successors in family firms are more likely to preserve factors that
are crucial for sustaining international operations. The decision to
remain in foreign markets under a male successor is often associated
with a display of strategic competence and an adherence to a long-term
orientation, reflecting the firm’s resilience and future-oriented approach
(Gomez-Mejia, Makri, & Kintana, 2010). This perception is rooted in the
societal and cultural norms that traditionally associate males with
leadership and long-term strategic thinking. The reluctance to exit
foreign markets can also be seen as a strategy to maintain family legacy
and pride, especially when a male successor is at the helm (Smith,
Chown, & Gaughan, 2021). Exiting a foreign market might be inter-
preted as a sign of strategic failure or lack of foresight, which can be
particularly damaging to the reputation (Ozkan, 2020) and perceived
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competence of a male successor in a family firm. This scenario un-
derscores the intersection of gender dynamics, cultural expectations,
and strategic management in family businesses, especially in the context
of international market engagement (Wu, Chirico, Fan, Ding, & Su,
2024). This adherence to traditional gender roles and expectations could
potentially influence strategic decisions, including market exit strate-
gies, in ways that might not align with modern, gender-neutral business
practices and principles of equality (Keller, Meier, Gross, & Semmer,
2015).
Hence, we predict:

H5. :The presence of male successors is negatively associated with the
probability of family firm foreign exits.

In the context of poor performance, which presents a more chal-
lenging scenario for successors, we argue that family firms with male
rather than female successors are more inclined to confront challenges
and, consequently, have a lower likelihood of foreign exit. Male heirs,
traditionally seen as carriers of the family name and legacy, are
encouraged to adopt a long-term perspective in business management
(Wang, 2010). This perspective aligns with the notion that continuity
and legacy are central to family businesses, especially when a male heir
isinvolved (Chen et al., 2021). The presence of a male successor can thus
be seen as a commitment to the longevity and sustainability of the
business (Marlow & Swail, 2014; Martin, 2001), potentially influencing
strategic decisions like international market exits. In this context, the
tolerance for poor performance in family businesses may be higher, as
the focus shifts from short-term gains to long-term strategic positioning
and maintaining family control and legacy. This argument is grounded
in the SEW perspective, which suggests that family firms prioritize
non-financial goals related to family identity and legacy (Berrone et al.,
2012; Gomez-Mejia et al., 2011). Furthermore, studies have shown that
family firms with male successors are less likely to divest from under-
performing international ventures, viewing these as opportunities for
learning and long-term growth rather than short-term financial setbacks
(Gomez-Mejia et al., 2010). Hence, the presence of a male heir can
negatively moderate the relationship between poor international per-
formance and the likelihood of a family firm exiting foreign markets,
emphasising a strategic approach that values long-term stability and
family legacy over immediate financial returns. Fig. 1 presents the
theoretical framework of this paper.

Hence, we argue:

H6. : The presence of male successors has a negative moderating
impact on the relationship between poor international performance and
family firm foreign exits.

3. Data and methods
3.1. Sample

Our sample comprises listed family MNEs in mainland China, chosen
for three key reasons. First, as the world’s largest exporters, Chinese
firms are aggressive players in international markets (Tan & Sousa,
2019), making the expansion and retreat of Chinese MNEs indicative of
significant shifts in global business activities. Currently, amidst a
deglobalisation environment and diminishing mutual trust, Chinese
MNEs are witnessing an increase in foreign market exits (Vissak &
Zhang, 2015), thus offering a substantial sample for study. Second,
family firms in China enjoy high social legitimacy, which enables them
to make distinct strategic decisions, such as diversification, inter-
nationalisation, and risk management (Berrone et al., 2022). Therefore,
Chinese family firms may employ foreign exits as a strategic choice to
fulfil SEW goals without incurring critical scrutiny from stakeholders.
Finally, despite family firms being active players in global expansion,
their behaviours are often overshadowed by state-owned enterprises
(Meyer, Ding, Li, & Zhang, 2014). Therefore, exploring the foreign exit
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Fig. 1. Theoretical framework.

strategies of family MNEs from emerging markets is vital for both poli-
cymakers and academics, aiming to understand how these firms
compete globally.

The initial sample was drawn from family firms listed on the main
board of China’s mainland stock exchange. Following prior research
methodologies (Yu, Stanley, Li, Eddleston, & Kellermanns, 2020), a firm
was considered family-owned if at least one family member, apart from
the chairperson, was a top management team (TMT) member and the
family owned a minimum of 20% of the firm’s shares. Family ownership
data and TMT name lists were sourced from the China Stock Market and
Accounting Research (CSMAR) database and financial statements of
Chinese listed firms (Chen et al., 2022). Firms where the chairman was
not part of the controlling family were excluded. The China Securities
Regulatory Commission (CSRC) classifies a family member as a ‘con-
trolling person’ if they occupy at least one of the following positions:
director, supervisor, executive, or key technical staff. Appendix 1 pre-
sents the number of family firms identified annually using this selection
method.

To construct the sample, data from various sources were merged.
Firm-level data were obtained from CSMAR, and additional information
was sourced from the Worldwide Governance Indicators (WGI) dataset
(Shirodkar & Konara, 2017; van Hoorn & Maseland, 2016). After
excluding firms without international business or missing data, the final
sample consisted of 2339 firm-year observations from 521 unique family
firms, covering the period from 2008 to 2019.

3.2. Measurement

3.2.1. Foreign exit

Previous research has delineated various levels of foreign exits,
including full and partial foreign exits (Dai, Eden, & Beamish, 2023).
Our study focuses exclusively on full foreign exits, as partial exits entail
more intricate interactions between temporal variables, such as exit
timing, and time-invariant variables, like peer pressure (Dai, Eden, &
Beamish, 2023), which are beyond the scope of our current data.
Consequently, we have selected the termination of foreign subsidiaries
as a reliable metric for foreign exits. This criterion accurately captures
an MNE’s complete disengagement from a market (Tan & Sousa, 2018,
2019). We eschewed using a reduction in exports as a measure for
foreign exits, since this action signifies a lesser degree of commitment
and resource dedication to foreign subsidiaries. Compared to terminat-
ing a foreign subsidiary, reducing export activities may not necessarily
indicate a significant shift in a firm’s strategic orientation or commit-
ment to foreign markets (Buckley, Chen, Clegg, & Voss, 2016). More-
over, a reduction in exports might represent a partial, rather than a full,
foreign exit. The monitoring and accurate measurement of export
termination pose challenges, given the nature of export transactions and
the potential for temporary fluctuations in export activities.

Consistent with previous studies (Tan & Sousa, 2018, 2019), we
employed a binary indicator for this measurement. This indicator is
assigned a value of 1 if a family firm has terminated any foreign

subsidiaries or joint ventures in a country, and O otherwise. Our dataset
indicates that within a single year, no family firm in our sample termi-
nated more than one subsidiary in the same country. Although larger
firms may have exited multiple countries, our research context only
records one foreign subsidiary exit per year. Therefore, in our sample, a
subsidiary exit equates to a country exit. As such, a binary indicator is an
appropriate measure for this variable. Out of the 2339 observations, 79
are coded as 1, signifying a foreign exit, while the remaining 2260 are
coded as 0.

3.2.2. Poor international performance

Poor performance is a critical determinant of foreign exits, yet its
definition varies (Xu, Hitt, & Dai, 2020). There are two primary methods
for defining ’'poor’ performance. The historical comparison approach
benchmarks current international performance against past perfor-
mance to gauge its adequacy (Tan & Sousa, 2018). Alternatively, the
social comparison approach compares a firm’s performance to the in-
dustry median (Xu et al., 2020). Studies have indicated that these ap-
proaches yield similar results in terms of firms’ risk-taking behaviours
(Gomez-Mejia et al., 2018). To circumvent the potential loss of a sig-
nificant number of observations inherent in the historical comparison
approach, we adopted the social comparison approach, using the in-
dustry median international performance as the reference point (Xu
et al., 2020).

Consequently, we quantified this variable as the difference between
the focal firm’s international sales and the industry median, scaled by
the focal firm’s total assets. The industry median was determined using
the three-digit CSRC code. For ease of coefficient interpretation, we
utilised a reverse code, whereby a larger value indicates weaker inter-
national performance. This measure is intended to reflect family firms’
possible dissatisfaction with their global performance (Xu, et al., 2020).

3.2.3. Family directors

Following previous research, we measured this variable as the pro-
portion of family directors on the board (Ceipek, et al., 2021; Chen et al.,
2022). The process for identifying family directors involved several
steps. Initially, the CSRC provides comprehensive records of all director
details, including biographies, educational background, and previous
employment history. Subsequently, CSMAR cross-references this bio-
graphical information with additional sources, such as company web-
sites, public speeches, and social media platforms, to ascertain if a
director is part of the controlling family, even when they do not bear the
family name. However, it is important to acknowledge that this mea-
surement may be understated due to limitations in data availability and
potential reluctance in disclosing certain information.

3.2.4. International experience

International experience was gauged based on the number of years
since a family firm first established a foreign subsidiary or joint venture
(Tan & Sousa, 2019). This approach was chosen for two key reasons.
Firstly, our primary interest lies in examining the withdrawal of family
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firms’ international commitments. We perceive international business,
particularly foreign direct investment (FDI), as a significant avenue for
family firms to demonstrate their extensive involvement and dedication
to overseas operations. FDI involves considerable resource allocation,
adaptation to foreign market environments, and in-depth integration
with local stakeholders. These factors collectively provide a deeper
insight into the foreign market and its dynamics, thus reflecting a firm’s
international experience. In contrast, exporting typically represents a
lower level of commitment and resource allocation, characterised by a
more gradual learning curve compared to FDI. Consequently, family
firms may exhibit lesser non-financial commitment to export activities.

Secondly, prior to the 2007 enactment of the Regulations on the
Management of Disclosure of Information by Companies Listed on Stock
Exchanges by the China Securities Regulatory Commission (CSRC),
Chinese listed firms were not mandated to disclose their export infor-
mation. Given this regulatory context, we refrained from using export
data to measure international experience.

3.2.5. Male successor

We measured male successor as the proportion of male children in all
future generations (Chen, et al., 2021). We also include a variable in our
analysis called ‘successor existence’, which equals 1 if the ultimate
controller has at least one child, and 0 otherwise. This allows us to ac-
count for how a potential successor’s existence impacts our results.

3.2.6. Control variables

In our analysis, we controlled for variables at the firm, industry, and
national levels. At the firm level, firm size, gauged as the natural loga-
rithm of total assets, and firm age, calculated as the number of years
since establishment, were included. These are common control variables
in international business research (Li, Zhang, & Shi, 2020). Financial
health of the parent firm, potentially influencing the survival of foreign
subsidiaries, was accounted for by including leverage (total debt divided
by total assets) and return on assets (ROA, calculated as net income
divided by total assets) (Nemeth & Nippa, 2013; Surdu, Mellahi, Glaister
et al., 2018).

We also controlled for several corporate governance factors that
might affect a firm’s operational effectiveness and, consequently, the
performance of foreign subsidiaries (Ozkan, 2020; Schmid & Morschett,
2020). These included CEO duality (coded as 1 if the CEO and chair-
person are the same individual, and O otherwise), board size (total
number of board directors), independent directors (ratio of independent
directors to total directors), board age (average age of board directors),
CEO gender (1 if the CEO is female, O otherwise), CEO age, and CEO
foreign experience (1 if the CEO has international experience, including
study and work abroad).

Further, the structure of a typical family firm with a lone founder was
considered, as it may influence internationalisation. Lone founders as-
sume more responsibilities and risks, which can have both encouraging
and inhibiting effects on internationalisation (Loane, Bell, & Cunning-
ham, 2014). Operationalised using a dummy variable, *1’ denotes firms
where a single founder holds at least 20% of shares at the IPO, without
involvement from other family members or families as owners/board or
top management team members (Andres, 2008; Faccio & Lang, 2002;
Sraer & Thesmar, 2007). Our methodology slightly diverges from pre-
vious studies (Markin, Skorodziyevskiy, Zhu, Chrisman, & Fang, 2022),
as we do not entirely exclude family member involvement at all stages.
Thus, in our context, firms exhibiting the lone founder effect may still
qualify as family firms. We focus on the presence of a lone founder at the
IPO stage, positing that this effect continues to influence the inter-
nationalisation process within family firms post-IPO.

Lastly, we controlled for the scale of internationalisation, measured
as the ratio of international to total sales. This scale is a key concept in
international business literature and is closely linked to other inter-
nationalisation strategies (Arregle et al., 2021). State ownership,
calculated as the proportion of shares owned by the government, was
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also included. Governmental ownership is significant in shaping firms’
strategies, particularly in emerging markets (Chen et al., 2021; Chen
et al., 2022; Vissak & Zhang, 2015).

At the industry level, we incorporated a control for industry
competition, quantified using the Herfindahl-Hirschman Index (HHI) of
sales, based on the three-digit CSRC code. At the national level, we
accounted for institutional distance between China and the country from
which a focal firm exited. Institutional distance is a critical macro
consideration in international business, influencing firm entry, expan-
sion, and exit decisions (Arregle et al., 2021; Arte & Larimo, 2019;
Ozkan, 2020; Schmid & Morschett, 2020). Following previous research
(Shirodkar & Konara, 2017; van Hoorn & Maseland, 2016), we con-
structed this variable using data from the WDI.

WDI data consists of six-dimensional indicators: voice and account-
ability, political stability, government effectiveness, regulatory quality,
rule of law, and control of corruption. We measured this variable as
follows:

6

> e = I)?

k=1

Institutional distance =

where I;is the score of China’s i; WDI dimension in year ¢, and Ij;is the
score of the iy WDI dimension in year t of the country from which a focal
family MNE exits.

3.3. Analytic approach

Considering the binary nature of our dependent variable, we utilised
a probit model, which is well-suited for estimating binary response
models (Greene, 2003). To mitigate concerns regarding reverse causal-
ity, we lagged the independent and moderating variables by one year.
This approach, aligned with methodologies employed in previous
studies (e.g., Chen et al., 2022), ensures that the independent and
moderating variables temporally precede the dependent variable,
thereby establishing a clear sequence of events.

To enhance the robustness of our estimates, we accounted for un-
observed time-specific effects. Such unobserved heterogeneities might
cause endogeneity, affecting the reliability of our findings (Greene,
2003). Additionally, we report all standard errors using the sandwich
estimator, commonly referred to as Huber-White or robust standard
errors. This method addresses potential correlations within each firm
and accommodates heteroskedasticity in the error structure. Employing
the sandwich estimator is critical as it ensures our inferences remain
robust to any violations of the homoskedasticity assumption, thereby
reinforcing the validity of our results.

4. Results
4.1. Main results

Table 1 presents the summary statistics and correlation matrix. We
computed variance inflation factors (VIFs) using ordinary least squares
to assess potential multicollinearity issues. With a mean VIF of 1.35 and
highest VIF of 2.03 (firm age), our findings indicate that multi-
collinearity is unlikely to significantly affect the results.

Table 2 provides the results of hypotheses testing. Model 1 is the base
model and includes only the control variables. Model 2 adds poor in-
ternational performance as the independent variable. Models 3-7 add
the explanatory variables of family directors (F), international experi-
ence (B), and male successors (R).

In Model 2, the coefficient of poor international performance is
positive and significant (f = 7.232, p < 0.01), suggesting that poor in-
ternational performance increases the likelihood of foreign exit. Since
the model is nonlinear, the coefficient cannot be interpreted as a simple
slope. To facilitate interpretation, we calculated the marginal effect of



X. Pan et al.

International Business Review 33 (2024) 102253

Table 1

Descriptive statistics and correlation matrix.
Variables Mean SD 1 2 3 4 5 6 7 8 9
1 Foreign exit 0.034 0.181 1
2 Poor_int_performance 0.016 0.061 0.149 1
3 Family director 0.221 0.119 -0.004 -0.034 1
4 Int_experience 3.118 4.179 -0.020 -0.090 -0.282 1
5 Male successor 0.427 0.495 0.006 -0.066 0.093 0.048 1
6 Firm age 7.045 5.268 0.063 -0.110 -0.285 0.642 0.061 1
7 Firm size 22.081 0.992 0.042 -0.304 -0.114 0.280 0.100 0.457 1
8 Leverage 0.405 0.178 0.028 -0.126 -0.093 0.160 -0.003 0.274 0.45 1
9 ROA 0.054 0.072 -0.078 -0.224 0.061 -0.072 0.061 -0.100 0.037 -0.304 1
10 CEO duality 0.36 0.481 0.008 0.102 0.004 -0.067 -0.208 -0.126 -0.094 -0.053 0.031
11 Board size 8.312 1.517 0.004 -0.030 -0.156 0.073 0.154 0.062 0.166 0.070 -0.006
12 Ind_Director 0.378 0.055 0.016 0.001 0.059 -0.042 -0.150 -0.023 -0.055 -0.008 0.029
13 Board age 50.952 3.613 0.023 -0.035 0.060 0.099 0.117 0.154 0.157 0.017 0.001
14 CEO gender 0.068 0.244 -0.009 0.025 0.074 -0.112 -0.122 -0.12 -0.071 -0.063 0.003
15 Successor existence 0.773 0.419 -0.034 -0.055 0.019 0.011 0.854 -0.037 0.007 -0.068 0.077
16 Lone founder 0.096 0.294 -0.019 0.002 -0.137 0.066 0.092 0.008 -0.051 0.011 -0.009
17 CEO age 48.948 7.099 -0.025 0.032 -0.014 0.008 -0.06 -0.045 0.039 0.049 -0.005
18 CEO foreign experience 0.123 0.32 0.006 0.056 0.097 -0.022 0.046 -0.028 -0.055 -0.070 0.004
19 Internationalisation scale 0.23 0.254 -0.012 -0.162 0.072 -0.001 0.064 -0.14 -0.104 -0.019 0.023
20 State ownership 0.003 0.018 -0.016 0.003 -0.034 -0.038 -0.037 0.03 -0.011 -0.012 0.075
21 Industry competition 0.077 0.066 0.062 0.077 0.033 0.002 0.042 0.03 0.075 0.137 -0.034
22 Institutional distance 2.68 0.93 0.103 0.084 0.078 0.003 0.011 0.023 0.002 0.254 -0.036
Variables 10 11 12 13 14 15 16 17 18 19 20 21
10 CEO duality 1
11 Board size -0.173 1
12 Ind_Director 0.079 -0.576 1
13 Board age -0.071 -0.004 0.019 1
14 CEO gender -0.105 -0.088 0.077 -0.106 1
15 Successor existence -0.051 0.011 -0.011 0.004 -0.239 1
16 Lone founder 0.046 0.034 -0.034 -0.152 -0.025 0.021 1
17 CEO age 0.281 -0.067 0.049 0.246 -0.091 -0.047 0.048 1
18 CEO foreign experience 0.011 -0.025 0.026 0.105 0.007 0.056 -0.028 -0.047 1
19 Internationalisation scale -0.031 0.08 -0.084 0.044 -0.027 -0.001 0.003 0.012 0.034 1
20 State ownership -0.017 0.008 0.029 0.019 0.033 -0.068 -0.021 0.012 0.022 0.076 1
21 Industry competition -0.035 0.05 0.01 -0.014 0.019 -0.083 -0.042 -0.049 -0.004 -0.044 0.010 1
22 Institutional distance -0.095 0.027 0.013 -0.022 0.207 -0.043 -0.027 -0.002 -0.008 -0.071 0.021 0.002

Notes: dummy variables are not included; Correlations > 0.03 in magnitude are statistically significant at the 0.1 level or higher

poor international performance. The results indicate that there is a
positive relationship between poor international performance and
foreign exit probability. Specifically, foreign exit probability increases
by 0.358 for every one unit increase in poor international performance,
holding all other variables constant at their mean values. The general
assumption that poor international performance leads to foreign exits
was supported.

In Model 3, we found that the higher the proportion of family di-
rectors, the less likely it is that family firms will engage in a foreign exit
(p = —0.203, p < 0.05), supporting Hypothesis 1. Model 4 adds the
interaction term between family directors and poor international per-
formance; the coefficient of the interaction term was significantly
negative (f = —31.996, p < 0.01). The positive impact of poor inter-
national performance on family MNE foreign exits is less pronounced
when there is a higher proportion of family directors on the board. This
indicates that family firms’ consideration of nonfinancial benefits is
intertwined with economic incentives. When family firms have more
family directors, the decision to exit foreign markets is influenced by the
interplay between SEW and financial incentives, in terms of poor in-
ternational performance. Although economic factors, such as poor in-
ternational performance, may encourage foreign exits and family board
members may disincentivise them, their interaction has a negative
impact on foreign exit decisions. This suggests that the relationship
between poor performance and foreign exits is complex and contingent
on nonfinancial factors. In sum, Hypothesis 2 is supported.

In Model 5, we found that international experience has a negative
impact on family firms’ foreign exits, although with low significance
(p = —0.035, p < 0.1). The results suggest that the probability of foreign
exit decreases by 0.0017 for every one unit increase in international
experience, holding all other variables constant at their mean values.

Hence, Hypothesis 3 is supported.

Model 6 adds the interaction term between poor international per-
formance and international experience; its coefficient is significantly
negative (f = —2.211, p < 0.05). This suggests that when family MNEs
have richer international experience, the positive relationship between
poor international performance and foreign exits is weakened. When
firms have long histories in international business, family members may
develop emotional attachments to established routines and practices
(Swab, et al., 2020). Consequently, their decisions to exit foreign mar-
kets are influenced by both economic incentives and non-financial
considerations. This suggests that the motivation for family firms to
exit foreign markets is multifaceted, encompassing both financial and
non-financial concerns, supporting Hypothesis 4.

In Model 7, we measure male successors as the proportion of all male
children in future generations. As this variable does not exist for family
firm controllers without children, the number of valid observations
declines to 1618. We add the independent impact of male successors in
Model 7. However, because its coefficient is not significant, Hypothesis 5
is not supported.

In Model 8, the interaction term between poor international per-
formance and male successors is negative and significant (f = —9.520,
p < 0.05). Hence, poor international performance’s positive impact on
foreign exits is weakened when family MNEs have more male successors.
Family firms with more male successors tend to be more long-term
orientated and are more likely to invest in the future due to the pref-
erence for sons (Chen, et al., 2021). Family firms with a higher pro-
portion of male successors often perceive international business as a way
to perpetuate their family legacy, making them more inclined to accept
short-term risks. This implies that male successors’ presence in family
firms can impact firms’ strategic decision-making processes, with a
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Table 2
The results with Probit model.
@ (2 3 ()] ) (6) ) ® ©
Poor_int_performance 7.232 * ** 7.214 * ** 11.960 * ** 7.142 * ** 7.692 * ** 6.802 * ** 9.196 * ** 14.186 * **
(1.121) (1.126) (2.287) (1.113) (1.174) (1.375) (1.825) (4.388)
Family director -0.203 * * 0.462 0.787
(0.100) (0.609) (0.569)
Poor_int_performance xFamily director -31.996 * ** -29.009 *
(12.159) (16.292)
Int_experience -0.035 * -0.024 -0.032
(0.018) (0.018) (0.023)
Poor_int_performance x Int_experience -2.211 * * -2.035 *
(1.029) (1.526)
Male successor 0.278 0.353 0.436
(0.383) (0.377) (0.384)
Poor_int_performance xMale successor -9.520 * * -6.147 * *
(4.318) (2.302)
Firm age 0.025 * 0.021 * 0.020 0.020 0.035 * * 0.036 * * 0.009 0.010 0.027
(0.014) (0.013) (0.013) (0.013) (0.014) (0.014) (0.015) (0.015) (0.018)
Firm size 0.035 0.143 * 0.142 * 0.122 0.138 * 0.110 0.249 * * 0.220 * * 0.198 *
(0.083) (0.080) (0.080) (0.079) (0.080) (0.079) (0.106) (0.104) (0.104)
Leverage -0.429 -0.279 -0.277 -0.256 -0.298 -0.246 -0.262 -0.243 -0.208
(0.450) (0.433) (0.433) (0.427) (0.432) (0.427) (0.553) (0.544) (0.545)
ROA -2.156 * * -1.702 * -1.700 * -1.526 -1.762 * -1.684 * -0.176 0.099 0.032
(0.871) (0.933) (0.933) (0.931) (0.931) (0.933) (1.358) (1.382) (1.387)
CEO duality 0.203 0.102 0.101 0.094 0.100 0.078 0.086 0.096 0.062
(0.147) (0.143) (0.143) (0.142) (0.142) (0.141) (0.188) (0.186) (0.189)
Board size -0.005 -0.026 -0.027 -0.023 -0.026 -0.019 -0.053 -0.043 -0.034
(0.051) (0.047) (0.048) (0.047) (0.047) (0.047) (0.052) (0.051) (0.051)
Ind_director 0.347 0.254 0.255 0.238 0.065 0.288 2.035 2.083 1.581
(1.489) (1.412) (1.412) (1.392) (1.419) (1.405) (1.708) (1.684) (1.710)
Board age 0.021 0.023 0.023 0.021 0.025 0.024 0.011 0.012 0.012
(0.020) (0.019) (0.019) (0.018) (0.019) (0.018) (0.022) (0.021) (0.021)
CEO gender 0.142 0.014 0.017 0.069 0.024 0.014 0.146 0.135 0.188
(0.268) (0.261) (0.261) (0.256) (0.259) (0.257) (0.294) (0.295) (0.299)
Successor existence 0.166 0.177 0.181 0.184 0.169 0.169 -0.213 -0.142 -0.265
(0.148) (0.137) (0.139) (0.136) (0.136) (0.135) (0.371) (0.365) (0.372)
Lone founder 0.128 0.092 0.089 0.078 0.106 0.149 -0.058 -0.038 0.007
(0.204) (0.194) (0.195) (0.195) (0.194) (0.193) (0.281) (0.277) (0.281)
CEO age -0.005 -0.011 -0.011 -0.011 -0.014 -0.011 -0.011 -0.010 -0.012
(0.010) (0.009) (0.009) (0.009) (0.010) (0.009) (0.009) (0.011) (0.010)
CEO foreign experience -0.058 -0.187 -0.186 -0.156 -0.243 -0.184 -0.198 -0.233 -0.301
(0.213) (0.211) (0.212) (0.210) (0.261) (0.212) (0.211) (0.263) (0.272)
State ownership 0.050 0.444 0.343 0.419 0.415 0.446 0.484 * 0.516 0.391
(0.290) (0.278) (0.274) (0.275) (0.321) (0.278) (0.275) (0.327) (0.326)
Industry competition -4.641 -5.027 -4.043 -5.312 -2.293 -5.006 -5.068 -2.268 -2.263
(5.908) (6.461) (6.050) (6.386) (4.699) (6.442) (6.285) (4.675) (4.535)
Institutional distance 0.221° 0.200 * * 0.187 * 0.195 * * 0.197 * * 0.193 * * 0.199 * * 0.184 * * 0.218 * *
(0.090) (0.093) (0.078) (0.092) (0.083) (0.092) (0.095) (0.091) (0.103)
Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Constant -2.741 -6.313 * ** -6.281 * ** -5.829 * ** -6.274 * ** -5.737 * ** -8.343 * ** -7.755 * ** -7.399 * **
(1.969) (1.924) (1.933) (1.903) (1.913) (1.895) (2.499) (2.452) (2.474)
Observations 2339 2339 2339 2339 2339 2339 1618 1618 1618
7 17.03 52.78 47.43 57.76 33.70 52.70 55.47 32.16 25.80
Log likelihood -388.17 -361.65 -356.63 -355.72 -223.52 -361.63 -359.80 -226.89 -219.27

Notes: Standard error in parentheses;* p < 0.1, * * p < 0.05, * ** p < 0.01

specific emphasis on non-financial factors. Overall, Hypothesis 6 is
supported.

4.2. Robustness test

We introduced an alternative measurement for poor international
performance, inspired by the behavioural theory of the firm. Instead of
the social comparison approach, we employed a historical comparison
method. Specifically, we based our measurement of international per-
formance aspirations on the firm’s previous international performance.
Thus, poor international performance is calculated as the difference
between international sales in the preceding year and the current year,
normalised by the focal firm’s total assets; with higher values indicating
poorer international performance (Xu, Zhou, & Du, 2019).

Table 3 presents the results obtained using this alternative mea-
surement to test the interaction effects between economic and non-
economic variables. These results are broadly consistent with those

presented in Table 2, albeit with a minor alteration in the significance
level of the moderating influence of male successors, which decreases
from 5% to 10%. This finding lends further support to our hypotheses.

4.3. Further tests

Following Zelner (2009) suggestions on how to interpret moderating
effects, we adopted a simulation-based approach to plot the predicted
probabilities and differences between moderators at different levels. All
control variables were set to their means when plotting both sets of
figures.

The left-hand side of Fig. 2 clearly demonstrates that the positive
effect of poor international performance is more pronounced in firms
with a lower proportion of family directors. On the right-hand side, the
graph depicts a noticeable disparity, indicating that the net difference is
significantly different from zero. This graphical representation provides
additional support for Hypothesis 2.
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Table 3
The results with Probit model and historical measurement of poor performance.
(10) an 12) 13) 14)
Poor_int_performance 4,192 * ** 6.671 * *= 3.553 * ** 5.587 * ** 5.463 *
(1.137) (2.400) (1.258) (2.081) (3.145)
Family director -0.487 -0.268
(0.819) (0.947)
Poor_int_performance xFamily director -10.689 * -2.585 * *
(3.193) (1.262)
Int_experience -0.050 * * -0.047
(0.025) (0.030)
Poor_int_performance xInt_experience -0.272 * * -0.139 *
(0.127) (0.077)
Male successor 0.195 0.232
(0.464) (0.474)
Poor_int_performance xMale successor -2.942 * -2.324 *
(1.572) (1.261)
Firm age 0.034 * * 0.031 * 0.051 * ** 0.019 0.035
(0.017) (0.018) (0.019) (0.018) (0.022)
Firm size -0.033 -0.038 -0.031 0.107 0.113
(0.103) (0.104) (0.102) (0.125) (0.125)
Leverage -1.052 * -0.994 * -1.060 * -1.223 * -1.197 *
(0.563) (0.566) (0.565) (0.686) (0.694)
ROA -2.302 * * -2.318 * * -2.396 * * -0.808 -0.984
(0.972) (0.987) (0.977) (1.524) (1.519)
CEO duality 0.185 0.190 0.184 0.183 0.178
(0.178) (0.179) (0.177) (0.223) (0.224)
Board size 0.006 -0.001 0.004 0.004 -0.001
(0.061) (0.062) (0.060) (0.062) (0.063)
Ind_director 0.405 0.461 0.187 3.596 * 3.054
(1.774) (1.784) (1.783) (2.038) (2.091)
Board age 0.021 0.021 0.024 -0.004 -0.002
(0.024) (0.024) (0.024) (0.026) (0.026)
CEO gender 0.153 0.196 0.166 0.391 0.446
(0.330) (0.333) (0.328) (0.354) (0.359)
Successor existence 0.209 0.256 0.194 -0.103 -0.132
(0.180) (0.185) (0.178) (0.446) (0.455)
Lone founder 0.086 0.067 0.111 -0.191 -0.181
(0.243) (0.246) (0.244) (0.352) (0.357)
CEO gender -0.004 -0.005 -0.004 -0.003 -0.002
(0.012) (0.012) (0.012) (0.012) (0.012)
CEO age -0.146 -0.128 -0.147 -0.165 -0.162
(0.254) (0.256) (0.254) (0.294) (0.300)
CEO foreign experience -0.587 -0.581 -0.517 -0.286 -0.208
(0.409) (0.414) (0.406) (0.432) (0.439)
State ownership -4.828 -5.271 -4.818 -5.212 -5.040
(5.612) (5.337) (5.779) (4.926) (4.892)
Industry competition 0.267 0.273 0.238 0.123 0.129
(0.921) (0.931) (0.920) (0.997) (1.016)
Institutional distance 0.357 * ** 0.312 * ** 0.293 * * 0.287 * * 0.201 *
(0.123) (0.132) (0.138) (0.139) (0.107)
Year FE Yes Yes Yes Yes Yes
Constant -2.710 -2.476 -2.813 -5.334 * -5.341 *
(2.493) (2.512) (2.480) (2.940) (2.969)
Observations 2301 2301 2301 1251 1251
7 23.53 25.40 26.53 17.03 18.44
Log likelihood -316.45 -315.09 -314.23 -194.01 -192.62

Notes: Standard error in parentheses;* p < 0.1, * * p < 0.05, * ** p < 0.01

In a similar vein, Fig. 3 presents the predicted probabilities at varying
levels of international experience, while Fig. 4 does the same for
different proportions of male successors. These visual depictions eluci-
date the differences in the predicted probabilities. Both figures collec-
tively illustrate that both international experience and a higher
proportion of male successors exert negative moderating effects on the
relationship between poor international performance and foreign exits.
Consequently, these graphical analyses offer further validation for Hy-
potheses 4 and 6.

To elucidate the practical implications of our findings, we calculated
the effect size, as detailed in Table 4. These calculations were based on a
simulation approach, utilising different levels of the moderating vari-
ables (Zelner, 2009). We computed the changes in predicted probabili-
ties when poor international performance shifted from the 10th to the
90th percentile, following Li et al. (2020)’s suggestion. All other control

10

variables were held constant at their mean values. For instance, when
poor international performance increased from the 10th to the 90th
percentile and the number of family directors was at the 10th percentile,
the predicted probability of a foreign exit rose from 0.021 to 0.044, an
increase of 110.58%. This outcome indicates a positive correlation be-
tween poor international performance and the likelihood of foreign
exits. In contrast, when the number of family directors was at the 90th
percentile, the predicted probability of foreign exits increased from
0.016 to 0.033 (a rise of 107.94%) as poor international performance
escalated from the 10th to the 90th percentile. Therefore, the effect size
demonstrates that the impact of poor international performance is more
pronounced with a lower proportion of family directors on the board (a
110.58% increase compared to 107.94%). This finding corroborates the
negative moderating effect of family directors’ proportion.

Our study also substantiates the negative moderating effects of
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international experience and the presence of male successors on the
relationship between poor performance and foreign exits. The analysis
revealed that an escalation in international experience from the 10th to
the 90th percentile led to a reduction in the predicted probability of
foreign exits from 70.53% to 61.41%. Similarly, an increase in the
proportion of male successors resulted in a decrease in the predicted

probability of foreign exits from 55.55% to 47.30%.

5. Discussion and conclusions

Despite the prevalence of foreign exits and the active participation of
family firms in the global economy, the reasons behind family firms’

11
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Table 4
Effect size of poor international performance for different moderators.
Predict Predict Change in Change in
possibility possibility predicted predicted
when the poor ~ when the poor  possibility as possibility
international international poor (%)
performance performance international
P10 P90 performance
increases from
P10 to P90
Family 0.021 0.044 0.022 110.58
director
P10
Family 0.016 0.033 0.017 107.94
director
P90
International 0.021 0.034 0.013 70.53
experience
P10
International 0.014 0.022 0.008 61.41
experience
P90
High male 0.018 0.028 0.010 55.55
successor
Low male 0.003 0.004 0.001 47.30

successor

withdrawal from international markets remain underexplored (Arregle
et al., 2021). To address this research gap, we integrated economic and
non-economic perspectives using the FIBER framework of SEW, exam-
ining how SEW’s relationship with foreign exits and its interaction with
poor performance vary across three dimensions. Our study of Chinese
listed family MNEs revealed that family directors, male successors, and
international experience all negatively moderate the likelihood of
foreign exits, with family directors and international experience also
directly reducing exit probability.

There may be three main reasons for the lack of support for H5.
Firstly, the significant advances in gender equality in recent years may
have altered traditional gender stereotypes, particularly at the mana-
gerial level of family firms. The growing presence of female leaders, as
evidenced by the appointment of 53 women CEOs in Fortune 500
companies in 2023, suggests a diminishing role of gender as a decisive
factor in family firms' (Maseda, et al., 2022). Therefore, it is also
possible that gender alone might not be a critical issue in family firms.
Some recent research has also provided supportive evidence for our
projection. For instance, Smith, et al. (2021) found that investor re-
sponses to female vs. male CEO appointments did not differ significantly
between 2000 to 2016, contradicting earlier empirical findings.

Secondly, China’s ‘single child’ policy might have influenced our
findings. The policy, which lasted for over three decades, could limit the
availability of both male and female successors. If a family firm leader
has only one child, this sole child is likely to be the heir, diminishing
gender differences in succession. The lack of detailed information about
the children’s age or education in our data further complicates this issue.
Deng (2015) noted that successor selection in China is driven by
objective factors, with daughters being encouraged to engage early in
the business if they are expected to lead in the future. Thus,
gender-based psychological differences may become prominent only in
stressful situations like poor performance.

Lastly, the rapidly evolving leadership styles and risk tolerance,
particularly among women, might mean that a simple gender binary
variable is insufficient to capture the nuances of new generation leaders
(Keller et al., 2015; Konrad, Ritchie Jr, Lieb, & Corrigall, 2000; Twenge,
2001). For the predecessors, they may also evaluate their sons or

L https://www.forbes.com/sites/lizelting/2023/01/27 /new-year-new-
glass-heights-for-the-first-time-in-history-over-10-of-fortune-500-ceos-are-
women/?sh= 7a51c9cle77f
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daughters with leadership traits and characteristics but not simply the
biological perceptions. This is particularly true for women business
owners (Marlow & Swail, 2014). Acknowledging this limitation, we plan
to delve deeper into the gender issue in future research.

5.1. Theoretical implications

This research offers several theoretical implications. Firstly, it con-
tributes to the limited literature on family firm foreign exits by incor-
porating non-economic considerations. While foreign exits are as critical
as entries and expansions (Hopenhayn, 1992), understanding of family
firm foreign exits remains relatively sparse compared to their interna-
tional entries and expansions (Arregle, et al., 2021; Schmid & Morschett,
2020), so attention to this area is essential. Moreover, exits provide
valuable opportunities for firms to reassess the alignment between
strategy and environment (De Massis et al., 2018), especially in the
current climate of growing scepticism towards globalisation and inter-
national conflicts (Arregle et al., 2021; Yayla, Yeniyurt, Uslay, & Cav-
usgil, 2018). This study offers preliminary insights into the distinct
reasons behind family MNEs’ foreign business terminations.

Secondly, by applying the multidimensional SEW framework, we
further enrich family business research. On one hand, our study eluci-
dates the complexity of SEW, revealing different effects of the three
FIBER dimensions. Understanding the unique mechanisms and impacts
of each SEW dimension in various contexts is crucial, given SEW’s role in
capturing family-specific characteristics (Lin, Lu, Liu, & Zhang, 2016).
Our findings suggest disparate effects of FIBER dimensions, thereby
contributing to SEW theory. On the other hand, family firms often
display preferences divergent from non-family firms due to the
non-economic nature of SEW (Swab, et al., 2020). This study in-
vestigates how SEW influences the relationship between poor perfor-
mance and foreign exits, thereby enhancing our comprehension of how
family firm logic impacts international business decisions.

Thirdly, echoing the literature on firm heterogeneity (Chua, Chris-
man, Steier, & Rau, 2012), our research underscores family firms’ di-
versity. By focusing on SEW, we highlight the differing moderating roles
of family directors, international experience, and male successors,
providing further evidence of family firm heterogeneity. Different levels
of family directors, international experience, and male successors can
have varied implications on the relationship between poor performance
and foreign exits. We also uncover an intra-family source of firm het-
erogeneity: the number of male successors. While much research has
focused on firm-level and environmental factors, within-family varia-
tions have received less attention (Daspit, Chrisman, Ashton, & Evan-
gelopoulos, 2021), thus enriching our understanding of family
contingencies at multiple levels.

Finally, our study contributes to international business literature.
Although prior research on foreign exits has mainly focused on eco-
nomic factors (e.g., Kim et al.,, 2019), our study emphasises how
non-economic preferences, such as those related to SEW, interplay with
financial considerations in exit decisions (DeTienne & Chirico, 2013;
Symeonidou, et al., 2022). In family firms, when economic and familial
interests conflict, SEW considerations often take precedence (Swab
et al., 2020). Therefore, exploring why family firms, prevalent in global
business, consider factors beyond economic rationale (i.e., poor per-
formance) in foreign exit decisions is pivotal (Arregle et al., 2017). This
study joins the limited research discussing the intricate motivations
(both financial and non-financial) for foreign exits.

5.2. Managerial implications

Our research not only offers theoretical insights but also has signif-
icant managerial and practical implications. Considering that foreign
exits can be costly for firms (Arte & Larimo, 2019; Schmid & Morschett,
2020; Yayla et al., 2018) and potentially undermine their credibility for
future re-entry (Bernini et al., 2016; Surdu, Mellahi, Glaister, et al.,
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2018), firms generally strive to sustain their international presence. Our
findings indicate that firms with a higher proportion of family board
members are less likely to exit, particularly in the face of poor perfor-
mance. However, this persistence may incur greater costs, as family
members often prioritise SEW over financial returns. Kolev (2016) in a
meta-analysis of 35 studies highlighted the inefficiency of retaining
underperforming divisions for prolonged periods. Thus, it might be more
advantageous to strike a balance between family and non-family board
members to foster more objective evaluations. If SEW is paramount or
expected to yield long-term returns, increasing the number of family
directors on the board or appointing family CEOs to enhance SEW
preferences may be beneficial (Kim et al., 2019). Nonetheless, incor-
porating viewpoints from non-family members, especially in financially
distressed situations, is crucial. Managers should regularly monitor the
performance of international operations and ensure their alignment
with overall business objectives, maintaining a high level of indepen-
dence in their evaluations. Family directors, too, should be encouraged
to employ objective performance metrics when assessing foreign market
ventures, avoiding overreliance on personal sentiments.

Furthermore, given that poor performance is a key driver of foreign
exits, firms should thoughtfully pace their internationalisation efforts
and consider all options in varying economic contexts. High-speed
internationalisation might impede firms from realising their local po-
tential, as suggested by Vermeulen and Barkema (2002). Customising
the internationalisation process is particularly pertinent for Chinese
firms, known for their aggressive stance in international markets. Family
firms should also seek to acquire necessary skills or knowledge outside
the family circle to navigate foreign markets more effectively and avoid
falling into the ‘perceived sunk costs fallacy.” Specifically, as interna-
tional experience is invaluable for family managers, investing in their
professional development to enhance international business acumen is
critical. This could include training programmes, workshops, or
mentorship from seasoned international executives.

5.3. Limitations and future research

This study, while providing valuable insights, has certain limitations.
Firstly, in this study, the operationalisation of binding social ties through
the lens of SEW is limited to the metric of international experience,
defined by the tenure since a family firm’s first international venture.
We acknowledge that this approach may not capture the full spectrum of
SEW, particularly the emotional and relational dimensions unique to
family firms. Future research should consider developing a multidi-
mensional SEW construct that includes qualitative aspects such as the
strength of family governance, the involvement of multiple generations,
and the emotional attachment of family members to the firm. Addi-
tionally, incorporating mixed-method approaches, such as case studies
or ethnographic research, could provide deeper insights into how SEW
influences strategic decisions in family firms. Such advancements in
measurement would allow for a more comprehensive assessment of the
role SEW plays in the internationalisation processes of family-owned
businesses.
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Secondly, our focus was solely on full foreign exits, excluding partial
exits (Kim et al., 2019; Schmid & Morschett, 2020). Family MNEs may
liquidate partial ownership in joint ventures due to poor performance
and pressures from home and host markets (Nemeth & Nippa, 2013), an
aspect not considered in this study. Future research differentiating be-
tween total and partial exits could enrich our understanding of family
firms’ international strategies.

Thirdly, our analysis did not distinguish between intended and un-
intended exits. The motivations behind these two exit types differ sub-
stantially (Makino et al., 2007). While poor performance is a key driver
for intended exits (Nemeth & Nippa, 2013), unintended exits may not
follow the same rationale. For instance, the recent withdrawal of Chi-
nese firms from the US market was not predominantly
performance-driven. A more detailed dataset, possibly gathered through
surveys, would provide deeper insights into the antecedents of foreign
exits.

Lastly, our sample was confined to an emerging economy, and in-
ternational business decisions are influenced by more than just firm-
level considerations. Although we controlled for institutional and cul-
tural distance, it remains to be seen if our findings are applicable in other
institutional environments, such as developed or politically unstable
countries. Cross-country comparisons could enhance our theoretical
framework by examining heterogeneity in terms of institutional
environments.

5.4. Conclusions

Amidst the increasing global expansion of family firms, the study of
their foreign market exit decisions remains relatively underexplored.
This strategic decision-making process gains particular significance
against the backdrop of rising anti-globalisation and regionalisation
trends. Our study seeks to enhance the understanding of family firm
foreign exits by analysing the impacts of three dimensions of SEW:
family control, succession, and international experience. Our findings
indicate that family control and international experience not only
reduce the likelihood of family firm foreign exits but also moderate the
impetus to exit due to poor performance. Conversely, male successors
were found to negatively moderate foreign exits solely in scenarios of
poor performance. By amalgamating both economic and non-economic
factors influencing foreign exits, this research enriches the under-
standing of family firms’ foreign exit decision-making through the SEW
perspective and highlights practical considerations for their global
strategic approaches.
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