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PREFACE

As a long-term form of business organization, family business has
been subject to a wide range of social concerns, In China, as a major
component of the private economy, the family business has an important
role in promoting economic development and promoting employment.
Most of family enterprises in China has experienced start-up period and
gradually developed to the growth and maturity stages through an IPO
(Initial Public Offerings). This means that family business needs to
develop and adapt the appropriate governance structure to accept
supervision and pressure from the external environment.

Prior studies of family business governance were mostly based on
corporate life cycle theory, principal-agent theory, resource-based view,
trust perspective and emotional wealth perspective. These findings have
a certain utility in explaining the governance structure of the family
business, while ignoring the dynamic nature of governance structure.
Most of the existing researches on the [amily business structure are
based in the western context. Whether they are suitable for China is
worthy of further investigation. In this paper, we compare and analyze
the governance structure evolution process of family business in USA,
Japan and China, We find that Chinese family business governance
structure evolution is different from USA and Japan, Therefore, if a
simple reference to the conclusions of the study in the West, it is difficult
to conduct an in-depth study of the evolution of the family firms’

governance structure in China.
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Based on the institutional theory, we highlight the evolution
characteristics of family firms and take the theoretical and empirical
research approach. Based on the existing results of institutional theory,
we study the effect of internal and external institutional factors on the
evolution of the governance mechanism,

We focus on the following questions: What are the changes in the
evolution of family business structure from the perspective of institutional
theory? How can we explain the evolution of family business governance
structure from the perspective of institutional theory? How do can institutional
factors affect the evolution of the governance structure of the family business?
Which factors will affect the family business governance structure evolution?
How do mediation variables affect in the evolution process of the governance
structure of the family business?

Analysis shows that the structural evolution of the family business
in China will be rellected by family members in the enterprise scale,
family power, the kinship relationship of family members, and the
family intent, Evolution of the corporate structure of the family means
the increasing of family members in family enterprise, choosing family
members with close kinship into the enterprise, as well as enhancing the
family intent. Trend of social evolution of the family business is reflected
in the reducing of family members and gradually abandoning family
power in the enterprise. Trend of social evolution of the family business
is also manifested in the choosing distant relatives of family members
with higher ability, and reducing the family intent.

Using the listed family companies with the period [rom 2001 to
2007, we explore the leading factors of family governance structure
evolution from the perspective of institutional theory. The study found
that the external organization factors affect the governance structure of
family business evolution. Family firms imitate the behavior of firms
with similarity to create the legality of family governance structure.
Family business selects the imitate object from the industry and regional

characteristics. Companies will strengthen the family governance when
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the industry or region has more family business, which mainly reflects in
an increase in the number of family members ahd the power of family in
the enterprise. More consideration is given to the people with close
kinship relationship when choosing the family member to the business to
continuously strengthen of [amily intent.

The change of family enterprise governance structure is essentially a
social activity process. There are obvious differences in the extent and scope of
the impact of the institutional environment on the evolution path of different
scale and the nature of the firm. This study found that the institutional
environment was negatively related to the family evolution of the firm. It also
means that the improvement of the institutional environment is not conducive
to the family evolution of the firm, which concludes specific performance in
the decrease in the number of family members and the weakening of family
power, The improvement of the system environment reduces the close
relationship of the family members in the enterprise and the tendency to inherit
the business within the family,

Family identity generated by family members will strengthen the
negative correlation between the institutional environment and the
evolution of the family business. It means that family identity is beneficial
to the increase of family members and family power in the enterprise.
Family identity is also conducive to the gradual inclusion of family
members with close relatives. The promotion of family identity reduces
family intent. Different from the way of family identification,
organizational identification will promote the social evolution of the
enterprise. That is to say, the promotion of organizational identity in an
enterprise will reduce the number of family members and the power of
the family within the firm, Enterprises will include family members with
distant relatives. Organizational identity is beneficial to the enhancemeat
of family intent. The role of organizational identity is also influenced by
the degree of marketization. In the case of high degree of marketization,
the effect of organizational identification on the reduction of family

members and family power will be more prominent.
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